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88   Charles  Schwab  &  Co. 

Never  one  to  rest  on  his  laurels, 
Charles  Schwab  is  once  again  reinvent- 
ing his  firm.  His  purchase  of  U.S.  Trust 
will  allow  Schwab's  brokerage  to  grow 
beyond  its  trademark  cheap  trading. 
But  can  he  be  all  things  to  all  people 
without  neglecting  .^^BB^. 
what  made  him  jf^r 
so  successful  in  ThVy!*Vi2*C 
the  first  place?  ^^J^j^ 
By  John  Gorham  MRJ ■  ' 
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COOL 

YOUR  CUSTOMERS  BUY  AT  WEB  SPEED. 
WAY  COOL 

UPS  NOW  HELPS  YOU  HANDLE  E-RETURNS  JUST  AS  FA 


Announcing  point-and-click 


returns.  UPS  now  offers  the 


quickest,  simplest  way  to  handle 


your  e-returns.  A  new,  customizable 


solution  that  allows  your  customers 


to  print  return  labels  directly  from 


their  PC— shrinking  the  process  from 


five  days  to  five  minutes.  In  addition. 


vou'll  be  able  to  route  your  returns  to 


the  right  vendor  and  rapidly  restock 


your  inventory,  with  full  visibility 


tracking  throughout,  ft  all  adds  up 


to  fewer  customer  inquiries,  lower 


operating  costs  and  much  happier 


returns.  How  cool  is  that?  To  find 


out  more,  visit  us  at  ec.ups.com 


nt  toother 

A  Different  Item 
Mt  A  Different  Size 


There's  no  going  back  once  you  start 
running  your  business  on  the  Internet 
Fortunately,  you  can  rely  on  Lawso'n  to 
simplify  your  business  processes.  NAfeVe 
helped  thousands  of  organizations  like 
yours  develop  and  implement  effective 
Internet  solutions.  We'd  like  to  earn 
your  confidence,  too.  So  before  you 
take  the  leap,  take  a  look  at  our  fact- 
filled  e-Business  Success  Kit.  Just  visit 
www.lawson.com/success504b  or 
call  1-800-477-135?  code  504b. 


ore  seeing  that  it  works?        UWA/S9N  proven. 

w  Software 
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Melissa  Kinsley 


Fidelity  Investments 
Representative 


September  21,  2000 
11:58  AM 

Investor:  I'm  looking  to  shake  things  up  a  bit. 

Fidelity  Rep:         With  your  investments? 

Investor:  With  my  life,  I've  been  working  for  25  years.  Now 

I  want  to  do  what  I  want,  not  what  I  feel  I  should. 

Fidelity  Rep:        Wow.  Good  for  you.  What  is  it  you're  looking  for? 

Investor:  I've  always  wanted  to  be  a  teacher.  But  it  doesn't 

pay  as  well  as  I'm  used  to... so  I  need  to  be 
prepared. 

Fidelity  Rep:        Yes,  I  understand.  We  should  probably  start  by 
looking  at  your  current  portfolio.  Then,  we  can 
help  you  create  an  investment  and  income  strategy 
that  may  help  boost  your  earnings. 

Investor:  That's  what  I  was  hoping... 

Fidelity  Rep:        We'll  get  you  out  in  front  of  those  kids  while  still 
trying  to  maintain  your  lifestyle. 

Investor:  That's  good.  I  mean,  I'd  like  to  give  something 

back. 


Fidelity  Wd~M  Investments 


1-800-FIDELITY  Fidelity.com 


Dramatization,  may  not  be  representative  of  actual  individuals  or  the  experience  of  actual  customers. 

Investment  results  may  vary.  Fidelity  Brokerage  Services,  Member  NYSE,  SIPC.  116214 


©  Corning  Incorporated  2000 


Everything  that  can  be  bought  and  sold  is  getting  online. 

The  world's  dependence  on  e-commerce  is  increasing  exponentially. 
Small  wonder  there's  a  massive  increase  in  demand  for 

the  superfast,  superbroad  global  optical  network. 
Small  wonder  there's  such  a  demand  for  Corning. 


A  power  rear  sunshade.  It  allows 
you  to  reduce  glare  and  cool  the 
cabin,  all  with  out  touching  the  air 
conditioning.  And  it's  just  one  of 
the  innovations  you'll  find  within 
the  sanctuary  of  the  Infiniti  130.' 
Innovations  such  as  a  driver's  seat 
that  remembers  where  you  prefer 
to  sit.  And  an  optional  computer 


navigation  system"that  can  not 
only  show  you  the  fastest  way  to 
get  home,  but  help  you  choose  a 
restaurant  along  the  way.  In  fact, 
if  the  130  feels  unlike  any  other 
car  you've  ever  driven,  it's  not  your 
imagination.  It  was  ours.  The  Infiniti 
130.  It's  all  the  best  thinking. 
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Newsbits 

My  Garage:  Jay  Leno 


Jester's  passion:  Leno  with  his  1956  Chrysler  Imperial. 


Late  night  talk  show  host 
Jay  Leno  is  well  known 
for  his  collection  of  more 
than  1 00  vintage  cars  and 
motorcycles  that  he  keeps 
in  three  Burbank,  Calif, 
garages.  Among  the  jew- 
els of  his  collection:  a 
1934  Rolls-Royce  Phan- 
tom II  with  a  l,000hp 
fighter  plane  engine,  a 
1937  Bugatti  Type  57SC 
Atlantique  and  a  working 
1906  Stanley  Steamer. 
Leno's  favorite:  his 


1934  Duesenberg  J  that  was  custom  built  for  pharmaceutical  king  Josiah  K. 
Lilly.  Before  Leno  located  it  in  a  Long  Island,  N.Y.  garage,  the  car  hadn't  been 
seen  in  public  since  1963.  Leno  bought  the  car  in  1995  and  had  it  completely 
refurbished  by  Duesenberg  expert  Randy  Ema. 

"There's  less  room  inside  than  in  a  Honda  Civic,"  Leno  says,  "so  Lilly  was 
jammed  in  alongside  his  chauffeur.  But  the  hood  is  like  a  locomotive's.  Imag- 
ine driving  this  thing  during  the  height  of  the  Depression — you'd  be  like  the 
landlord: ' Wheeeerre's  that  rent??' "  — Ken  Gross 

My  Garage  is  a  regular  feature  of  Forbes.com's  new  Lifestyle  section.  Full  story  available  at 
www.forbes.  com/leno. 


Something  Ventured,  Something  Lost 

Those  corporate  venture  capital  funds  that  were  the  hot  new  trend  last  sum- 
mer are  now  vanishing  faster  than  you  can  say  dot-goner. 

Recent  blowouts:  Compaq  Computer,  which  owns  13%  of  Net  incubator 
CMGI,  announced  a  $1  billion  "noncash,  nonoperating  charge"  in  mid- 
December.  Hewlett-Packard  attributed  $48  million,  or  2  cents  a  share, 
to  venture  investments  gone  south,  and  Gateway  slashed  its  earnings  target 
by  40%,  largely  because  of  $200  million  VC  losses. 

Who's  next?  Watch  firms  with  large  tech-related  VC  programs  like  Adobe 
Systems,  Dell  Computer,  America  Online,  Comdisco  and  Reuters. — Lisa  DiCarlo 
For  full  story,  see  www.forbes.com/corpVC. 


New@Forbes.com 

Lifestyle:  Diversify  your  portfolio 
with  the  finer  things  in  life. 
Come  to  Forbes.com  every 
Monday,  Wednesday  and  Fri- 
day to  explore  the  best  in  Real 
Estate,  Vehicles  and  Collecting, 
with  our  original  articles  and 
interactive  databases. 

Daily  Markets  Coverage:  Keep  ahead 
of  the  market  with  our  morn- 
ing Trader  Forecast  and  the 
after-the-bell  Trader  Wrap  Up. 


Departments 

E  COMMERCE:    Worker's  Hero? 

If  Amazon  boss  Jeff  Bezos  is 
such  a  friend  of  the  working 
man,  why  are  his  employees 
trying  to  unionize? 

GLOBAL:  Businessman  of  the  Year 
In  Softbank's  founder,  Masa- 
yoshi  Son,  one  can  see  the  worst 
excesses  of 
the  Internet 
bubble — or  a 
visionary  en- 
trepreneur 
who  may  help 
transform  the  world's  second- 
largest  economy.  We  lean  toward 
the  latter  view. 

FUTURE  TECH:  Game  Over  3DFX,  the 
once  promising  maker  of  video 
chips  for  gamers,  runs  out  of 
options  and  sells  out  to  rival 
Nvidia. 

SMALL  BUSINESS  Condos  Are  King 

Forbes.com's  guide  to  becom- 
ing a  New  York  City  real  estate 
minimogul. 


Forbes.com  table  of  contents.  Visit  this  site  at  www.forbes.com/cotttettts  or  use  your  :CueCat  device  on 
the  cue  code  (right)  to  take  you  there  instantly. 
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online  trading       advice  &  planning  investments 


1-800-297-8004  americanexpress.com/trade 


Trade  on  information. 
Not  emotion. 


American  Express  Brokerage  gives 
you  the  tools  and  advice  to  help  you 
make  the  right  financial  decisions. 
Keep  on  top  of  the  financial  world  with 
powerful  online  planning  tools,  professional 
research,  and  exceptional  customer  service, 
24  hours  a  day*  You  can  also  access  over 
11,000  financial  advisors  who  can  provide 
insight  and  advice  on  the  financial 
issues  that  affect  your  life.  Plus,  as  an 
American  Express  Brokerage  customer,  you 
can  qualify  for  free  online  stock  trades! 
Stay  on  the  right  path  to  meeting  your 
financial  goals  with  American  Express, 
the  company  that  helps  you  do  more. 


'Market  volume  and  volatility  may  cause  delays  in  system  access  and  trade  execution.  '3  free  online  stock  buys  per  month  with  an  account  balance  of  $25,000  or 
more.  10  free  online  stock  buys  and  sells  per  month  with  an  account  balance  of  $100,000  or  more.  For  trades  of  more  than  3,000  shares,  add  $0.03  per  share  above 
3,000.  Online  market  orders  at  lower  asset  levels,  online  limit/stop  orders,  and  all  online  orders  in  excess  of  allotted  monthly  free  trades  are  $1 9.95.  Account  balance 
(defined  as  cash,  money  market  funds,  mutual  funds,  stocks,  options,  and  bonds)  is  reviewed  periodically  to  determine  commission  rates.  Fees  and  commissions  are 
subject  to  change.  Financial  advisory  services  involve  separate  fees.  American  Express  Financial  Advisors  Inc.  Member  NASD  andSIPC.  American  Express  Company 
is  separate  from  American  Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2001  American  Express  Financial  Corporation.  All  rights  reserved. 
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Flinny  Money  Permit  me  to  crow  on  behalf  of  David 
Raymond  of  our  sister  publication  ASAP.  His  expose  on 
MicroStrategy's  accounting,  which  appeared  in  the  Mar.  6 
issue  of  this  magazine,  was  vindicated  recently  when  the  Se- 
curities &  Exchange  Commission  extracted  civil  fines  from 
three  MicroStrategy  executives  for  accounting  fraud. 

The  Disruptive  Discounter  it  is  the  insight  of  Har 

vard  Professor  Clayton  Christiansen  that  competitive  attacks 
often  come  from  underneath  and  that  "disruptive  technol- 
ogy" creates  the  opportunity.  A  dramatic  example:  Charles 
Schwab  &  Co.  started  out  as  a  cut-rate  broker  and  now,  with 
a  boost  from  the  Internet,  threatens  the  core  business  of  ven- 
erable Wall  Street  firms.  I  don't  know  if  Charles  Schwab 


Charles  Schwab  in  1981. 


planned  the  several  metamorphoses  of  his  firm  from  its  very 
beginning,  but  his  ability  to  make  them  happen  explains  how 
his  brokerage  came  to  be  our  Company  of  the  Year.  John 
Gorham's  take  on  Schwab's  competitive  attack  appears  on 
page  88;  immediately  following  is  our  annual  survey  of  the 
400  best  big  companies  in  the  U.S. 

Murder  or  Suicide?  Tadayo  Honma  was  investigating 

the  seedier  side  of  a  big  Japanese  bank  when  he  died  in  an 
Osaka  hotel  room.  How?  The  problem,  says  Benjamin  Ful- 
ford of  our  Tokyo  bureau,  isn't  just  that  the  authorities  don't 
know  but  they  seem  not  to  want  to  know — any  more  than 
they  want  to  know  the  full  extent  of  the  rot  in  the  banking 
system's  loan  portfolios.  See  page  80. 

The  Selling  of  a  Museum  How  much  crass  commer- 
cialism can  lie  injected  into  a  nonprofit  institution  before  it 
ceases  to  serve  its  purpose  of  enlightening  the  public?  There 
are  museum  directors  who  look  down  their  noses  at  what 
Thomas  Krens  is  doing  at  the  Guggenheim.  I  wouldn't  be  so 
quick  to  condemn  him — at  least  as  long  as  he  can  make  the 
numbers  work.  Paul  Klebnikov's  story  on  the  controversy  is 
on  page  68. 
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The  markets  have  consumed  many  a 
CFO  without  a  sound  financial  strategy. 

Ernst  &  Young  can  help  you  escape  the  fate  of  those 
ill-prepared  for  the  New  Economy.  We'll  work  with  you 
to  refine  your  financial  strategies,  establish  online 
trust,  help  prepare  for  a  merger,  acquisition  or  the 
successful  launch  of  an  IPO,  all  while  implementing 
innovative  tax  strategies.  Who  knows,  with  our 
help  building  lasting  financial  value,  maybe  you'll 
get  to  be  the  800,000  pound  gorilla  someday. 
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READERS  SAY 


Car  Story 

In  "Confessions  of  a  Car  Dot-Com- 
mer"  (Dec.  25,  2000,  p.  92)  FORBES  to- 
tally missed  the  point.  The  entire  new- 
cars-on-the-Web  enterprise  model  was 
doomed  to  failure  because  of  the  indi- 
vidual state  franchise  statutes  that  pre- 
vent a  car  manufacturer  from  selling  to 
an  individual  without  going  through  a 
local  dealer.  The  best  price  that  a  Web 
surfer  could  get  on  a  car  was  the  fleet 
price.  Unlike  airlines — which  are  will- 
ing to  discount  tickets — the  car  indus- 
try treats  the  Web  as  another  advertis- 
ing outlet  knowing  that  they  are  the 
sole  source  of  new  cars. 

STEPHEN  RICHARD  LEVINE 
Westlake,  Calif. 

Not  Everyone  Has  Stock  Options 

I  agree  that  navigating  the  change 
from  two  incomes  to  one  can  be 
tricky  ("From  Career  to  Car  Pool," 
Dec.  1 1,  2000,  p.  340).  However,  I  was 
disappointed  that  the  article  focused 
only  on  families  whose  decision  was 
based  upon  stock  options  or  half- 
million-dollar  incomes. 

My  wife  and  I  were  both  30  when 
our  first  child  was  born  over  1 1  years 
ago.  Our  decision  to  have  my  wife 
quit  her  career  and  raise  our  children 
at  home  (we  now  have  two)  was 
based  solely  on  the  value  and  impor- 
tance we  placed  on  raising  our  chil- 
dren, not  on  the  value  of  my  rela- 
tively moderate  income.  We  have 
"survived"  by  taking  cheap  vacations 
and  driving  used  domestic  cars,  but 
the  sacrifices  are  far  outweighed  by 
the  joy  of  having  our  children  raised 
with  their  mother  at  home. 

GEORGE  SHIELDS 
Alpharetta,  Ga. 

The  Comforts  of  Home 

Thank  you  for  "Show  House" 
(Dec.  11,  2000,  p.  238).  In  describing 
how  Greg  and  Eric  Wolfson-Sagot 
are  making  some  extra  money 
from  their  house,  and  what  they 
are  doing  with  it — educating  and 
spending  time  with  their  children — 


Conflicting  Opinions 

It  seems  ironic  to  feature 
articles  about  Joe  Califano's 
antidrug  crusade  ("Forget  the 
Champagne,"  Dec.  11,  2000, 
p.  118)  and  Paul  Craig  Roberts' 
analysis  of  the  loss  of  civil  liber- 
ties ("The  Death  of  Due 
Process,"  p.  98)  in  the  same  issue. 

Califano's  war  on  drugs  has 
been  the  single  largest  contribu- 
tor to  what  Roberts  calls  the 
erosion  of  historic  protections 
with  its  use  of  forfeitures,  con- 
spiracy statutes  and  novel  theo- 
ries of  the  law  invented  by  pros- 
ecutors. Civil  liberties  are  always 
a  casualty  of  war — including  a 
war  on  drugs. 

Truth  is  another  victim. 
Your  article  allowed  Califano 
to  trot  out  tired  old  lies  about 
pot  being  addictive.  Where  is 
your  skeptical  analysis  on 
which  I  have  relied  for  so  long? 
The  truth  is  that  our  society 
has  been  the  loser  in  the  war 
on  drugs. 

JOHN  P.  BREMNER 
Ross,  Calif. 


the  article  also  demonstrates  the 
legitimacy  and  essential  normality 
of  a  nontraditional  American  fam- 
ily. This  is  a  point  that  I  very  much 
appreciate. 

DR.  THOMAS  KIEFER 
Baltimore,  Md. 
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In  the  unpredictable  world  of  e,  only  the  right  partner  can  prepare  you  for  the  unexpected.  Which  is 

why  nearly  all  the  Fortune  500®  rely  on  us  to  survive-and  thrive-in  today's  ever-changing,  unpredictable 

environment.  We  are  BMC  Software.  The  world's  leading  provider  of  e-business  systems  management 

solutions.  Software  that  keeps  your  business-critical  applications  up  and  running  around  the  clock. 

We  offer  the  fastest  implementation  of  the  most  comprehensive  e-business  management  systems.  And  our 

exclusive  BMC  Software  OnSite™  program  allows  companies  to  achieve 

maximum  online  availability  all  day,  everyday.  For  more  information,  8}IY1C 

visit  us  at  www.bmc.com.  We'll  be  there.  We're  always  there.  Assuring  Business  Availability" 


BMC  Software  is  an  Equal  Opportunity  Employer.  BMC  Software,  BMC  Software  OnSite.  the  BMC  Softwate  logos,  and  all  other  BMC  Software  product  or  service  names  are  registered 
ttademarks  ot  trademarks  of  BMC  Software,  Inc.  All  other  trademarks  or  registered  itadcmatks  belong  to  thcit  tespective  companies.  ©2001  BMC  Software,  Inc.  All  rights  reserved. 


WHICH  IS  EASIER^ 
YOURASAPOR 
YOUR  COMPETITION'S? 

As   a   fractional  owner  of  a   Learjet®  or 
Challenger®  business  jet,  modern  CEOs  are  able 
to  respond  with  speed  and  spontaneity  due 
to  less  congested  airfields  and  personalized 
scheduling  built  around  their  specific  business 
needs.  We  offer  the  most  complete  range  of 
latest  technology  aircraft  available  today.  So  \ 
while  there  may  be  other  options  to  Flexjet, 
there  can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits  of 
fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to  detail, 
call  1-800-FLEXJET. 
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www,  flexjet.  com 


FLEXJEZ 

we  build  the  aircraft 
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RESPONSIVENESS 
IN  A  DISCOUNT  BROKER. 
IMAGINE. 


Reliable  trading.  Responsive  ccistomer  service.  At  T.  Rowe  Price 
Brokerage,  we  stand  behind  our  technology  with  highly  knowl- 
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A  Woman's  Right  To  Invest 

In  "Created  Equal"  (Dec.  11,  200t 
p.  280)  FORBES  asks  whether  gender 
based  marketing  makes  sense  for  mone 
management.  I  can  tell  you  the  answer 
yes.  Obviously,  the  mechanics  of  invest 
ing  are  not  gender  specific,  but  attitud 
often  is.  Women  tend  to  be  securit 
driven,  so  we  put  our  money  in  conser 
vative  investments — CDs  and  mone 
market  funds.  But  to  build  a  nest  egg,  w 
need  to  learn  how  to  invest  in  stocks  an< 
bonds.  Why  shouldn't  we  learn  that  ski 
in  a  format  that's  interesting  and  com 
fortable  to  us?  A  book  or  a  seminar  tha 
uses  examples  that  relate  to  our  lives  i 
more  interesting  to  us.  As  for  investmen 
clubs  being  fluff,  thousands  of  womei 
have  learned  how  the  market  works  be 
cause  of  these  clubs.  They're  a  wonder 
ful  vehicle  for  women  who  want  to  lear 
how  to  invest. 

MARSHA  BERTRAN: 
Autho 

A  Woman's  Guide  To  Savvy  Investin 
Orlando,  Via 

Corrections 

In  "The  Intense  Dilettante"  {Dec.  25 
2000,  p.  160)  we  should  have  sai< 
Nathan  Myhrvold  was  the  forme 
chief  technology  officer  of  Microsoft 
"Tapped  Out"  (Nov.  13,  2000,  p.  234 
neglected  to  credit  the  Onondag; 
Historical  Society  for  a  picture  of  thi 
L.C.  Smith  Secretarial  typewriter.  Ii 
"Yes,  But  Will  It  Scale"  (Dec.  25,  2000 
p.  268)  we  incorrectly  stated  tht 
amount  of  ownership  Global  Fooc 
Exchange  has  given  to  venture  capi 
talists.  Its  two  financing  rounds  havt 
left  roughly  60%  of  the  company  ii 
the  hands  of  venture  capitalists.  Ii 
"Day  of  E-tonement"  (Dec.  25,  2000 
p.  262)  we  said  Amazon  had  raised  ; 
January  1999  debt  offering  from  $50( 
million  to  $1.25  billion — which  wa: 
correct — after  a  pep  talk  from  Mor 
gan  Stanley  Dean  Witter's  Man 
Meeker.  Amazon  says  the  pep  talk  hac 
nothing  to  do  with  raising  the  large: 
amount. 


Send  e-mail  to  readers@forbes.com 
Letters  will  be  edited.  Please  includi 
address  and  phone  number. 
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CRM-Focus,  please  call 
(212)661-3500,  x3059 


Do  you  take  C 


CONFERENCE       EXPO  WORKSHOPS 
March  26-28,  2001      World  Trade  Center     Boston,  MA 


CRM... it's  more  than  a  buzzword  or  the  latest  business  catch-phrase.  It's  a  necessity  in 
today's  information  marketplace.  Understanding  what  your  customers  want  and 
delivering  on  that  information  is  essential  to  success. 

Join  us  in  Boston  for  CRM-Focus,  a  visionary  senior  level  event  designed  to  deliver  hard- 
hitting solutions  that  yield  bottom  line  results.  From  advanced  thought-provoking  seminars 
to  innovations  and  solutions  on  the  expo  floor,  CRM-Focus  offers  the  best  of  the  best  in 
CRM.  Make  time  to  attend  -  it's  an  investment  in  the  future  success  of  your  business. 


Presented  by: 


Institute  for 
International  Research 


Founding  Partner: 


Business  Media  Partner: 


Forbes 


Official  Publication: 


Premier  Event  Partner: 
CONVERGYS 


searchCRM.com 


Platinum  Grand  Sponsor: 


Workshop  Sponsor: 


athene 


Media  Partners: 


&b  rint.com 

The  BizTech  Network 


destination 


Registration  Sponsor: 

^ripcord 

'systems 


nmnnimf 


£H1IEH^BY  W1LJJAM_P^BARRETT 


informer@forbes.com 


HjF  ■»  joe''  j^^^^^H 

Depressed  areas  include  the 

Internet:  Kravis.                     .  j 

i 

Depression:  a  State  of  Mind 

►  In  1996  Forbes  400  member  Henry  R.  Kravis  led  an  effort  to 
raise  $50  million  for  the  New  York  City  Investment  Fund.  It  got  a  lot 

of  ink  back  then  for  a  focus  on  backing  high-risk,  minority- 
owned  ventures  in  the  city's  depressed  areas.  But  today  only 
43%  of  the  portfolio  has  connections  to  troubled  neighbor- 
hoods. The  remainder  comprises  a  variety  of  Internet  and 
other  startups.  Examples:  Creditex,  an  online  platform  for  trad- 
ing derivatives;  video-on-demand  supplier  The  FeedRoom;  and 
Vault.com,  an  upscale  Web  employment  site  led  by  the  very 
white  Eric  Ober,  ex-CBS  News  president.        — Tomas  KelJner 

Here's  Hoping  He  Was  Insured 

►  A  U.S.  Tax  Court  judge  has  disallowed  $327,000  in  losses 


that  Hariand  Stonecipher,  founder  of  Pre-Paid  Legal  Ser- 
vices, claimed  from  his  Coal  County,  Okla.  cattle 
ranch  in  the  mid-1990s.  The  62-year-old  Stoneci- 
pher kept  no  formal  books  or  records  and  thus  was 
not  in  ranching  to  make  a  profit,  the  judge  con- 
cluded. Number  12  on  the  recent  Forbes  Best  Small 
Companies  list,  Pre-Paid  has  seen  its  stock  fall  40% 
amid  questions  about  its  accounting  methods.  As  i| 
turns  out,  Pre-Paid's  signature  product — a  $16-to- 
$25-a-month  legal  insurance  plan  for  consumers — 
does  cover  federal  tax  audits.  — Janet  Novack 

His  Next  Film:  About  a  Dead  Prof 

►  Hollywood  is  rather  notorious  for  stepping  or 
writers,  but  author  Bruce  Porter  figured  out  a  way  to  gel 
even.  The  Columbia  University  School  of  Journalism  adjund 
professor  used  that  prestigious  institution's  alumn 
bulletin,  which  is  sent  to  thousands  of  media  types — 
including  movie  reviewers — to  criticize  the  impend- 
ing film  adaptation  of  his  1993  book,  Blow.  He  said  New  Line 
Cinema's  rendering  of  his  hero  turns  him  into  a  "psychologica 
cadaver"  and  suggested  improvements  to  director  Ted  Demme.  Sc 
far  Demme  has  ignored  the  advice.  — RiShawn  Biddh 

Is  Bezos  Trying  to  Tell  Us  Something? 

►  Users  of  Amazon.com  can  post  online  for  all  to  see  a  "wish  list' 
of  items  they'd  like  someone  to  buy  for  them.  For  example,  tht 
roster  of  Chief  Executive  Jeff  Bezos  contains  45  items,  including 
a  $1,045  DVD  player.  He  is  also  seeking  the  video  Sufferer:  / 
Survivor  Parody,  Sinead  O'Connor's  CD  Faith  &  Courage  anc 
the  DVD  version  of  the  movie  The  Sixth  Sense.  An  unknowr 
admirer  just  bought  Bezos — whose  stock  is  off  73%  in  a  year  tc 
a  recent  $22.88 — one  of  his  requests:  the  humans-into-mu 
tants  movie  X-Men.  — Daniel  Kruge 


nre  Informer  at  Your  Peril!  (Most  of  the  Time) 

After  Informer  spots  a  doggy  public  company,  chat  rooms  ignite  and  irate  investor  e-mail  pours  in. 


How  did  we  do  for  2000?  Read  below  and 

weep— unless  you're  a  short-seller. 

-W.P.B.  and  T.K. 

FORBES 

OUR  COMMENT 

RECENT 

PERFORMANCE 

COMPANY 

ISSUE 

PRICE 

BACK  THEN 

PRICE 

VS.  S&P  500 

Terayon  Comm 

Mar.  20 

$130.00 

tech  claims  unsubstantiated 

$5.53 

-93% 

National  Scientific 

Apr.  17 

11.25 

no  revenue  in  3'/2  years 

1.50 

-75 

MagneTek 

May  15 

7.88 

bad  publicity  in  the  offing 

11.75 

56 

Asche  Transpoe  JatSorr 

May  29 

1.26 

founders  fired  amid  probe 

0.06 

-88 

Biomatrix 

May  29 

19.50 

short-sellers  see  a  killing 

19.50 

3 

Bluefly.com 

Aug.  7 

3.00 

troubled  George  Soros  play 

0.50 

-71 

Aquasearch 

Aug.  7 

0.61 

scummy  product  line 

0.27 

-44 

Kleenair  Systems 

Nov.  27 

0.59 

once  run  by  scamsters 

0.22 

-64 

Stock  and  S&P  prices  an  from  three  weeks  before  issue  date  to  Dec.  18.  Earlier  stock  prices  adjusted  for  splits. 
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he  Acura  3.2TL.  First,  an  aggressive,  225-hp  V-6  VTEC""  engine  to  blow  past  your  buddies, 
ten,  an  Acura/Bose*  Music  System  and  heated  seats  to  make  your  boss  jealous.  Behold,  a  car  that  deftly  straddles 
ose  precious  years  between  the  mail  room  and  the  corner  office.  How  tough  was  that,  dude?  ©ACURA 


itra,  TL  and  VTEC  are  trademarks  of  Honda  Motor  Co.,  Ltd.  Bose*  is  a  registered  trademark  of  Boae  Corporation.  Make  an  intelligent  decision.  Fasten  your  seat  belt. 
1000  Acuta  Division  of  American  Honda  Motor  Co.,  Int.  For  more  information  on  our  vehicles,  call  J -S00  TO-ACURA  or  take  a  trip  to  our  Web  site  on  the  Internet  at  acura. com. 
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The  writing's  on  the  wall.  Collaboration  is  the  key  to  profitability  in  the  New  Economy  Enterprises  must 
share  information  and  processes  with  the  outside  world.  It's  time  to  harness  the  power  of  your  partners,  vendors, 
customers  and  employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage  But  to  truly 
collaborate,  you  need  freedom  of  choice.  That's  what  we  offer  at  I  D  Edwards.  We  provide  the  only  enterprise-wide 
foundation  that  gives  you  the  freedom  to  choose  the  best  solutions.  So  you  can  run  with  any  idea.  Connect  with 
any  business  partner.  Plug  in  any  application.  And  transform  enterprise  software  from  a  constraining  liability  into 
a  liberating  asset.  Isn't  freedom  amazing?  To  collaborate  and  thrive,  visit  www.jdedwards.com/freedom 
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But  Did  It  Cure  Cancer? 

Journalists  get  very  excited  about  seemingly  miraculous  developments 
in  medicine,  but  are  sometimes  remiss  in  following  up.  Herein, 
a  retrospective  of  some  of  our  own  stories. 


Of  mice  and  men: 
Medarex's  Nils  Lonberg. 


MARCH  8,  1999 

Mighty  Mice 

TWO  YEARS  AGO  WE  SAID  IT  WAS  A 
long  shot  that  the  immune  systems  of 
mice  could  be  genetically  modified  to 
produce  human  antibodies  to  treat 
major  diseases.  This  so-called  magic 
bullet  treatment  is  looking  more 
promising  now,  though  much  work 
remains. 

One  company  we  wrote  about, 
Medarex,  and  its  partners  have  two 
drugs  in  early  human  testing,  one  for 
rheumatoid  arthritis  and  another  for 
prostate  cancer.  Abgenix  and  its  collab- 
orators are  in  early  clinical  trials  of 
antibodies  to  battle  psoriasis  and  sev- 
eral types  of  cancer.  The  two  biotech 
firms  have  developed  new  technologies 
they  hope  will  reduce  the  side  effects 
produced  by  previous  antibodies. 

The  potential  may  already  be  priced 
into  the  companies'  stocks.  The  recent 
downdraft  in  biotech  notwithstanding, 
Medarex  traded  at  a  recent  $49,  a  leap 
from  $3  when  our  story  ran,  while  Ab- 
genix was  at  $59  versus  $15  then. 

— Michael  Katz 


SEPTEMBER  22,  1997 

Drug  Bust 

IT  LOOKED  LIKE  "PURIFIED"  DRUGS 
would  be  the  next  big  thing  three 
years  ago.  The  pioneer  was  Sepra- 
cor,  which  hoped  to  develop  pure 
forms  of  various  blockbuster  drugs 
that  supposedly  would  be  safer  or 
more  effective  than  the  originals.  In 
one  method,  Sepracor  filters  out  the 
"bad"  form  of  a  molecule,  which 
causes  side  effects,  while  leaving  the 
form  that  is  mostly  responsible  for 
a  drug's  beneficial  effect. 

But  it  turns  out  that  purified 
drugs  aren't  always  better.  In  October 
Eli  Lilly  terminated  an  agreement  with 
Sepracor  to  develop  a  purified  form  of 
the  popular  antidepressant  Prozac.  In 
human  tests  Sepracor's  drug  was  no 
more  effective  and  at  the  highest  dose 
showed  signs  of  possible  cardiac  side  ef- 
fects, Lilly  says.  Sepracor  shares  plunged 
28%  and  have  not  recovered. 

Sepracor  hasn't  given  up.  It  plans  to 
apply  for  approval  for  norastemizole,  a 
derivative  of  the  allergy  drug  Hismanal 
that  Johnson  &  Johnson  recalled  in 
1999  because  of  cardiac  side  effects. 
And  Sepracor  and  Schering-Plough  are 
awaiting  regulatory  clearance  for  deslo- 
ratadine,  a  purified  version  of  Scher- 
ing's  Claritin  antihistamine. 

— R.  L. 

SEPTEMBER  20.  1999 


Pain  Killers 


THIS  WAS  ABOUT  THE  EFFORT  TO 
create  a  painkiller  as  potent  as  mor- 
phine but  without  that  drug's  debilitat- 
ing side  effects,  such  as  respiratory  de- 
pression, nausea  and  the  potential  for 
addiction.  Pain  Therapeutics  thought  it 


was  close  to  a  breakthrough.  But  results 
from  an  initial  300-patient  trial  founc 
that  while  its  drug,  PTI-555,  was  25°A 
more  potent  than  morphine,  it  caused 
just  as  many  side  effects. 

Pain  Therapeutics  still  has  signify 
cant  money  behind  it,  after  a  $69  miW 
lion  initial  public  offering  last  July  and 
backing  by  Bill  Gates,  whose  7.7°/d 
stake  is  worth  $26.5  million.  It  plans! 


Pain 

Therapeuti 
Remi  Barbi 
feels  your 


to  go  ahead  with  final-stage  trials  ii 
late  2001,  hoping  that  its  drug's  in 
creased  effectiveness  will  mean  tha 
patients  can  take  lower  doses  and  thuj 
experience  fewer  side  effects.  Lira 
most  biotech  shares,  its  stock  hai 
dropped,  from  a  high  of  $26  in  July  tc 
a  recent  $13. 

— David  Armstrong 

NOVEMBER  17.  1997 

Bloody  Battle  I 

THE  RACE  IS  STILL  ON  TO  DEVELOP! 
blood  substitute  for  use  in  the  multi! 
billion-dollar  blood  transfusion  busi 
ness.  Three  years  ago  Somatogei| 
seemed  to  have  a  superior  product 
which  used  synthetic  hemoglobin,  tW 
oxygen-carrying  pigment  in  red  bloo< 
cells.  But  just  three  months  after  oil 
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We  manage  Web  servers, 
They  manage  wealth. 

Together,  we  do  e-Business. 


For  more  than  160  years,  J. P.  Morgan  has 
been  helping  affluent  clients  realize  their 
financial  dreams.  Now,  Morgan  OnLine 
offers  millionaire  investors  access  to 
trusted,  integrated  wealth  management 
services  via  the  Internet.  At  Digex,  we 
may  not  know  much  about  financial  asset 
management,  but  we  do  know  what  it 
takes  to  run  a  successful  e-Business. 

We  supply  the  hardware,  software,  and 
pre-engineered  platforms  that  include 
best-of-breed  technology  to  get  your  site 
up  and  running  -  fast  and  reliably.  Digex's 
world-class  data  centers  and  networks  are 
optimized  for  performance  and  availability, 
so  your  site  is  online  24x7x365.  We 
provide  the  administration,  monitoring, 
and  security  services  necessary  to  make 
sure  your  site  remains  secure. 


J. P.  Morgan  works  for  its  clients. 
Digex  works  for  J. P.  Morgan. 


Digex    keeps  e-business  in  business*" 


www.digex.com/jpmorgan  1-800-455-2968  ext.  223 

www.morganonline.com  1-877-576-6616 


©2000  Digex,  Inc.  All  trademarks,  tradenames  and  service  marks  mentioned  or  used  belong  to  their  respective  owners.  All  rights  reserved. 

Morgan  OnLine  services  are  orovided  by  J. P.  Morgan  Advisory  Services  Inc.,  a  member  of  SIPC.  Morgan  Online  is  a  trademark  of  Morgan  Guaranty  Trust  Company  of  New  York, 


FOLLOW-THRO 


story  ran,  its  chief  competitor,  Baxter 
International,  bought  Somatogen  for 
close  to  $200  million  in  stock  and  cash. 
Baxter  shelved  both  its  and  Somato- 
gen's  first  generation  synthetic  hemo- 
globin products  in  favor  of  a  newer  ver- 
sion based  on  recombinant  technology. 
That  product  is  still  in  development. 

Meanwhile  another  small  biotech 
operation,  Northfield  Laboratories,  has 
gained  the  lead.  Its  blood  also  uses  he- 
moglobin derived  from  outdated  blood 
but  chemically  modifies  it  to  avoid  the 
toxic  effects  encountered  by  Baxter's 
blood.  The  product  is  well  into  final- 
stage  clinical  trials,  the  last  step  before 
regulatory  approval.    — Lea  Goldman 

FEBRUARY  7,  2000 

A  Hard  Act  to  Follow 

PFIZER'S  VIAGRA  WILL  SOON  FACE  A 
slew  of  new  rivals,  we  predicted  last  Feb- 
ruary. Looks  like  the  impotence  block- 
buster will  have  the  market  to  itself  for 
awhile.  The  first  potential  competitor, 
Uprima  from  TAP  Pharmaceuticals, 
withdrew  its  application  after  the  Food 
&  Drug  Administration  raised  safety 
concerns.  The  problem:  One  in  30  men 
on  the  drug  suffered  dangerously  low 
blood  pressure.  TAP,  a  joint  venture  be- 
tween Abbott  Laboratories  and  Japan's 
Takeda  Chemicals,  conducted  additional 
human  studies  to  address  the  FDA's  con- 
cerns and  plans  to  reapply  for  approval. 

Another  up-and-comer,  Vasomax, 
from  Zonagen  and  Schering-Plough, 
also  has  had  problems.  Three  months 
after  our  story  the  FDA  demanded 
additional  lab  studies  to  address  its 
concern  that  Vasomax  might  cause 
abnormal  fat  deposits.  Those  studies 
are  under  way.  — R.L. 

AUGUST  10, 1990 


Jet  Stream 


THE  ANGIOJET  IS  A  TINY  WATER 
cannon  that  blasts  away  blood  clots  and 
vacuums  up  the  debris.  When  we  wrote 
about  it  two  years  ago  the  device  had  been 
approved  for  use  on  only  the  relatively 
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Clot  blaster:  Possis  Chief  Robert  Dutcher. 

tame  clots  that  sometimes  form  during 
kidney  dialysis.  Since  then  the  device's 
maker,  Minneapolis-based  Possis  Med- 
ical, has  won  FDA  approvals  clearing  its 
use  for  coronary  and  leg  arteries.  Stroke 
treatment  is  next  up,  but  FDA  approval  is 
probably  three  years  away. 

— Brendan  Coffey 


JUNE  14.  1999 

Cash  Injection 

WE  TOLD  YOU  THAT  TWO  NEW  DRUGS 
that  help  hold  adult  diabetes  in  check 
Avandia  and  Actos,  would  turn  out  tc 
be  blockbusters.  The  numbers  speak  foi 
themselves.  SmithKline  Beecham  sole 
$528  million  worth  of  Avandia  in  the 
U.S.  in  the  first  ten  months  of  200C 
while  Japan's  Takeda  Chemicals  and  El 
Lilly  together  peddled  $479  million  o: 
Actos,  according  to  market  researchei 
IMS  Health.  The  drugs  work  by  making 
the  body  more  sensitive  to  insulin. 

A  similar  drug,  Warner-Lambert' 
Rezulin,  was  recalled  in  March  aftei 
it  was  linked  to  63  deaths  from  livei 
damage.  But  so  far  Avandia  and  Actos 
appear  to  be  clean. 

— Nathan  Yard 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/ JANUARY  I,  1926 

Let's  Get  Physicals  There  are  thousands  of  people 

gradually  drifting  into  chronic,  so-called  incurable  disease.  A  man's 
whole  future  and  that  of  his  family  may  be  changed  by  the  simple  ele- 
mentary precaution  of  a  careful  annual  survey  of  his  body  and  his  life — 
a  form  of  inspection  which  the  average  man  carefully  applies  to  all  im- 
portant man-made  machines,  but  usually  neglects  for  himself. 

50  YEARS  AGO  IN  FORBES/NOVEMBER  I,  1951 

Pharmasuitable  Fortify  research  with  a  dash  of  dol- 
lars, mix  in  a  wonder  drug,  and  you  get  the  highly  successful  formula  that  has  in  ten  years  tripled  sales 
earnings  and  assets  of  62-year-old  Merck  &  Co.  Merck's  recent  price/earnings  ratio  of  22.6  and  yield  o 
1.98%  make  it  one  of  the  highest  priced  stocks  in  the  field.  By  way  of  contrast,  figures  for  Squibb  &  Sons 
whose  financial  showing  has  fairly  paralleled  that  of  Merck,  show  a  price/earnings  ratio  of  12.5,  a  yield  o 
3.5%.  Both  companies  are  up  to  their  ears  in  antibiotics,  both  are  engaged  in  widespread  research.  Yei 
Squibb  seems  to  have  been  overlooked— apparently  because  it  produces  no  "wonder  drug."  Merck  has  capi 
italized  dramatically  on  discoveries  like  streptomycin  and  cortisone. 

Squibb  merged  with  Bristol-Myers  in  1989  to  become  Bristol-Myers  Squibb,  but  the  company  has  yet  It 
overtake  industry  leader  Merck. 

15  YEARS  AGO  IN  FORBES/JUNE  2.  1986 

Thicker  Than  Water  The  risk  of  AIDS  and  most  other  blood-borne  diseases  from  trans; 
fusion  is  small,  but  the  fear  is  large.  "Autologous"  blood  banks,  which  store  your  own  blood,  seem  to  be  tradi 
ing  on  that  fear.  Blood  keeps  about  42  days,  and  storing  your  own  before  surgery  is  wise,  says  Dr.  Gerali 
Sandler,  medical  director  of  the  American  Red  Cross  blood  collection  program.  But  freezing  your  own  blooc 
has  limited  uses,  he  says.  Illness  often  strikes  unexpectedly,  when  patients  cannot  wait  for  frozen  blood 
Federal  rules  allow  frozen  blood  to  be  stored  only  three  years.  "This  is  like  term  insurance,"  Sandler  says 
"You  spend  the  money  and  in  three  years  you're  wiped  out." 

The  American  Red  Cross  projects  that,  using  new  methods  like  nucleic-acid  testing,  the  risk  of  contracting 
HIV  through  blood  transfusion  could  shrink  to  I  in  1.5  million. 
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Hurdles  on  the  road  to  your 


Jump  start  your  retirement 

PLAN  TODAY  WITH  TIAA-CREF. 

The  high  fees  and  expenses  charged  by  investment  companies  can 
seriously  erode  performance  results.  The  TIAA-CREF  pension  accounts 
have  some  of  the  lowest  expense  charges  in  the  financial  services 
industry,  one  of  the  reasons  why  Morningstar  says  that  "TIAA-CREF 
sets  the  standard  in  the  financial  services  industry."* 

TIAA-CREF  has  been  the  retirement  system  of  choice  for  millions  of 
educators  and  researchers  for  over  80  years.  The  TIAA-CREF  group  of 
companies  has  a  proven  history  of  helping  people  plan  for  tomorrow. 
Today,  our  mutual  funds,  IRAs,  personal  retirement  annuities,*  trust 
services  and  tuition  plans  are  available  to  everyone. 

Call  800  226-0147  for  more  information  about  TIAA-CREF's  products 
and  services,  including  charges  and  expenses,  or  for  mutual  fund  and 
personal  annuity  prospectuses.  Please  read  them  carefully  before  you 
invest  or  send  money. 


Ensuring  the  future 
for  those  who  shape  it. 


RETIREMENT         INSURANCE  MUTUAL  FUNDS  TRUST  SERVICES  TUITION  FINANCING 


performance  is  not  a  guarantee  of  future  results.  |  t Availability  subject  to  state  approval  *Source:  Morningstar,  June  2000.  referring  to  the  TIAA-CREF 
ion  accounts'  consumer  education,  service  and  low  fees.  TIAA-CREF  Individual  and  Institutional  Services,  Inc  distributes  CREF  and  TIAA  Real  Estate 
■ble  annuities.  •  Teachers  Personal  Investor  Services,  Inc.  distributes  the  Personal  Annuities  variable  annuities,  Mutual  Funds,  and  Tuition  Savings 
ements.  •  TIAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB  provides  Trust  Services. 
100  TIAA-CREF  and  TIAA-CREF  Life  Insurance  Companies.  NY,  NY  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not 
:  guaranteed. 
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Prison  Pressure 

The  idea  that  time  behind  bars  turns  good 
men  into  criminals  is  one  that  only  some 
academics  and  journalists  would  believe. 


JAMES  IL  WILSON 

PROFESSOR  EMERITUS,  UCLA;  TEACHER,  PEPPERDINE 
UNIVERSITY;  COAUTHOR  CRIME  AND  HUMAN  NATURE 

Most  criminologists  never  give  up  their  hostility  to  prisons. 
When  the  crime  rate  was  starting  to  increase  in  the  1960s, 
they  argued  for  rehabilitation  instead.  Now  that  the  crime 
rate  is  dropping,  in  part  because  more  people  were  impris- 
oned, they  say  we  incarcerated  too  many  people.  And  from 
first  to  last  they  often  claim 
that  we  incarcerate  too  many 
ethnic  minorities. 

The  newest  argument  is 
that  we  are  returning  too 
many  parolees  to  prison.  Fox 
Butterfield,  in  a  recent  New 
York  Times  story,  showed 
that  two-thirds  of  the  people 
sent  to  prison  last  year  were 
on  parole,  and  most  of  these 
went  back  inside  because  of 
"technical  violations  of  the 
terms  of  their  parole,"  such 
as  failing  a  drug  test.  The  re- 
sult of  this,  Butterfield  ar- 
gues, is  the  creation  of  a 
"self-perpetuating  prison 
class"  that  is  an  unexpected, 
and  presumably  undesirable, 
consequence  of  our  get- 
tough-on-crime  philosophy. 

I  have  a  different  view.  Prison  has  not  made  these  people 
bad;  they  were  bad  before  they  went  to  prison.  Prison  may 
rehabilitate  a  few  inmates,  and  the  prospect  of  going  back  to 
prison  may  frighten  others  into  becoming  law-abiding,  but 
there  is  very  little  evidence  that  prison  alone  makes  most  of- 
fenders either  better  or  worse. 

Butterfield's  data  make  the  point.  Inmates  today  are  over- 
whelmingly drawn  from  the  ranks  of  drug  users;  many  are 
illiterate  or  mentally  ill,  and  few  have  much  chance  of  hold- 
ing a  decent  job.  In  California  many  come  from  the  ranks  of 
street  gangs  and  return  to  those  gangs  once  they  are  free. 
They  were  sucked  into  crime  on  the  streets,  and  when  re- 
turned to  the  streets  they  will  be  sucked  back  in  again. 

When  we  realize  that  some  people  are  drawn  into  crime 


"For  a  drug  treatment  program  to  work  for  a  person 
on  parole,  the  state  must  have  some  way  of  forcing 
parolees  to  stay  in  one:  the  threat  of  incarceration." 


before  they  ever  see  a  prison,  we  will  stop  expecting  so  much| 
from  either  prison  or  parole  and  will  worry  more  about  pre- 
venting crime  when  would-be  offenders  are  still  young. 

Taking  this  view  calls  into  question  the  opinion  of  man) 
criminologists  that  prison  was  better  when  its  inmates  served 
flexible  sentences  and  were  released  only  when  a  parole 
board  thought  they  were  rehabilitated.  There  was  no  evi- 
dence then  that  parole  boards  knew  who,  if  anyone,  had  beer 
rehabilitated.  Though  rehabilitation  does  occur  on  occasion 
parole  boards,  like  criminologists,  can't  predict  who  the  ben- 
eficiaries will  be.  The  flexible  sentences  that  were  once  th« 
rule  did  not  mean  rehabilitation,  they  meant  discrimination, 
Two  people  with  the  same  record  who  had  committed  iden- 
tical crimes  served  different  prison  terms  based  on  a  parole 
board's  guess  as  to  who  had  changed. 

There  is  one  thing  that  prisons  and  parole  can  do,  how- 
ever: They  can  supply  drug  treatment  programs  in  prison 

and  parole  officers  can  insist 
that  parolees  stay  in  thos« 
treatment  programs  wher 
they  are  back  on  the  streets 
Butterfield  notes  the  gain; 
made  by  Phoenix  House  hi 
one  of  its  programs  for  rei 
leased  offenders  in  Califor 
nia,  and  rightly  suggests  thai 
more  such  efforts  be  made. 

But  he  omits  a  crucia 
point.  Treatment  program 
tend  to  help  people  th- 
longer  they  remain  in  them 
For  a  drug  treatment  prot 
gram  to  work  for  a  persoi 
on  parole,  the  state  mus 
have  some  way  of  forcini 
parolees  to  stay  in  one.  Thl 
only  means  the  governmen 
has  to  do  this  is  to  threatei 
inmates  with  more  incarcej 
ation.  Experience  in  California  and  elsewhere  has  shown  tha 
for  most  drug  users,  coercion  has  to  be  used  to  keep  them  ij 
treatment.  Those  who  experience  this  pressure  do  at  least  a 
well  as,  if  not  better  than,  those  who  stay  in  them  voluntarily 
Perhaps  a  return  to  prison  is  an  excessive  sanction.  Mayb 
we  could  send  inmates  who  drop  out  of  treatment  program 
back  to  local  jails.  But  there  must  be  a  credible  threat  tha 
they  will  be  sent  somewhere  unpleasant,  and  the  threat  mus 
be  enforceable  by  administrative,  not  judicial,  action.  Judge 
take  too  long  to  decide,  and  their  court  dockets  are  con 
gested.  And  so  parole  officers  must  do  exactly  what  sorri 
criminologists  think  they  shouldn't.  Where  criminologist! 
are  right  is  that  society  must  be  prepared  to  pay  the  bill  fc| 
these  treatment  programs. 
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Truth  is,  it  can  be  a  lot  of  fun. 


Especially  when  you're  creating 
breakaway  opportunities.The  kind 
that  transforms  companies  and 
launches  careers.  At  Acxiom, 
we  help  you  invent  exciting  new 
ways  to  build  more  meaningful 
customer  relationships  every  day. 

We  do  it  through  innovative  data 

services  and  technologies  such  as 

4  ® 
SolvitursM,  InfoBase  ,the  Acxiom 

SM 

Data  Network  and  our  exciting, 

TM 

newAbiliTec.  The  Customer  Data 
Integration  software  that  gives 
your  entire  organization  the  most 
accurate  picture  of  your  customer 
ever  assembled. 

Join  us  in  a  very  bright  future. 
One  where  we  reach  the  top 
together  and  just  keep  climbing. 

Acxiom.  Innovations  through 
Customer  Data  Integration. 


EARLY  EXPLORERS 


HAD  YEARS  TO  SEARCH 


FOR  NEW  WORLDS. 


WHAT  IF  YOU  ONLY  HAVE 


TWO  DAYS? 


Time.  For  many  of  us  the  goal  is 
M  ake  the  most  of  it.  So  how  nice  to  find 
that  understands  how  precious  our  fe\i 
days  really  are.  A  hotel  like  Hyatt. 

Whether  it's  the  soaring  architects 
brings  a  lobby  to  life,  or  that  brief  en^ 
with  local  culture,  Hyatt's  made  the  i 
discovery  a  quick  study.  And  even  thoug| 
more  time  will  always  be  welcomed,  no 
enough  will  no  longer  be  an  excuse. 

For  reservations,  call  Hyatt  o 
travel  planner. 

?b«  ,,.„,,.,,,  >«*^T 

s*  encompasses  hotels  and  resorts  managed,  franchised.  or  leased  by  two  separate  groups  of  companies  —  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation. 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


SLOW  START,  FAST  FINISH,  IF ... 


rHE  ECONOMY  IS  LIMPING  INTO  THE  NEW  YEAR  LIKE  AN 
ncreasingly  feeble  lamb.  But  there  is  no  reason  it  can't  end 
>00T  like  a  vigorous  lion. 

The  Federal  Reserve's  slow  but  persistent  deflationary 
ightening  of  credit  is  visibly  doing  damage.  OPEC's  extor- 
ion  continues.  European  economies,  never  robust,  are  los- 
ng  whatever  momentum  they  had.  For  a  decade  the  Bank  of 
apan  has  made  Alan  Greenspan  look  like  a  prolific  Santa 
Ilaus,  which  is  why  that  island  nation's  once-mighty  econ- 
)my  remains  stagnant.  No  wonder  two-thirds  of  Americans 
relieve  they  will  be  worse  off  financially  a  year  from  now. 

President-elect  George  W.  Bush  must  quickly  push  for  a 
najor  tax  cut,  including  cuts  in  income  tax  rates  and  capital 
jains.  People's  growing  anxiety  should  help  the  new  Presi- 
ient  pressure  Congress  into  going  along.  Fortunately  for 
3ush,  there  is  already  widespread  support  on  Capitol  Hill  for 
ither  needful  tax  measures,  such  as  phasing  out  the  death  tax, 


liberalizing  Roth  IRAs,  easing  the  marriage  penalty,  eliminat- 
ing the  federal  telephone  excise  tax  and  providing  more  tax 
relief  for  parents  and  for  small  businesses.  Bush  must  also  ex- 
tend the  moratorium  on  Internet  taxes.  In  addition,  with  del- 
icacy and  tact,  he  must  firmly  press  Alan  Greenspan  to  ease 
up.  The  Fed  had  no  business  hurting  the  economy  on  the 
basis  of  the  fallacious  belief  that  good  times  beget  inflation. 

Happily  the  nation's  next  Chief  Executive  will  most  likely 
push  for  tort  reform,  just  as  he  did  in  Texas.  The  increasingly 
dangerous  depredations  of  trial  lawyers  must  be  turned  back. 
We  will  also  likely  see  a  more  sane  antitrust  policy,  instead  of 
one  that  enviously  targets  innovative,  successful  companies. 

There  will  be  no  shortage  of  international  crises  emanating 
from  Russia,  China  and  an  increasingly  nuclearized  South  Asia. 

We  can  meet  the  economic  challenges  by  taking  immediate 
action,  and  we  can  surmount  our  other  troubles  through  level- 
headed diplomacy  and  by  rebuilding  our  run-down  military. 


THE  RIGHT  LEADER  FOR  ISRAEL 


SRAEL'S  ONCE  MUCH-MALIGNED  FORMER  PRIME  MINISTER 
3enjamin  Netanyahu  is  back  in  the  political  fray.  Since  his 
iverwhelming  defeat  nearly  20  months  ago,  he  has  been 
korking  in  the  private  sector.  With  violence  in  the  Middle  East 
•ontinuing  and  with  Israeli  elections  now  being  held  in  Feb- 
ruary, peace  advocates  should  hope  the  Knesset  dissolves  itself 
jr  passes  a  law  that  would  allow  "Bibi"  to  run;  either  way,  Bibi 
yould  be  eligible  to  compete  against  Ehud  Barak.  Under  cur- 
ent  Israeli  law,  when  a  special  election  is  called,  only  mem- 
iers  of  parliament  can  run  for  the  office  of  prime  minister. 

Unlike  Prime  Minister  Barak,  Netanyahu  knows  how  to  deal 
rith  Yasir  Arafat  and  his  henchmen — with  firmness.  Netanyahu 
ras  fiercely  criticized  in  many  quarters  for  allegedly  foot-dragging 
m  the  peace  process.  But  Israel  never  experienced  the  endemic 
:iolence  it  is  undergoing  today,  even  though  Barak  has  made  all 
fie  concessions — and  then  some — advocated  by  Israeli  doves 


and  the  Clinton/Gore  Administration.  When,  in  the  face  of  a 
Palestine  Liberation  Organization  provocation,  Netanyahu  made 
a  threat  behind  the  scenes,  Arafat  &  Co.  knew  he  meant  business 
and  backed  off.  Unfortunately  the  Barak  government  has  played 
right  into  Arafat's  hands.  The  PLO  and  its  fellow  terrorist-travel- 
ers provoke  deadly  disorders,  hoping  that  the  resulting  civilian 
casualties — especially  of  children — will  further  inflame  passions 
among  Arabs  and  hurt  Israel's  position  in  Europe  and  the  U.S. 

How  might  Netanyahu  deal  with  the  current  crisis,  as  op- 
posed to  Barak?  Employ  the  tools  he  used  before,  such  as  cut- 
ting off  funds  to  the  Palestinian  Authority  or  having  the  Israeli 
military  hit  business  structures  belonging  to  Arafat's  confed- 
erates or  having  them  target  Palestinian  police  stations. 

This  is  a  time  for  realism  and  firmness,  which  Netanyahu 
possesses.  Only  with  them  will  we  get  a  cold  peace  instead  of 
a  simmering  war. 


CANCEL  THIS 

fa  AIR  TRAFFIC  CONTROL  SYSTEM  IS  CHOKING.  DELAYS  ARE 
>p  63%  since  1995.  La  Guardia  Airport,  for  example,  is  ready 
)  severely  ration  slots  for  early-evening  flights. 

President  Clinton's  plan  to  create  an  Air  Traffic  Organization 
nder  the  Federal  Aviation  Administration  to  increase  air  traffic 
fficiency  is,  alas,  all  surface  and  no  substance.  The  President  says 
lis  organization  would  be  run  like  a  business,  with  an  operating 


FLIGHT  PLAN 

officer  who'd  get  nice  bonuses  if  targets  were  met.  Clinton  un- 
derstands little  about  business.  The  operating  officer  would  not 
control  his  budget  (that  would  remain  in  the  hands  of  Congress 
and  the  White  House);  he  could  not  issue  bonds  or  equity  to  raise 
capital;  and  he  would  be  under  the  thumb  of  the  bureaucracy 
that  made  a  hash  of  the  air  traffic  control  system  to  begin  with. 
The  only  way  to  truly  solve  the  problem  is  to  remove  air 
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traffic  control  (airline  safety  would  remain)  from  the  auspices 
of  the  FAA  and  make  it  a  private  organization  accountable  to 
the  aviation  industry,  both  commercial  and  general.  Such  an 
entity  would  be  master  of  its  budgets  and  obtain  capital  as 
needed.  By  being  accountable  to  its  customers,  it  would  indeed 
get  the  most-up-to-date  technology.  Congested  airports  such 
as  La  Guardia  could  handle  traffic  increases  of  20%  to  50%  if 
their  equipment  and  procedures  were  truly  cutting  edge.  Such 
a  company  would  receive  revenues  from  the  aviation  industry 
through  levies  on  tickets  (current  government  exactions 
would  be  repealed)  and  by  charging  fees  for  its  services. 


Airports  also  need  to  be  deregulated  so  they  can  price 
their  services  based  on  the  marketplace  rather  than  on 
bureaucratic  decrees  and  political  pressures.  If  an  airline 
wanted  a  slot  at  a  congested  hour,  it  would  pay  for  the  privi- 
lege. Passengers  whose  time  is  money  wouldn't  mind  higher 
fares  if  it  meant  not  suffering  interminable  delays,  and  vaca- 
tioners wouldn't  mind  leaving  midmorning  or  early  after- 
noon if  it  meant  cheaper  fares. 

President-elect  Bush  could  make  himself  a  hero  to  mil- 
lions of  weary  travelers  by  finally  completing  the  deregula- 
tion of  the  airline  industry  that  began  22  years  ago. 


A  MAN  OF  BOUNDLESS  ENERGY 


CAREFUL  READERS  WILL  NOTICE  A  CHANGE  ON  THE  CORPORATE 
masthead.  Leonard  H.  Yablon  has  moved  from  die  post  of  Exec- 
utive Vice  President  to  Chairman  of  Forbes  Holdings,  where  his 
depth  of  experience  will  be  helpful  as  we  move  forward  with  new 
ventures,  alliances  and  partnerships,  and  work  to  expand  our  ex- 
isting businesses.  He  will  continue  as  a  director  of  Forbes  Inc. 

Len  joined  us  in  1962  from  the  accounting  firm  where  he  had 
worked  on  the  Forbes  account.  He  quickly 
gained  additional  responsibilities,  winning 
the  trust  of  my  father  and  later  of  myself  and 
my  siblings.  He  was  heavily  involved  in  nu- 
merous facets  of  Forbes  Inc.'s  fast-growing 
operations.  He  oversaw  finance,  budget,  tax 
and  legal  matters,  as  well  as  circulation,  per- 
sonnel and  the  physical  publication  of  the 
magazine  itself,  what  in  the  trade  is  called 
manufacturing.  In  addition,  he  headed  our 
real  estate  and  recreational  operations. 


The  nature  of  many  of  Len's  responsibilities  didn't  always! 
make  him  popular.  No  department  head  wants  to  have  his  I 
proposed  budget  and  wish  list  searingly  probed  and  exam- 
ined. But  Len  was  no  Dr.  No.  He  spearheaded  the  company's 
thrust  into  several  new  areas.  He  welcomed  technological  ad- 
vances. He  always  thought  it  foolish  to  try  to  stint  on  the 
heart  of  the  publication,  the  editorial  department.  When  he 
became  Administrative  Vice  President  in 
1968,  he  rightly  observed,  "There's  more 
to  a  company  than  its  profit-and-loss 
statement.  The  intangibles  are  what  realh; 
count."  But  he  has  never  hesitated  ta 
make  tough  decisions  and  to  offer  can- 
did, perceptive,  no-holds-barred  advice. 

Len's  extraordinary  knowledge,  back- 
ground and  administrative  skills  will  be 
immensely  helpful  in  discharging  his 
new  responsibilities. 


CEREBRAL  CELEBRITY 


The  O'Reilly  Factor— by  Bill  O'Reilly  (Broadway  Books,  $23). 
The  best  part  of  this  bestselling  bevy  of  comment  and  opinion 
by  this  iconoclast  who  hosts  a  fire-hot  cable  TV  show  is  the 
chapter  on  drugs.  Legalization?  Forget  it.  That  would 
increase  the  number  of  drug  users.  And  don't  fall  for 
the  line  that  only  the  addict  is  hurt.  "The  abuser  is  al- 
most certainly  going  to  hurt  other  people,"  O'Reilly 
correctly  observes.  "Something  like  75%  of  all  phys- 
ical abuse  against  helpless  litde  kids"  is  committed 
by  drugged  or  drunken  adults.  Other  "collateral 
damage"  of  drug  and  alcohol  misuse  includes  un- 
wanted pregnancies,  sexually  transmitted  diseases, 
murders,  accidental  deaths  and  suicides.  So  why  not 
also  prohibit  alcohol,  which  we  disastrously  tried  to 
do  80  years  ago?  Retorts  O'Reilly,  "The  drug  addict  takes 
drugs  for  only  one  reason:  to  get  high.  The  vast  majority  of 
Americans  who  drink  are  able  to  do  so  responsibly  without 
crossing  the  line  to  intoxication.  That's  a  significant  difference." 

But  O'Reilly  has  only  scorn  for  the  current  war  on  drugs, 
which  he  labels  an  expensive  failure.  The  best  solution:  Do  na- 


tionwide what  Alabama  does.  All  prisoners  there  are  tested  foi 
drugs  when  they  are  booked.  If  they  test  positive,  as  most  do' 
they  are  given  a  choice:  "Forced  drug  rehab  in  a  prison  drug 
facility  or  a  longer  sentence  with  the  general  prisor 
population."  (See  p.  38.)  Those  in  the  program  get 
counseling,  schooling  and  job  training.  When  re- 
leased the  individual  must  undergo  frequent 
mandatory  drug  testing.  If  he  doesn't — or  if  he 
fails — it's  back  to  the  slammer.  Voluntary  drug  rehat 
rarely  works,  as  newspaper  headlines  about  addictec 
celebrities  frequently  remind  us.  In  Alabama 
O'Reilly  reports,  twice  as  many  criminals  who  have 
gone  through  forced  rehab  stay  off  drugs  than  dc 
those  who  haven't  gone  through  the  program.  Pres- 
ident-elect Bush  should  make  O'Reilly  drug  czar. 
O'Reilly's  comments  on  working  and  on  raising  childrer 
are  also  on  target.  This  book  bristles  with  assumptions,  asi 
sessments  and  attitudes  that  will  either  have  you  bobbing 
your  head  in  agreement  or  shaking  it  in  disbelief.  No  wonde 
O'Reilly's  ratings  are  rising  the  way  stocks  once  did. 
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OTHER  COMMENTS 


Nobody  remembers  who  came  in  second. 

—CHARLES  SCHULZ 


Vote  for  Peace  If  polls  are  any  indication,  Benjamin 
Netanyahu  may  now  be  the  only  man  in  Israel  who  can  se- 
cure a  solid  mandate  from  the  voters.  He  may  even  be  the 
man  best  able  to  achieve  peace,  in  much  the  same  way  that 
anticommunist  hard-liners  Richard  Nixon  and  Ronald  Rea- 
gan were  the  U.S.  presidents  best  equipped  to  redefine  the 
U.S.  relationship  with  China  and  the  former  Soviet  Union. 
Strength  may  indeed  be  the  best  path  to  peace. 

In  any  case,  at  this  crucial  juncture  in  their  history,  Israelis 
should  not  be  deprived  of  the  best  possible  choice  of  candi- 
dates simply  by  means  of  a  tricky  parliamentary  move  by  a 
desperate  prime  minister.  The  Knesset  can  foil  Barak's  gam- 
bit either  by  changing  the  law  that  prevents  Netanyahu  from 
running  or  by  dissolving  itself  and  calling  new  parliamentary 
elections.  It  should  do  one  or  the  other.  There  is  too  much  at 
stake  to  deny  Israelis  the  chance  to  vote  for  the  candidate 
they  consider  most  capable  of  providing  them  with  long- 
term  stability  and  security. 

For  the  moment,  at  least,  that  man  is  Benjamin 
Netanyahu. 

— South  Florida  Sun-Sentinel 

Nose  Dive  President  Clinton  moved  to  create  a  new 
system  for  untangling  air-traffic  gridlock.  But  the  fixes  as- 
sume government  will  succeed  at  a  job  at  which  it  has  re- 
peatedly failed:  bringing  the  nation's  creaky  air  traffic  con- 
trol system  into  the  21st  century.  Not  likely,  given  past 
congressional  opposition,  the  uncertainties  in  a  new  ad- 


"The  13  stripes  remind  us  what  a  stamp  used  to  cost, 
and  the  50  stars  predict  what  it  soon  will  cost." 
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ministration  and  the  problem's  enormity. 

Clinton's  order  sets  up  the  Air  Traffic  Organization,  j 
government  entity  with  new  corporate  powers  and  leader 
ship.  But  Clinton's  plan  stops  short  of  answering  calls  tc 
study  ways  of  divorcing  the  air  traffic  system  from  govern 
ment  and  making  it  partly  or  wholly  private — a  step  taken  it 
more  than  a  dozen  nations,  including  Great  Britain,  Nev 
Zealand  and  Canada.  They've  enjoyed  better  managemen 
and  faster  modernization,  and  already  employ  technologie 
that  the  U.S.  can  still  only  hope  to  harness. 

— USA  Toda 

Murky  Life  The  man  who  never  alters  his  opinion  il 
like  standing  water,  and  breeds  reptiles  of  the  mind. 

—WILLIAM  BLAK: 

Check  Mate  My  parents'  marriage  wasn't  tested  th  I 
way  marriages  are  today.  Since  the  1960s  a  couple  walkin 
down  the  aisle  or  taking  their  turn  at  city  hall  are  going  t« 
have  huge  expectations:  a  big  house,  late-model  cars,  and  ex 
pensive  "with-it"  clothes,  great  sex  between  hard  bodies,  var 
ied  and  healthful  foods,  separate  space  but  mutual  interests 
stimulating  conversation  that  helps  each  partner  "grow,"  fu 
parties  and  swell  vacations,  exceptional  children  who  can  b 
bragged  about  on  social  occasions  and  at  the  office,  constar 
hugging  and  supportive  endearments,  old-fashioned  consid 
erate  behavior  and  also  trendy  progressive  thinking — an 
don't  forget  the  intelligent,  cheerful,  gifted  pets. 

If  that's  your  agenda,  there's  a  quick  route  to  reality.  Ru 
that  list  by  your  parents. 

—BILL  O'REILLY,  The  O'Reilly  Facte 

Winter  Babies  Why  is  it  that  men  who  can  g 
through  severe  accidents,  air  raids,  and  any  other  major  cr: 
sis  always  seem  to  think  they  are  at  death's  door  when  the 
have  a  simple  head  cold? 

—SHIRLEY  BOOT: 

Monkey  Business  Raven  Thorogood  III  is  a  six-yeaiT 

old  chimp  from  Boone's  Animals  for  Hollywood,  and  for  te 
months  in  1999,  she  threw  darts  at  a  board  where  stock  syrr 
bols  of  133  Internet  companies  were  posted.  She's  throw 
ten  darts,  and  every  one  of  them  has  been  a  winner.  Raven 
Chimp  Fund  growth  of  130.19%  was  way  ahead  of  the  Do1  ' 
Jones  industrials  and  the  Standard  &  Poor's  500  Inde: 
David  Allsberry,  Raven's  trainer,  concluded  that  "because  tf 
stock  market  is  a  jungle,  Raven  must  feel  right  at  home." 

— Coffee  News  I 
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commentary 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


THE  CLINTON/GORE  ANTIMILITARY  BIAS 


VITH  ALL  OF  THE  BIZARRE  AND  FANTASTIC  REPERCUSSIONS 
lowing  from  November's  presidential  election,  one  of  the 
nore  regrettable  aspects  was  the  antimilitary  bias  of  Vice 
'resident  Gore's  campaign,  both  before  and  after  the  election. 

The  Gore  campaign  expressed  great  and  public  anger  in 
ieptember  when  a  large  number  of  fully  retired,  former  high- 
anking  military  officers  joined  in  a  statement  urging  the  elec- 
ion  of  Governor  George  W.  Bush.  The  Gore  campaign's  ob- 
sctions  seemed  to  have  been  based  on  some  far-out  theory 
hat  retired  generals  and  admirals — who  have  devoted  a  life- 
ime  of  service  to  the  country — cannot  endorse  a  candidate  in 
.  race  for  the  presidency,  even  though  the  President  chosen 
vill  be  Commander-in-Chief  of  the  armed  forces. 

Who  better  to  express  an  opinion  on  such  a  vitally  impor- 
ant  matter  than  people  who  have  served — usually  for  30 
'ears — in  positions  that  give  them  a  unique  and  valuable  plat- 
orm  from  which  to  judge  presidential  candidates?  Obviously 
s  retired  officers  with  no  further  decision-  or  policymaking 
lower  over  military  matters,  these  people  are  simply  express- 
ng  their  expert  opinions  as  to  what  would  be  best  for  the 
ountry.  They  are  perfectly  entitled  to  do  this,  and  their  rec- 
immendations  should  be  welcomed. 

Another  equally  unhappy  example  of  the  antimilitary 
>ias  of  the  Clinton/Gore  Administration  was  the  frantic  and 
esolute  attempt  the  Gore  campaign  made  to  disqualify 
housands  of  absentee  ballots  that  had  been  cast  by  our  mil- 
tary  personnel  overseas.  The  mindless  Gore  mantra  "Count 
very  vote"  seems  to  have  stopped  at  the  water's  edge.  Gore 
•ackers  knew  by  instinct  and  from  the  comparatively  few 
nilitary  ballots  that  were  counted  that  the  majority  of  over- 
eas  ballots  were  likely  to  be  for  Governor  Bush,  not  the  Vice 
'resident.  Therefore  the  Gore  campaign,  following  a  stan- 
lard  Clinton  electoral  tactic  that  anyone  who  may  be  against 
ou  must  be  demonized  and  destroyed,  used  every  legal  ar- 
;ument  imaginable  to  block  the  counting  of  the  military's 
bsentee  ballots.  Mr.  Gore  would  have  served  his  own  cam- 
laign  and  the  nation  far  better  had  he  instructed  his  zealous 
dherents  to  suspend  their  antimilitary- votes  campaign.  He 
hose  not  only  not  to  do  this  but  to  fight  the  counting  of  the 
otes  and  to  get  those  that  had  been  counted  thrown  out.  It  is 
10  coincidence  that  the  Clinton/Gore  Administration  op- 
iosed  a  bill  the  House  passed  in  October,  297  to  113,  to  re- 
luce  obstacles  to  voting  by  our  military. 

There  have  been  numerous  other  evidences  of  this  anti- 


military  bias  that  is  so  damaging  to  our  system.  From  the  birth 
of  the  Republic  we  have  followed  the  basic  premise  that  our 
civilian  government  has  supremacy  over  our  military,  but  we 
have  always  honored  the  military.  One  of  Mr.  Clinton's  first 
acts  as  President,  attempting  to  change  the  status  of  homosex- 
uals in  the  military,  embroiled  him  in  an  immediate  and  pre- 
dictable fight.  He  extricated  himself  with  the  "Don't  ask,  don't 
tell"  policy,  which  he  later,  characteristically,  not  only  de- 
nounced but  also  said  the  Republicans  had  "tricked  [him] 
into."  Some  feat  for  a  minority  party  facing  the  craftiest  politi- 
cian of  the  last  20  years!  More  problems  arose  later,  when  an 
Administration-appointed  adviser  to  the  secretary  of  the  Army 
called  for  the  military  to  embrace  what  she  called  an  "ungen- 
dered  vision"  rather  than  the  services'  "macho  posturing." 

It  should,  I  suppose,  be  no  surprise  that  such  total  lack  of 
understanding  and  such  active  dislike  of  the  military  would 
emanate  from  the  Clinton  Administration.  Under  the  cir- 
cumstances, it  was  both  proper  and  necessary  that  some  of  the 
nation's  most  respected  military  leaders  let  the  public  know 
that  they  believed  the  armed  forces  and  the  country  would 
greatly  benefit  from  the  election  of  a  candidate  who,  like 
President  Reagan,  had  demonstrated  his  admiration,  respect 
and  understanding  of  the  military  and  its  unique  culture. 

Speaking  of  Things  Military  ... 

On  Dec.  11,  2000  in  an  open  letter  to  President  Clinton,  19 
distinguished  retired  U.S.  military  commanders  warned  that 
the  Administration's  new  "Memorandum  of  Understanding 
(MOU)  on  Missile  Launch  Notifications"  negotiated  with  the 
Russian  Federation  should  not  be  signed.  This  agreement 
would  require  that  prior  notice  be  given  to  the  Kremlin  of  all 
ballistic  missile  launches  and  virtually  all  space  launches.  The 
retired  officers  pointed  out  that  the  proposed  agreement  con- 
flicts with  President  Clinton's  "official  policy,"  which  he  is- 
sued in  December  1999,  entitled  "A  National  Security  Strategy 
for  a  New  Century."  This  document  states  that  "unimpeded 
access  to  and  use  of  space  is  a  vital  national  interest."  The  re- 
tired commanders  strongly  support  that  document  but  feel 
the  new  MOU  "seems  likely  to  add  to  the  existing  impedi- 
ments to  more  expeditious  and  efficient  access  to  space."  They 
concluded  that  the  new  agreement  is  "incompatible  with  our 
long-term  national  security  and  economic  interests." 

The  normal  Clinton  Administration  backlash  against 
military  advice  it  dislikes  will  no  doubt  be  forthcoming.  F 
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'echnology's  Long  March 

•  This  summer  Intel's  Pentium  4  chip  will  be  upgraded 
o  2  gigahertz.  Moore's  Law  (which  predicts  that  switch  den- 
ities  on  silicon  chips  will  double  every  18  months,  thus 
ielding  a  performance-doubling  every  24  months)  guaran- 
ees  a  50  gigahertz  chip  in  a  Gateway  or  Dell  box  by  2010. 

•  The  flip  side  of  Moore's  Law  is  lesser  known,  but  pay  at- 
ention:  Chip  prices  drop  30%  a  year  at  a  fixed  performance 
;vel.  Remember  the  486  chip?  It  was  top  of  the  line  in  1992.  By 
,010  the  powerful  486  chip  will  cost  a  quarter  (or  two  bits,  if 
ou  like  the  irony).  Today  it  costs  about  $  10.  An  even  older  chip 
inds  a  happy  home  in  the  popular  Blackberry  pocket  e-mailer. 

•  One  fiber-optic  glass  wire  is  50  microns  thick,  or  about 
he  width  of  a  human  hair.  Lucent  and  Nortel  are  able  to 
iump  10  trillion  bits  a  second  through  just  one  fiber  wire 
iver  short  distances. 

•  By  1994  photonic  engineers  were  able  to  split  a  light- 
wave into  16  different  wavelengths  and  jam  all  16  down  a 
iber  wire.  This  feat  (called  wave-division  multiplexing,  or 
VDM)  was  the  basis  of  Ciena's  founding. 

•  At  the  end  of  2000  the  WDM  standard  was  an  easy  160 
wavelengths  over  a  single  wire. 

•  Simon  Cao,  the  chief  technology  officer  at  Avanex, 
hinks  500,000  wavelengths  are  possible.  If  Cao  is  correct  and 
>  able  to  execute  his  idea,  Internet  addresses  could  be  toast 
y  2010.  Your  e-mail  and  phone  address  will  have  merged 
ito  one:  a  wavelength  that,  like  your  thumbprint,  is  yours 
nd  yours  alone.  (What's  the  frequency,  Kenneth?) 
he  Bottom  Line 

•  The  money  that  flowed  into  American  venture  capital 
unds  in  1991  came  to  $3  billion.  The  number  had  jumped  to 
100  billion  by  2000.  The  pot  grows  larger  when  you  toss  in 
orporate  venture  capital  and  angel  bucks. 

•  European  venture  capital  in  2000  ran  to  $20  billion, 
"he  amount  in  Asia  was  at  least  that. 

•  Worldwide,  venture  capital  is  now  close  to  a  $250  bil- 
on  industry.  Barring  any  archdukes  getting  plinked  or  cen- 
ral  bankers  hoisting  rates  in  a  recession  or  House  Ways  and 
/leans  chairmen  hankering  to  double  taxes,  we  could  see  a 
rC  industry  of  $500  billion  by  2010. 

•  Between  1974  and  1995,  Warren  Buffett's  Berkshire 
lathaway  and  the  top  20  or  so  VC  firms  had  this  in  com- 
mon: Both  camps  earned  compound  annual  returns  of 
round  35%. 

•  Between  1995  and  2000  Berkshire's 
ompound  annual  return  dropped  to  23%. 


But  the  top  VCs'  soared  to  more  than  100%  per  year.  We 
guess  that  with  the  dot-com  bubble  popped,  VCs  will  regress 
to  their  historical  average  of  35%.  That  ain't  hay. 

•  Last  year  the  seven  general  partners  at  Benchmark  Cap- 
ital in  Silicon  Valley  harvested  profits  from  their  first  fund. 
Each  partner  got  $300  million. 

•  Sequoia  Capital  in  Silicon  Valley  is  run  by  12  partners. 
Three  own  jets. 
Busted 

•  The  joke  this  summer  was  that  dot-com  stocks  were 
headed  to  hat-size  prices.  Make  that  drill-bit-size  prices  now. 

•  Mark  Tebbe  of  Lante  Corp.  had  stock  worth  $1  billion 
on  Mar.  6.  His  Lante  holdings  are  worth  $2 1  million  today. 
Candace  Carpenter  of  Ivillage  has  caved  from  $32  million  to 
$200,000. 

•  Bernie  Ebbers,  head  of  WorldCom,  beats  them  all.  He 
admitted  in  December  that  he  was  broke.  He  had  bet  heavily 
on  dot-com  stocks  and  then  missed  margin  calls  when  his 
own  company's  stock  fell  from  60  to  15. 
New  Value 

•Tech  stocks  have  tanked.  Even  so,  the  top  20  public  com- 
panies in  California's  Silicon  Valley  are  worth  $1.6  trillion. 

•  In  1997  Apple  CEO  Steve  Jobs  brusquely  fired  COO 
Ellen  Hancock.  Since  then,  Jobs  has  created  $1  billion  in 
shareholder  wealth.  Hancock  trounces  Jobs.  She  has  created 
$13  billion  at  her  new  company,  Exodus  Communications. 
Election  Record 

•  Hillary  Clinton  dropped  $100  million,  counting  soft 
money,  to  win  her  senate  seat  in  New  York.  Her  spree  ac- 
counts for  3%  of  all  electioneering  costs  nationwide — from 
President  to  local  judge — in  the  Nov.  7  election. 
Flying  Tips 

•  From  Gulfstream  V  to  Piper  Cub,  always  fly  downwind 
approach  legs  at  1.5  times  the  plane's  stall  speed.  Fly  base  legs 
at  1.4  times  the  stall  speed.  Fly  final  approaches  at  1.3  times 
the  stall  speed. 
Never  Say  Die 

•  In  1996  Lance  Armstrong  was  given  a  3%  chance  of 
beating  testicular  cancer  that  had  spread  into  his  lungs  (20  le- 
sions) and  brain  (3  lesions).  In  2000  Armstrong  won  cycling's 
torturous  Tour  de  France  for  the  second  consecutive  year. 

•  John  Miller  of  Poughkeepsie,  NY.  flew  a  200mph  plane, 

a  Beech  Bonanza  V35,  to  Portland,  Ore.  and  back  last  sum- 

Z  „.  .  ,  _  ,  mer.  For  giggles  he  also  pilots  a  300mph 

To  see  past  Digital  Rules  &  &&  t  r 

columns,  visit  our  Web  site  at  Beech  Baron  56TC  that  ne  calls  his  hot 
www.forbes.com/karlgaard.      rod."  Miller  is  98.  F 


FORBES"  January  8,  2001  55 


DJLLE  R  0  NT 


www.forbes.com 


Requiem  for  a  Desktop 

computers!  Pummeled  PC  makers  say  it's  just  a  little  downturn.  Don't  bet  on  it. 

could  extend  even  further— 


BY  QUENTIN  HARDY 

APPLE,  GATEWAY  AND  COMPAQ 
dropped  $10  billion  in  mar- 
ket value  in  just  a  few  days 
when  they  cut  their  earnings 
projections  last  month.  Not 
to  worry.  "I've  been  through  this  many 
times  before.  It's  called  a  cycle,"  Apple 
impresario  Steve  Jobs  told  the  press. 

Wrong,  Steve — mounting  evidence 
shows  this  is  no  mere  short  spell  of 


sluggishness.  This  may  well  mark  the 
final  sputtering  of  the  personal  com- 
puter as  one  of  the  premier  growth 
markets  of  the  past  20  years. 

The  future  PC  biz  could  look  more 
like  that  of,  say,  refrigerators.  That  would 
be  especially  alarming  for  the  entire  tech 
industry,  because  PCs  drive  sales  of  soft- 
ware and  operating  systems,  printers 
and  scanners  and  modems,  servers  and 
networking  gear  and  more.  The  impact 


how  well  can  the  new  AOL-Tim« 
Warner  do  selling  high-speec 
Internet  access  if  homes  stop, 
buying  PCs  altogether?  It  is  on« 
reason  why  Microsoft  lost  $3: 
billion  in  market  cap  the  da^ 
after  it  cut  its  earnings  forecas 
5%  last  month. 

Wall  Street  already  has  passec 
judgment  on  this  threat,  loppinj 
off  half  a  trillion  dollars  in  marke 
value  from  eight  giants  in  th 
past  year  (Apple,  Hewlett 
Packard,  IBM,  Dell,  Compaq 
Gateway,  Intel  and  AMD). 

Makers  sold  an  estimated  4' 
million  PCs  in  the  U.S.  in  200C 
up  12%  from  1999— the  small 
est  rise  since  1990.  Revenues  hi 
$70  billion,  up  just  8%;  it  was  th 
fourth  straight  year  of  revenu 
growth  trailing  unit  growth 
That's  discounting  for  you. 

Nor  does  it  look  likely  tha 
the  business  can  return  to  th 
20%-plus  growth  rates  of  th 
1990s.  This  market  may  be  to' 
well  saturated. 

In  the  home  and  busines 
segments  alike,  most  people  now  hav 
machines  powerful  enough  to  east 
handle  most  foreseeable  tasks.  Maker 
have  failed  to  divine  the  next  hot  acces 
sory  that  can  prompt  current  owners  t 
upgrade.  Nor  have  they  made  PCs  s 
cheap  and  simple  as  to  land  the  lag 
gards  who  haven't  yet  bought  one. 

In  businesses  63%  of  America 
workers  now  have  access  to  a  compute 
Research  firm  IDC  says  net  margins  o 
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business  PCs  are  at  5%,  l^i  =  {^jj|? ffff 1 1 Iffrj    |   in  the  future,"  says  Carl 

down  from  20%  in  1995.  For  Michae|  De||(  Steve  Everett,  senior  vice  presi- 
The  home  market  is  Jobs  and  Ted  Waitt,  dent  at  Dell.  "One  of  the 
;ven  more  overloaded.  declining  PC  sales  are  biggest  risks  in  this  busi- 
es are  in  85%  of  U.S.  f*«ctinf  ™>re  than  ness  .   looki  ■ 
.  ,  ,  .  ,       ,  .  their  net  worth.  „       °  ' 
lomes  with  kids  and  in-  one  year.  Maybe  so,  but 

:ome  of  $70,000  or  — ^Mj^^^S  the  $1,900  model  he 
nore.  Overall,  60%  of  pljB^^^I  '"'ISm  touts  ^or  ^e  home  looks 

ill  homes  have  PCs,  but        Hp  ^         '■;       I   expensive  in  a  glutted 
:he  rate  of  expansion  is   *~*~^     M^Cxi~  '      ''  I  mar^et- 
;lowing.  Nor  does  the  mL       A  }       AMD    Chief  W.J. 

jther  40%  look  like  Wk^gjjr^^mm  Sanders  predicts  PCs 

in  eager  audience:  In  IjA^^--'  "will  continue  to  be  the 
1999  71%  of  new  p<  s   B3ff|TlV  'NlpSLl  |  hub  of  the  digital  uni- 

•vent  to  homes  that  al-  grlWrcrSfflrirjlgH^  verse."  But  at  Intel,  a  big 
■eady  had  one,  Gartner   S jj    '  '    push  into  chips  for  cell 

jroup  says.  phones  and  networking 

PC   makers  always  ^^fi^,       §ear  1S  an  admission 

iked  to  envision  the  day  I  7  HS  "that  the  PC  business  isn't 

vhen   their   products  >•.<»>■     going  to  grow  the  way  it 

vere  as  commonplace  as  has,"  says  a  company 

lousehold  appliances;  spokesman, 
hey  even  dubbed  their  ^  Some  50%  of  Gate- 

nachines  "information  * f£j|£sHpfl  way's  profits  now  come 

ippliances."  a"  ¥>  W  wftm^BSm     from  non-PC  businesses, 

The  business  is  now  MIW^H|jBWB|Bl^^  I  like  digital  cameras  and 
itarting  to  look  like  that    C   *  "  ■      Internet  service.  HP  now 

)f  any  other  pricey  ap-  sells  more  bundled  pack- 

jliance.  Unit  sales  of  /  I  ages  that  include  printers 

ridges  and  freezers  have  I  and  modems.  But  with 

iveraged    about    9%  wH*  mimon  homes  al- 

;rowth  a  year  since  ^fc^MLj^    ilT        ready  owning  two  or 
1997.  But  Maytag  has         ,^K^JB^«k;      more    PCs,   that  idea 
ibout  half  the  price/   ^^^P*»-dlfl(r^L    could  sputter. 
:arnings  ratio  of  Com-        ^flfew  The  great  hope  is  for 

)aq — and   about   the  B^^KjW^  renewal  on  the  business 

ame  as  Apple,  the  in-     JJfflflfljjHIgjfi  side  and  a  last-minute 

lustry's  biggest  stock-  save  from  Microsoft, 

narket  loser  in  percent-  which  lifted  PCs  out  of  a 

ge  terms.  1990  slump  by  introducing  Win- 

A  few  PC  makers  are  facing  the  dows.  Makers  pray  companies  will 
;lum  facts.  Hewlett-Packard  won  upgrade  en  masse  to  the  Windows 
narket  share  for  its  PCs  in  the  third  2000  operating  system,  but  sales  are 
ruarter,  and  through  Wal-Mart  sold  off  to  a  slow  start.  Analysts  had  ex- 
|nore  than  100,000  $798  PC  starter  pected  30%  of  business  PCs  to  be  on 
>ackages  on  Thanksgiving  weekend,  the  new  system  by  now,  but  the  real 
1st  Chief  Executive  Carly  Fiorina  figure  is  half  that, 
fays,  "the  long-term  trend  in  the  U.S.  Microsoft  now  figures  a  lot  of 
K  a  slowed  replacement  pattern"  for  firms  will  adopt  Windows  2000  by 
,Cs.  She  expects  single-digit  PC  late  next  year,  spurring  PC  sales, 
rowth  from  HP  next  year.  Refriger-  Maybe,  but  we  wouldn't  bet  on  it. 
itor  numbers.  Without  a  compelling  reason  to 

But  others  are  in  denial.  "Refriger-  buy — or  a  new  driver  to  lead — the 
tor  numbers  may  happen,  but  it's  far    glory  days  look  gone.  F 


The  Mole  Theory 

p  o  l  i  t  i  c  s  l  Could  Al  Gore 
attorney  David  Boies  actually 
be  a  closet  Republican? 

BY  T0NI  MACK  WITH  LYNN  COOK 

THERE'S  A  CONSPIRACY  THEORY  FOR 
everything.  Here's  a  wild  one, 
about  who  really  stole  the  presi- 
dency: crackerjack  Gore  lawyer  David 
Boies.  According  to  the  theory,  which  we 
have  heard  from  unreliable  sources,  Boies 
is  such  a  good  lawyer  that  he  could  only 
have  lost  the  court  case  on  the  recount  if 
he  secretly  wanted  to  lose  it. 

Note  that  at  the  Dec.  1 1  U.S.  Supreme 
Court  hearing  Boies  seemed  to  be  non- 
plussed by  the  justices'  many  questions 
about  the  Constitution's  equal-protec- 
tion clause — even  inspiring  laughter  in 
the  usually  sober  courtroom  in  an  inter- 
change with  Justices  Antonin  Scalia  and 
David  Souter  about  how  the  only  right 
thing  was  to  "count  every  vote." 

The  mole  theory  says  that  the  Gore 
plan  for  a  selective  recount  in  three  coun- 
ties was  ultimately  fatal  to 
his  chances  of  election — 
and  that  Boies  must  have 
known  all  along  it  would 
run  into  trouble  in  Tal- 
lahassee, if  not 
Washington. 

If  Boies  were 
a  closet  sympa- 
thizer of  free  en- 
terprise and 
other  Republi- 
can causes,  the 
famed  Yale  Law 
School  grad 
would  want 
Microsoft  to  win 
its  monumental  anti- 
trust   battle.  Of 
course,  he  seems  to 
have  done  just  the 
opposite,  by  mak- 
ing mincemeat  of 
Bill  Gates  and  other 


Secret  saboteur? 
Boies. 
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QIJTFRONT 

executives  in  cross-examination.  Still,  his 
and  the  government's  tactics  gave  Mi- 
crosoft ample  opportunity  to  appeal 
(check  out  its  150-page  brief  at 


wins  in  the  Washington,  D.C.  Circuit 
Court  of  Appeals,  maybe  it  will  owe  a 
debt  of  thanks  to  the.  most 
famous  freelance  prosecutor  since 


Uheck  out  its  15U-page  bnet  at  tamous  treeiance  prosecutor  since  fcivis  is  stu 
www.cad.uscourts.gov).  If  the  company    William  Jennings  Bryan  of  the  Scopes  basement." 


monkey  trial. 

We  tried  out  the  mole  theory  on  th< 
man  himself.  Sure,  Boies  says — an<j 
"Elvis  is  still  alive  and  a  prisoner  in  iw 


Trading  Places 


B  R  a  n  d  s  I  Oldsmobile's  demise  has  an  unlikely 
beneficiary:  Saturn. 

BY  ROBYN  MEREDITH 

WHEN  GENERAL  MOTORS  ANNOUNCED  IT  WAS  PHAS- 
ing  out  its  Oldsmobile  division,  you  could  forgive 
the  folks  over  at  the  Saturn  division  if  they  were  feel- 
ing smug.  For  years  the  fates  of  these  two  brands  have  been 
linked  behind  the  scenes  in  an  internal  battle  for  marketing 
and  investment  money  from  parent  GM.  In  the  mid-1990s 
Oldsmobile  executives  outmaneuvered  Saturn's,  persuading 
GM  brass  to  spend  billions  developing  new  models  for  an 
against-the-odds  revival  of  the  tarnished  Oldsmobile  brand. 

We  now  know  that  GM's  bet-on-the-loser  strategy  was  a 
dud.  While  Olds'  new  cars  got  nice  reviews,  and  the  average 
age  of  buyers  dropped  from  61  to  50,  sales  slumped.  Mean- 
while, GM  was  starving  Saturn.  It  had  a  wildly  successful 
start  with  its  small  car.  But  through  much  of  the  1990s, 
when  it  could  have  been  expanding,  it  had  only  a  single 
product,  and  that  was  designed  in  1990.  Saturn's  midsize 
sedan,  introduced  in  1999,  has  sold  less  than  half  what  GM 
expected.  Saturn's  market  share  slipped  from  1.8%  in  1996 
to  1.6%  last  year. 

GM  Chief  G.  Richard  Wagoner  Jr.  says  the  company  had 
to  make  a  tough  choice  with  money  scarce.  Still,  he  doesn't 
offer  up  alibis.  "I  wouldn't  position  that  this  thing  has  been 
played  out  masterfully — obviously  it  hasn't,"  he  says. 


Ah,  if  only  it  were  1950  again. 

So  as  it  was  planning  an  exit  strategy  for  Olds,  GM  de- 
cided to  pump  $1.5  billion  into  resurrecting  Saturn,  finally 
giving  it  a  full  lineup.  This  fall  the  Saturn  Vue,  a  small,  boxy 
sport  utility  vehicle,  is  scheduled  to  go  on  sale.  Saturn  then 
plans  to  redesign  its  small  car  offerings,  and  by  2004  plans 
to  add  one  more  vehicle,  most  likely  a  minivan/station 
wagon  mix.  Saturn  has  been  given  the  Olds'  task  of  attract- 
ing more  Honda  and  Toyota  buyers. 

"GM  has  now  realized  that  this  is  a  brand  worth  invest- 
ing in,"  says  Cynthia  Trudell,  Saturn's  president.  That's  the 
good  news  for  Saturn.  The  bad:  Wagoner  doesn't  shed  tears 
about  losers.  F 


ft*?* 


They  stepped  back  from  the  edge:  Crosspoint  partners. 


Don't  Jump! 

F I  n  a  n  c  e  l  Crosspoint 
Venture  Partners 
passed  up  $1  billion 
from  its  investors.  What 
were  they  thinking? 


I 


BY  LUISA  KROLL 

IMAGINE   A  VENTURI 
capital   firm  turning 
I  down  $1  billion  from  in- 
vestors— and  admitting 
that  it  couldn't  do  a  gooc 
job  with  the  money  righ 
now.  Sounds  about  a: 
likely  as  Robert  Downey  Jr 
saying  no  to  a  certain  white  powder. 

The  about-face  came  from  Crosspoint  Venture  Partners 
The  Woodside,  Calif,  firm — a  backer  of  Juniper  Networks 
Ariba,  Brocade  and  Foundry  Networks,  among  others — an- 
nounced plans  to  raise  a  giant  fund  in  October.  There  wa: 
no  end  of  takers,  even  as  the  Nasdaq  dipped  below  3000 
Then,  just  before  the  fund  was  scheduled  to  close  Dec. 
and  long  after  it  had  received  written  commitments,  Cross 
point  partners  reportedly  held  a  meeting  to  discuss  marke 
conditions.  The  most  optimistic  guy  at  the  table  predictec 
the  downturn  would  last  several  quarters;  the  most  bearisl 
figured  several  years.  Soon  after,  they  phoned  investors  anc 
told  them  they  didn't  want  the  money. 

"It  wasn't  one  event,"  says  John  Mumford,  founding  part 
ner  and  a  30-year  veteran.  "We  think  early-stage  venture  in 
vesting  is  broken.  Less  thoughtful  and  less  experienced  VG 
continue  to  drive  up  prices."  And  some  wouldn't  scruple  tc 
take  the  money  and  collect  huge  management  fees — for  doinj 
absolutely  nothing.  Crosspoint  also  said  it  hoped  to  set  an  ex 
ample  for  other  firms  to  restore  "sanity"  to  the  industry. 

The  Valley  was  all  aflutter.  "A  stink  bomb  exploded  or 
Sand  Hill  Road,"  says  a  large  institutional  investor  who  deal 
with  Crosspoint.  For  the  first  time  a  member  of  the  famil; 
was  urging  fellow  members  to  wake  up  and  admit  they  wen 
dysfunctional.  The  chatter  was  so  thick  at  Buck's,  the  loca 
diner  where  VCs  meet  for  breakfast,  that  owner  Jamis  Mac 
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Try  going  to  sleep  the  first  night 
you  have  this  in  your  garage. 

The  day  you  go  from  dreaming  about  the  911  Carrera  Cabriolet  to  actually  owning  one  is  like 
nothing  else.  The  timeless,  flowing  lines.  The  300  horsepower  boxer  engine.  No,  sleep  will  not  come. 
We  suggest  a  top-down  drive  in  the  cool  midnight  air.  Contact  us  at  1-800-PORSCHE  or  porsche.com. 


OUTFHONT 

After  Crosspoinfs  announcement  "a  stink  bomb  exploded  on  Sand  Hill  Road 


Niven  called  Mumford  to  give  him  the  play-by-play. 

So  far,  though,  no  one's  imprinting  the  leader.  "It's  a 
great  water-cooler  topic  because  it's  unprecedented,"  says 
Gary  Rieschel,  president  of  Softbank  Venture  Capital.  "But  I 
don't  know  anyone  who  is  changing  their  behavior  or  plans 
based  on  what  Crosspoint  did."  In  fact,  several  firms  are 
raising  their  own  giant  funds,  including  Charles  River  Ven- 
tures; and  Mohr,  Davidow  Ventures,  which  closed  an  $850 
million  fund  in  December. 

A  lot  of  firms  and  investors  thought  they  smelled  a  rat — 
and  figured  Crosspoint  must  be  hiding  something.  Why  else 
raise  the  fund,  only  to  abandon  it?  Some  of  the  more  popu- 
lar theories:  The  partners  got  so  rich,  they  decided  to  cash  out 
at  the  top.  They  were  having  trouble  with  their  most  recent 
fund  and  had  to  tend  those  investments.  Crosspoint  was  too 


small  to  handle  a  fund  that  big.  It  was  all  a  publicity  stunt. 

At  the  very  least  it  was  odd.  Crosspoint  was  going  fui 
throttle  until  recently,  closing  an  $854  million  fund  in  Dfi 
cember  1999  and  adding  two  new  partners.  As  recently  a 
Nov.  6  Crosspoint  boasted  in  a  press  release  that  it  increase 
venture  investing  by  17%  over  the  previous  quarter,  and  ha 
funded  seven  new  companies.  "We're  moving  full  steam  ahea 
with  our  investments,"  wrote  Seth  Neiman,  managing  partne 
"We  see  an  investing  landscape  full  of  opportunities  to  buil 
companies  that  can  become  the  next  market  leaders." 

But,  as  everyone  knows,  landscapes  along  the  San  Ar 
dreas  fault  tend  to  buckle  and  change  without  notice.  Anc 
whether  it's  a  publicity  stunt  or  not,  nothing  in  this  sequenc 
of  events  would  prevent  Crosspoint  from  raising  $1  billion- 
when  the  time  is  right.  I 


Valley  of  the 
Mudslingers 

VENTURE  CAPITALI 

Benchmark  Capital  went  from 
Silicon  Valley's  favorite  son 
to  its  whipping  boy. 

BY  LUISA  KROLL 

HEARD  THE  JOKE  ABOUT  DANTE 
touring  hell?  He  and  Virgil  pass  by 
a  pit  of  boiling  lava,  where  demons 
are  pushing  screaming  souls  back  into 
the  flaming  goo  with  pitchforks.  They 
pass  another  pit  full  of  the  damned,  but 
no  demons  herding  them.  Dante  asks, 
"How  come  no  guards?"  Virgil  replies: 


"They're  Russians.  As  soon  as  one  climbs 
out,  his  comrades  pull  him  back  in." 

The  same  might  be  said  of  Sand  Hill 
Road,  in  Menlo  Park,  Calif.,  home  to  the 
toniest — and  cattiest — venture  capital- 
ists. In  this  case  the  one  being  pulled 
back  in  is  Benchmark  Capital,  one  of  the 
most  envied  firms  in  Silicon  Valley. 
Formed  in  1995,  it  gained  fame  by 
putting  money  into  Ebay  and  big  win- 
ners like  Ariba  and  HandSpring. 

Benchmark  is  still  the  talk  of  the 
town.  But  the  talk  isn't  very  nice.  The 
latest  whispering:  Partners  aren't  getting 
along;  they're  dumping  their  own 
money  into  companies  to  salvage  them; 
they  asked  investors  to  fork  over  $200 
million  for  troubled  companies. 

Benchmark  insists  none  of  this  is 


true.  But  that  hasn't  stopped  rumoi 
that  it  sent  a  letter  to  limited  partnei 
warning  that  its  $175  million  third  func 
which  closed  in  December  1998  and  ir 
vested  mostly  in  Weblettes,  would  liqu 
date  without  a  profit.  Several  VCs  clair 
they  saw  the  letter;  none  can  produce  i 
"It's  such  a  fantastical  rumor.  Yet,  peop' 
I  respect  have  called  me  assuming  th 
letter  exists,"  says  Eric  Doppstadt,  direc 
tor  of  private  equity  at  the  Ford  Found; 
tion,  a  Benchmark  investor.  "If  they  di 
put  out  such  a  letter,  the  partners  woull 
have  to  have  their  heads  examined.  Wh 
would  they  admit  to  such  a  thing,  espt 
daily  in  writing?"  Indeed.  "The  who! 
idea  is  ludicrous,"  says  Kevin  Harve 
general  partner  at  Benchmark. 

Now  for  the  truth.  Benchmark  di 
put  out  a  letter  a  year  ago  asking  ir 
vestors  in  its  December  1998  fund  t 
chip  in  10%  more.  It  had  sent  out  sim 
lar  requests  for  two  earlier  funds;  a 
three  times  investors  readily  agreec 
While  that  sort  of  pitch  letter  is  unusua 
it's  more  an  indication  of  poor  forecas 
ing  than  lousy  returns.  It's  too  soon  t 
know  what  its  performance  will  be.  On 
one  company,  1-800-Flowers,  has  gor 
public,  and  another,  Living.com,  hi 
folded.  Harvey  insists  the  third  fund  h; 
just  as  much  chance  of  producing  goo 
returns  as  any  around. 

It  may  yet  blow  up.  But  if  it  does,  lo 
of  other  funds — perhaps  run  by  thos 
gloating  most — will  fall  hard,  too. 
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iwice  as  many  points 
twice  as  many  miles. 


.'••V. 


on.) 
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Now  you  can  earn  both  double  points  &  double  miles 
i  Double  Dip  stays  with  Hilton  HHonors  through  February,  2001. 


on  HHonors  hotels  are  the  only  hotels  that  offer  you  both  hotel  points  and  airline  miles  for  the  same  stay.  And  now  through 
ruary  28,  2001,  you  can  earn  twice  the  points  and  twice  the  miles  for  the  same  stay  at  any  of  more  than  2,000  Hilton  HHonors  hotels 
Idwide.  You  don't  have  to  choose  between  hotel  points  and  airline  miles — you  get  both.  HHonors  calls  this  a  Double  Dip,  and  you 
Double  Dip  even  when  you  don't  fly  with  an  airline.  To  qualify  for  this  promotion,  just  have  one  Double  Dip  stay  during  the  period, 
you'll  get  twice  as  many  points  and  twice  as  many  miles  for  every  additional  Double  Dip  stay  before  February  28th.  Plus,  HHonors 
fibers  can  enjoy  up  to  40%  off,  with  World  of  Savings  rates  outside  the  U.S.  To  enroll  in  Hilton  HHonors  or  to  make  reservations,  visit 
nline  at  www.hiltonhhonors.com,  call  your  professional  travel  agent  or  call  1-800-HHONORS. 


Hilton  HHonors 

Points&lYiiles" 
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1 
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<8? 


DoubleTree* 


MBASSY  SUITES 
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Gardep  Inn 


HtMTOXH) 
SOT 

IllllOO 


ouble  Dip  stay  is  a  stay  for  which  you  earn  both  Points  &  Miles'-available  only  at  Hilton  HHonors  hotels.  Must  have  one  Double  Dip  stay  to  quality  for  twice  the  earnings  on  additional  stays 
omotional  offer  valid  November  15.  2000  through  February  28.  2001.  Hilton  HHonors  membership,  earning  of  points  and  miles,  and  redemption  of  points  are  subject  to  HHonors  Terms  and 

Conditions.  ©2001  Hilton  HHonors  Worldwide. 
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Cuban  Missive  Crisis 


internet!  Can't  any  election  go  off  without  a  hitch? 


An  errant  e-mail  gave  Mark  Cuban  a  migraine. 


BY  BRENDAN  COFFEY 

MARK  CUBAN  KNOWS  BETTER  THAN  MOST  THE  POWER  OF  THE  INTERNET 
Made  a  billionaire  by  selling  Broadcast.com  to  Yahoo  in  1999,  Cuban 
was  recently  reminded  of  the  Internet's  far-reaching  influence  as  new 
owner  of  pro  basketball's  Dallas  Mavericks. 

In  November,  in  an  effort  to  place  Dallas  players  on  the  NBA  all-star  team 
Cuban  sent  an  electronic  note  to  all  the  people  who  had  ever  e-mailed  him  ai 
his  team  address,  directing  them  to  a  URL  preset  to  vote  the  Maverick  line.  A 
week  later  one  person  responded  to  all  5,226  people  on  Cuban's  list:  "Am  I  th« 
only  one  who  thinks  this  is  a  misuse  of  the  Internet?" 

That  lone  reply  became  the  butterfly  that  spawned  a  hurricane  of  334,464 
e-mails  from  Cuban  defenders  and  detractors. 

Some  recipients  saw  opportunity.  "Anyone  have  Mavs/Knicks  tickets?"  on« 
fan  inquired.  "Any  tall,  dark  and  handsome  men  out  there?"  asked  another 
One  headhunter,  noticing  a  number  of  executives  on  the  list,  even  sent  out  a  re- 
cruiting letter.  "I  would  love  to  help  you!"  she  wrote. 

Though  often  combative  (he's  been  fined  by  the  league  three  times  for  ver- 
bal abuse  this  season),  Cuban  was  contrite  in  his  apology.  After  another  day  o 
scattered  replies,  the  spamming  ended. 

How  did  it  all  get  started?  Mark  Cuban,  Internet  billionaire,  misconfigure 
his  e-mail  parameters. 


Do  As  I  Say... 

telecom  Sir  Michael 
Ashcroft  is  a  big  supporter  of 
the  free  market— except  when 
it  comes  to  his  own  telephone 
company  in  Belize. 

BY  DANIEL  FISHER 

SIR  MICHAEL  ASHCROFT  IS  TREA- 
surer  of  Britain's  Tory  party  and 
reportedly  a  close  friend  of  Mar- 
garet Thatcher,  that  avatar  of  free-mar- 
ket capitalism.  But  when  it  comes  to 
letting  residents  of  the  tiny  Central 
American  nation  of  Belize  choose  their 
telephone  company,  Ashcroft  appar- 
ently has  other  ideas.  In  a  behind-the- 
scenes  struggle  with  officials  of  the 
party  he  helped  put  in  power  in  Belize, 
Ashcroft  is  trying  to  hold  on  to,  and 
possibly  even  expand,  his  monopoly  on 
providing  telecommunications  in  the 
tax  haven  and  former  British  colony. 

Last  year  Ashcroft  bought  a  control- 
ling interest  in  Belize  Telecommunica- 
tions Ltd.,  adding  it  to  an  empire  that 
includes  the  country's  largest  bank  and 
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Carlisle  Holdings  Ltd.,  an 
international  maintenance 
firm  (1999  revenues:  $1.4 
billion).  Belize  Telecom 
looks  small  in  compari- 
son, with  just  $49  million 
in  sales.  But  thanks  to  a 
virtual  monopoly  on 
communications,  it  gener- 
ates a  pretax  profit  margin 
of  47%,  almost  double 
that  of  U.S.  phone  giant 
SBC  Communications. 
Last  year  the  little  com- 
pany paid  out  almost  $10 
million  in  dividends. 

Local  businessman 
Glenn  Godfrey,  the  for- 
mer attorney  general  of 
Belize,  ran  afoul  of  the 
phone  company  when  he 
began  selling  a  box  that 
allows  customers  to  make  calls  over  the 
Internet,  bypassing  international  rates 
as  high  as  $2.80  a  minute.  Belize  Tele- 
com blocked  access  to  Godfrey's  Inter- 
net site  even  though  it  was  located  in 
Los  Angeles.  Godfrey  obtained  a  court 
injunction  forcing  the  phone  company 


Thanks  to 
a  virtual 
monopoly, 
it  generates 
a  47%  margin 


to  restore  access,  but  h 
says  compliance  has  beei 
spotty.  "Every  few  day 
[the  site]  drops,  and  peo 
pie  are  getting  frus 
trated,"  says  Godfrey 
who  owns  a  busines 
park  whose  tenants  in 
elude  online  gamblin 
operations. 

Ashcroft,  who  wa 
born  in  the  U.K.  but  sper 
his  childhood  years  in  Ba 
lize,  declines  to  commen 
But  he's  been  making  hi 
position  known  inside  th 
halls  of  government.  Ac 
cording  to  people  familia 
with  the  matter,  Ashcro 
has  requested  a  20-yea 
extension  of  his  monop 
oly  after  it  expires  in  200 
and  control  over  radio  frequencies  ths 
could  be  used  to  establish  rival  cellular 
telephone  franchises. 

His  stance  amazes  some  locals,  wh 
note  that  in  the  rest  of  the  world  tela! 
phone  companies  have  been  forced  t 
give  up  their  monopolies.  "I  cannot  be 


n  etj  etsi 
For  People 
Who  Value  Experience, 
Choice  and  Time. 


rience  Counts 

i6,  Executive  Jet,  Inc.  introduced  the 
ts  fractional  aircraft  ownership  program, 
Uionizing  business  aviation  and  making 
re  affordable  than  ever  before.  This  year, 
fly  more  than  180,000  flights  to  over  90 
ries  to  support  our  Netjets  fractional 
ft  owners.  You  buy  only  what  you  need 
et  your  transportation  requirements, 
ability,  costs  and  a  buyback  of  your  asset 
laranteed. 

:es  Matter 

ts  offers  12  different  types  of  the  world's 
,  safest  and  most  reliable  light,  midsize  and 
cabin  aircraft  to  meet  our  owners'  varying 


needs.  In  2000,  we  will  operate  over  330  aircraft 
to  support  our  Netjets  owners.  Since  1997, 
Netjets  has  ordered  40%  of  the  world's  business 
jets  (over  600  aircraft  worth  $13  billion). 

Time  Counts 

Netjets  owners  gain  time  and  efficiency  while 
balancing  their  business  and  personal  lives. 
Netjets  programs  are  available  in  the  U.S., 
Europe  and  the  Middle  East.  Owners  can  fly  in 
any  Netjets  program  on  an  interchange  basis 
without  having  to  purchase  additional  shares. 

The  Industry  Leader 

Since  1963,  we  have  gained  more  corporate 
aviation  experience  than  any  other  company. 
With  the  most  advanced  management  software 


system  in  corporate  aviation,  Netjets  provides 
you  with  the  world's  most  personalized  service. 
Benefit  from  our  experience...  have  more  aircraft 
choices...  and  gain  valuable  time.  Choose  Netjets 
and  find  out  how  affordable  the  ultimate  in 
business  and  personal  transportation  can  be. 

1-800-821-2299 

www.netjets.com 

Netjets^ 


The  pioneer  and  worldwide  leader  in 
fractional  aircraft  ownership.1"' 

Executive  Jet  is  a  Berkshire  Hathaway  Company 
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lieve  anyone  would  be  this  aggressive 
for  such  a  small  undertaking,"  says 
Barry  Bowen,  a  Belize  senator  who  is  a 
childhood  schoolmate  of  Ashcroft's. 

The  whole  episode  is  testing  politi- 
cal bonds  between  Ashcroft  and  the  rul- 
ing Peoples  United  Party,  which  named 
him  ambassador  to  the  U.N.  and  sup- 
ported his  application  for  knighthood  in 
recognition  of  his  early  financial  sup- 


port. Having  encountered  unexpected 
resistance,  Ashcroft  may  be  looking  for 
new  friends.  The  opposition  United  De- 
mocratic Party,  through  its  newspaper 
Amandalahas  been  silent  about  the  Be- 
lize Telecom  controversy  and  strident  in 
its  attacks  on  Godfrey,  who  owns  a  bank 
that  competes  with  Ashcroft's  Belize 
Bank.  The  party's  chairman,  Dean  Bar- 
row, is  a  partner  in  a  law  firm  that  has 


long  represented  Belize  Bank. 

Ralph  Fonseca,  Belize's  minister  of 
budget  management,  investment  and 
trade,  says  all  he  wants  is  a  contract  that 
introduces  competition  and  new  in^ 
vestment  into  the  creaky  Belize 
telecommunications  system.  "But,"  ha 
says,  "in  a  small  country,  if  you  throw  a 
lot  of  money  at  something,  you  never 
know  what  happens."  F 


Some  Incentive 


BY  ASHLEA  EBELING 

A FEW  WEEKS  AGO  A  PANICKED 
tech  executive  scurried  to 
Hays  &  Co.,  a  New  York  ac- 
counting firm,  for  advice.  In  early 
2000,  when  his  company's  stock 
was  trading  at  $10,  he  had  exercised 
75,000  stock  options  for  $75,000, 
or  $1  a  share.  Now,  the  stock  was 
at  $3.  But  he  was  about  to  be  hit 
with  the  28%  Alternative  Mini- 
mum Tax  on  the  whole  $675,000 
paper  gain  he  had  the  day  he  exer- 
cised his  options.  So  he  faced  a 
$  1 89,000  tax  bill  on  what  had  with- 
ered to  a  $150,000  gain — and  a 
paper  gain,  at  that. 

Over  the  past  few  months 
hordes  of  option  holders  in  a  sim- 
ilar fix  have  been  desperately  seeking 
help.  The  victims  are  people  who  exer- 
cised a  particular  kind  of  option  that 
(usually)  has  a  tax  advantage  and  that 
goes  by  the  inept  name  "incentive  stock 
option."  (Inept,  because  all  options  are 
intended  to  provide  an  incentive.) 

These  particular  options  have  the 
tax  advantage  that,  for  long-term  in- 
vestors, the  paper  gain  on  exercise  is 
not  recognized  until  the  stock  is  sold 
and  it  is  then  taxed  at  long-term  capi- 
tal gain  rates.  The  disadvantage  is  that 
the  paper  gain  is  immediately  subject 
to  that  nasty  AMT,  if  you  happen  to 
have  enough  offending  income  to  land 
in  AMT-land.  A  lot  of  option  holders 
do  wind  up  with  AMT  problems. 

Basic  rule  at  work  here:  Every  tax 


TAXING  MATTERS 

Many  workers  who 
exercised  incentive  stock 
options  now  face  big  tax 
problems.  Bad  advice 
made  things  even  worse 


gift  from  Congress  has  some  kind  of 
hand  grenade  attached. 

Now,  the  advice  that  many  a  would- 
be  Internet  millionaire  got — from  tax 
experts  and  the  media — was  to  sell  the 
beaten  up  option  shares  before  the  year 
was  out  and  use  the  proceeds  to  buy 
back  the  stock  at  current  market  prices. 
The  first  half  of  this  advice  is  sound.  It 
causes  both  the  tax  advantages  and  dis- 
advantages of  the  option  to  disappear. 
At  that  point  there  is  no  paper  gain. 
There  is  only  a  smaller  real  cash  gain, 
and  it  is  taxed  at  ordinary-income  rates. 

For  the  Hays  &  Co.  client  this  would 
mean  selling  his  shares  for  $225,000 
and  paying  roughly  $60,000  of  tax  on 
his  $150,000  real  gain.  No  AMT  hassle. 

What's  wrong  with  the  second  half 


of  the  advice?  It  evidently  puts 
the  taxpayer  afoul  of  another  one 
of  those  weird  tax  code  provi- 
sions that  make  Internal  Revenue 
Service  agents  rub  their  hands 
with  glee.  This  rule  is  called  the| 
"wash  sale"  rule,  and  it  says  thai 
when  you  sell  something  for  a  tas 
loss  and  then  buy  it  right  back 
/  ^  you  can't  claim  the  loss.  You  have 
'   to  wait  3 1  days. 

Loss?  What  loss?  Aren't  these 
option  holders  reporting  gains 
We're  not  going  to  try  to  provide 
any  rhyme  or  reason  here,  but  i 
the  Hays  client  had  immediately 
repurchased  shares,  the  wash  sale 
rule  would  have  made  him  liable 
for  $214,000  in  taxes. 

Hero    in    this  escapade 
Chicago    tax   attorney  Kaye 
Thomas,  whose  Web  site,  www. fair 
mark.com,  alerted  accountants  at  Hay 
to  the  repurchase  hazards. 

"Mea  culpa,"  says  William  T.  Bald 
win,  a  Waltham,  Mass.  financial  plan 
ner  who  told  the  Wall  Street  Journal 
that  it  makes  sense  to  sell  and  buy  back 
"If  I  had  known  this,"  he  says  now,  1 
would  have  added  'after  31  days.'" 

Those  who  have  already  made  thi: 
mistake  have  few  choices.  They  cai) 
pay  the  outrageous  tax;  take  the  posi 
tion  on  tax  returns  that  the  wash  salt 
rule  isn't  triggered;  or  write  to  Con 
gress  demanding  relief  from  thi 
ridiculous  trap.  What  about  selling  th< 
repurchased  shares  before  Dec.  31 
Sorry,  that  doesn't  work.  The  damagi 
is  irreversible,  says  Thomas.  I 


Cm 


fress  has  set  a  sticky  tax  trap  for  holders  of  incentive  stock  options. 
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<jjrc  dale  Life's  true  w  e  a  i.t  h  .rtWith  nearly-  four  generations  of  money  j  \^y^  |\|    |^  ^  PEN 

magement  experience,   Van  Kampen  offers  a  variety  of  mutual  funds  I  INVESTMENTS 

d  unit  investment  trusts,   so  you  can   enjoy  the   real  riches  in   life,  j 

ill  your  financial  advisor  or  L-800-231  -2808.   www.vankampen.com  \  Generations  0.f  Experience  '' 
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If  you  ask  Gary  Weeden  of  our  APAC  division  what  we  do  for  FedEx,  be  sure  you  absolutely  positively  don't  have 


to  be  anywhere  soon.  It's  a  long  list.  Runways.  Taxiways.  Ramps.  What  keeps  them  coming  back?  Well,  with  250 


planes  flying  in  and  out  of  its  Memphis  hub  every  single  night,  FedEx  has  no  time  for  "not  quites"  and  "sorry  about 


thats"  So  APAC  takes  some  pretty  extraordinary  steps  to  see  to  it  that  nothing  unpredictable  happens.  Take  for  instance 


ne  full-time  crew,  who  during  construction,  sees  to  it  that  nothing  is  left  in  a  work  zone  when  ground  traffic  is 


resent.  No  equipment,  no  loose  material,  not  even  a  chewing  gum  wrapper.  Consider  the  unusual  step  of 


waterproofing  small  paved  areas  as-you-go  to  keep  a  step  ahead  of  any  changing  weather  conditions.  Gary 


alls  this  problem  solving  before  you  have  problems.  We  just  call  it  Ashland.  ASHLAND 


The  who  in  how  things  wokk1 


or  more  information  visit  us  on  the  Web  at  www.ashland.com 
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Y  PAUL  KLEBNIKOV 

THIS  KIND  OF  COM- 
mercialization  deval- 
ues the  coin,"  says  J. 
Carter  Brown,  direc- 
tor emeritus  of  Wash- 
igton's  National  Gallery  of  Art. 

"It's  a  betrayal  of  public 
rust,"  says  Philippe  de  Monte- 
ello,  director  of  the  Metropoli- 
an Museum  of  Art. 

"A  compromising  sponsor- 
hip  to  clean  up  the  bottom 
ne,"  says  Maxwell  Anderson, 
irector  of  the  Whitney  Mu- 
sum  of  American  Art. 

What  all  these  men  are  ful- 
linating  about  is  the  hot-sell 
larketing  that  has  come  to  the 
luseum  world,  especially  in  the 
erson  of  one  Thomas  Krens. 
le  has  transformed  the 
iuggenheim  from  an  aloof  art 
luseum  into  an  expansion- 
linded,  fast-buck  corporation 
joking  for  all  the  world  like  a 
hain  of  theme  parks. 

To  hear  some  people  tell  it, 
le  museum  world  hasn't  seen 
nyfhing  like  this  since  Napoleon  ran- 
icked  Europe  to  fill  the  galleries  of  the 
ouvre.  Krens  certainly  acts  as  if  he 
ants  to  conquer  the  world.  He  has 
resided  over  a  global  expansion  un- 
recedented  in  the  history  of  art  muse- 
ms.  In  1988,  when  the  then-42-year- 
d  Krens  came  to  the  Guggenheim,  the 
mseum  consisted  of  the  famous  Frank 
Lloyd  Wright  spiral  on  Fifth  Av- 
enue in  Manhattan  and  a  small 
subsidiary  collection  in  Venice. 


"Too  many  adventures  may  jeopardize 
the  tax-exempt  status  for  all  of  us." 

—Maxwell  Anderson 

Director,  Whitney  Museum 


Today  the  Guggenheim  boasts  a 
branch  in  New  York's  SoHo  district,  a 
gallery  in  Berlin  and  the  wildly  success- 
ful new  museum  in  Bilbao,  Spain.  Con- 
struction is  under  way  for  two  Guggen- 
heim branches  in  Las  Vegas.  Approval 
has  been  given  for  another,  bigger  mu- 
seum in  Venice.  Two  museums  in 
Brazil — in  Rio  de  Janeiro  and  in  an  un- 
specified city  in  the  northeast  of  the 
country — are  undergoing  feasibility 
studies.  A  global  strategic  partnership 


with  Russia's  venerable  Her- 
mitage may  produce  a  Guggen- 
heim on  Palace  Square  in  St.  Pe- 
tersburg. And  now  Krens  has 
Mayor  Rudolph  Giuliani's  ap- 
proval for  a  $700  million  mega- 
museum  in  lower  Manhattan, 
south  of  the  Brooklyn  Bridge. 

Where  else?  Krens  ticks  off 
the  places  he  would  like  to  install 
Guggenheims:  "Two  or  three  in- 
stitutions in  South  America  [in- 
cluding Brazil],  East  Asia,  South 
Asia,  the  Middle  East,  Africa." 
Add  it  all  up  and  you  get  a  dozen 
and  a  half  museums  spanning 
the  globe.  McGuggenheim! 

This  kind  of  stuff  just  isn't 
done  in  the  staid  museum  world. 
When  the  Tate  Gallery  an- 
nounced plans  for  a  subsidiary  a 
few  miles  down  the  river  in  Lon- 
don, people  talked  about  it  for 
years.  Krens  is  operating  on  a 
new  spectrum. 

"In  1989  the  attendance  at 
the  Guggenheim  was  350,000  a 
year,"  says  Krens.  "Now  it's 
about  3  million.  And  when  Las 
Vegas  comes  on  line,  it  will  probably  be 
closer  to  6  million."  That  would  put 
him  ahead  of  the  Met's  5  million  and 
the  Museum  of  Modern  Art's  2  million. 

"I  am  not  interested  in  being  just  an 
elitist  institution  that  does  not  speak  to 
a  broad  cross-section  of  the  popula- 
tion," Krens  declares.  "People  say  that 
the  distinctions  between  fields  are 
shrinking — the  workplace  and  home, 
for  example.  These  distinctions  are  also 
blurring  in  an  art  museum.  Culture  can 


Under  Thomas  Krens,  the  nonprofit 
Guggenheim  is  acting  like  a  growth- 
driven  commercial  enterprise. 
Why?  Because  it  needs  the  money. 
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be  educational  and  entertaining." 

That's  anathema  to  directors  like 
the  Met's  De  Montebello.  "Entertain- 
ment is  the  rapid  gratification  of  an  im- 
mediate desire,"  he  says.  "We  are  defi- 
nitely not  in  the  entertainment 
business." 

Krens,  who  holds  an  M.B.A.  from 
Yale,  talks  like  a  Disney  executive: 
"economies  of  scale,"  "brand  aware- 
ness" and  "leveraging  our  expertise." 

But  beneath  the  bluster  is  a  finan- 
cially fragile  institution.  In  1999  the 
Solomon  R.  Guggenheim  Foundation 
brought  in  $27  million  in  gifts  and  con- 
tributions, but  more  than  half  of  that 
went  to  cover  the  museum's  budget 
deficit.  The  Guggenheim's  endowment 
is  $37  million — that's  equivalent  to  1 
year  of  operating  expenses.  (Compare 
that  with  the  Met  or  the  Museum  of 
Modern  Art,  whose  endow- 
ments equal  1 1  and  8  years  of 
operating  expenses,  respec- 
tively.) Moreover,  the  Guggen- 
heim's endowment  is  out- 
weighed by  its  $46  million  of 
non -mortgage  debt. 

Staying  afloat  financially 
means  projects  like  the  Bilbao 
museum  (all  paid  for  by  the  re- 
gional government,  which  also 
chipped  in  with  a  $20  million 
gift  to  the  Guggenheim  in  New 
York).  It  also  means  some  mea- 
sure of  selling  out.  Alongside 
highbrow  exhibitions  like 
"China:  5000  Years"  and  "The 
Great  Utopia:  The  Russian 
and  Soviet  Avant-Garde, 
1915-1932,"  the  Guggenheim 
has  offered  crowd- pleasers  like 
"The  Art  of  the  Motorcycle"  in 
1998  and  "Giorgio  Armani," 
currently  on  exhibit — shows 
that  answer  the  public's  thirst 
for  glamorous  consumer  items 
and  celebrities. 

Armani?  Are  we  on  fashion 
row  now?  There  are  few  design 
drawings;  there's  nothing  to 
put  Armani  into  the  context  of 
the  fashion  of  his  time.  But 
there  are  videos  of  Armani  ad 
campaigns  and  lots  of  pi<  tures 


of  movie  stars.  The  densest  crowds  are 
in  the  room  exhibiting  the  jackets  and 
gowns  worn  by  Hollywood  celebrities. 
Add  a  few  price  tags  and  you  could  be 
in  a  Barneys  department  store. 

The  official  sponsor  of  the  Armani 
show  is  a  Time  Warner  fashion  maga- 
zine, ///  Style.  Separately,  Armani  has 
made  a  nice  gift — reportedly  $15  mil- 
lion— to  the  Guggenheim. 

Krens'  previous  blockbuster,  "The 
Art  of  the  Motorcycle,"  was  directly 
sponsored  by  one  of  the  manufacturers 
exhibited:  BMW.  "There  were  112  bikes 
in  the  show — only  6  were  BMWs,"  says 
Krens.  "It  would  be  better  if  the  oat- 
meal company  supported  the  motorcy- 
cle show,  but  they  are  not  particularly 
interested  in  motorcycles."  He  adds: 
"Our  success  is  a  function  of  our  au- 
thenticity. We  are  not  for  sale." 


"We  are  definitely  not  in  the 

entertainment  business." 

—Philippe  de  Montebello 


Director,  Metropolitan  Museum 


All  museums  have  to  walk  a  fin* 
line  between  their  need  for  funds  an<j 
the  risk  of  becoming  a  showcase  fo 
commercial  projects.  Sometimes  thei 
lose  their  bearings.  The  Brooklyn  Mu< 
seum  of  Art  did  a  big  favor  to  advertise 
ing  magnate  Charles  Saatchi  when  i 
put  on  his  "Sensation"  show  in  199? 
(remember  the  "Holy  Virgin  Mary' 
with  elephant  dung?).  Saatchi  wrote  oui 
a  check  for  $160,000  to  the  museum 
the  furor  surrounding  the  show  im 
measurably  boosted  the  value  o> 
Saatchi's  collection,  some  of  which  wa, 
later  sold. 

Go  down  that  road  and  pretty  soot 
museums  will  turn  into  galleries  thai 
get  commissions  on  the  sale  of  the  ar 
they  exhibit  on  their  walls.  Says  the  Nat 
tional  Gallery's  J.  Carter  Brown,  "H< 
who  would  ride  the  tiger  may  end  uj 
inside."  Chimes  in  the  Whit 
ney's  Max  Anderson:  "It  won 
ries  me  that  too  many  adven 
tures  by  museums  who  adopt 
for-profit  mentality  may  end  u| 
jeopardizing  the  tax-exemp 
status  for  all  of  us." 

What  about  that  adventurl 
in  Las  Vegas?  The  Guggenhein 
is  investing  $30  million  in  tw» 
new  venues  at  the  Venetiai 
Hotel  (one  of  the  museum 
may  have  a  reproduction  of  th 
Sistine  Chapel  on  the  roof) 
Krens  says  solemnly  that  hi 
motive  is  to  serve  the  38  millioi 
people  who  visit  Las  Vega 
every  year,  many  of  whom  ar 
eager  for  a  cultural  experience. 

"Please!"  exclaims  the  Met' 
De  Montebello.  "The 
[Guggenheim  management 
are  after  the  money.  It's  cer 
tainly  not  the  same  thing  as 
they  were  to  send  their  collec 
tion  to  the  St.  Louis  Art  Mm 
seum,  where  they  would  ge 
zero,  but  they  would  reach 
very  large  public  also." 

Krens,  who  likes  to  dress  ii 
black  and  rides  his  BMW  motor 
cycle  to  work,  clearly  revels  ii 
his  bad-boy  image.  He's  backet 
by  a  board  of  directors  that  in 
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PeopleSoft  Financials 

For  the  first  time  ever,  financial  information  is  available  when  and 
where  you  need  it!  You  can  access  realtime  financial  data  from 
your  office,  the  airport,  or  even  your  home — all  from  a  web 
browser.  PeopleSoft  8  Financials  offers  extensive  capabilities  and 
intelligent  business  analytics,  giving  you  more  financial  control 
than  ever  before.  So  when  the  quarter  closes  and  the  Board  is 
waiting,  you'll  have  the  answers,  even  if  you're  out  of  the 
office.  Do  you  know  where  your  money  is?  Call  1-888-773-8277. 
We'll  help  you  find  out. 

Extensive  •  Connected  •  Intelligent  •  Accessible 
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People  power  the  internet. 
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dudes  international  business  magnates 
( liovanni  Agnelli  and  Daniel  Filipacchi 
and  several  advertising  moguls.  They 
pay  him  pretty  well  by  museum  stan- 
dards ($433,000,  plus  a  $500,000  hous- 
ing loan,  according  to  the  1999  tax  re- 
turn), but  nothing  like  what  he  would 
make  at  a  for-profit  entertainment 
company. 

The  chairman  ol  the  ( iuggenheim 
board,  Peter  Lewis,  has  been  a  driving 
force  behind  the  proposed  (Iuggen- 
heim megamuseum  in  lower  Manhat- 
tan. The  building,  to  be  designed  by  Los 
Angeles  architect  Frank  Gehry  (of  Bil- 
bao fame),  would  have  235,000  square 
feet  of  gallery  space,  stretching  four 
blocks  along  the  piers  of  the  Last  River 
and  up  a  40-story  tower  rising  out  of  a 
swirling  cloud  of  titanium  and  glass. 
Lewis,  who  owns  a  nice  chunk  ol  the 
Progressive  ( lorp.,  has  long  been  infatu- 
ated with  ( ichry's  architecture  and  has 
apparently  talked  about  donating  over 
$100  million  to  the  project.  The  city 
would  provide  the  land  and  some  capi- 
tal funding. 

Wealthy  benefactors  like  Lewis  have 
always  been  the  mainstay  of  museum 
economics — whether  in  the  days  of 
Solomon  (iuggenheim,  whose  mining 
fortune  got  this  museum  empire 
started  63  years  ago,  or  the  many  pa- 
Irons  whose  donations  to  the  Metro- 
politan over  the  years  are  now  worth 
hundreds  of  billions  of  dollars,  but  a 
museum  can't  survive  unless  it  has  at- 
tendance figures  as  well  as  assets.  And  it 
is  there  lh.it  Kiens'  accomplishment  is 
rather  remarkable. 

The  Guggenheim's  mostly  20th- 
century  collection  includes  a  good 
sprinkling  of  recognizable  artists  like 
Picasso  and  Kandinsky,  but  few  of  the 
kinds  of  widely  known  masterpieces 
that  make  the  Mel  or  Museum  of  Mod- 
ern Art  into  tourist  destinations.  To  get 
3  million  people  to  visit  its  galleries 
takes  some  doing:  not  just  fashion 
shows  and  motorcycles  but  a  knack  for 
staying  in  the  newspaper  headlines. 

The  more  traditional  museum  di- 
rectors might  call  the  Guggenheim's 
marketing  a  sellout,  but  rhomas  Krens 
has  little  choice.  F 


Pittsburgh  Panther 

Mellon  has  stressed  profits  over  bigness 
and  gotten  results.  That  may  or  may  not  be 
enough  to  preserve  its  independence. 


BY  JONATHAN  FAHEY 

THE  CAVERNOUS,  GRANITE- 
columned  old  Mellon  bank 
branch  in  the  middle  of  down- 
town Pittsburgh  epitomizes  the  lender 
that  nurtured  Alcoa,  Gulf  Oil  and  U.S. 
Steel  in  the  Old  Economy's  heyday. 

Those  days  are  gone.  Today  the 
building  is  thronged  with  shoppers 
poking  through  the  Lord  &  Taylor 
store  that  moved  in  last  fall.  After  130 


years  "bank"  was  dropped  from  the 
official  name  last  year:  It's  Mellon  Fi-I 
nancial  Corp.  Martin  McGuinn,  who 
took  over  as  chief  executive  two  year.s| 
ago,  is  a  lawyer  by  training  and  oblivi- 
ous to  banker's  hours:  He's  gazing! 
over  Pittsburgh  from  his  top-floor  of- 
fice by  5:30  every  morning,  when  thel 
three  sprawling  rivers  below  are  still 
black  as  the  coal  buried  deep  in  thej 
surrounding  hills. 
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"That's  because  we're  not  a  bank," 
vlcGuinn,  58,  explains. 

Okay,  he  exaggerates.  Mellon  may 
lave  ditched  its  defining  branch — to 
nuch  local  consternation — but  it  re- 
ams 400  less  imposing  ones  in  its  home 
egion.  These  produce  an  income 
tream  which,  while  a  declining  share  of 
he  company's  total  revenue,  is  useful 
or  funding  the  expansion  into  other  fi- 
lancial  services.  Value  Line  estimates  a 
1000  net  income  of  $1  billion,  or  $2  a 
hare,  on  revenue  (noninterest  income 
)lus  net  interest)  of  $4.6  billion. 

Mellon's  biggest  stabs  at  reinvention 
>redate  McGuinn:  die  1993,  $1.45  billion 
mrchase  of  Boston  Co.,  a  corporate 
noney  manager,  and  the  1994,  $1.1  bil- 
ion  acquisition  of  Dreyfus,  the  fund 
louse.  Those  transactions  were 
videly  panned  at  the  time  as  over- 
feed. But  Boston  Co.,  at  1.5  times 
>ook  value,  and  Dreyfus,  priced  at 
.6%  of  assets  under  management, 
ook  bargain-basement  now.  Com- 
>are  the  recent  Pioneer  Group  sale 
hat  suggests  Dreyfus  would  cost 
Mellon  $7  billion  today,  or  Schwab's 
mrchase  of  U.S.  Trust  at  8  times 
>ook  value.  The  two  moves  helped 
nake  Mellon  the  sixth -biggest  asset 
nanager  in  the  country,  the  eleventh 
argest  in  the  world. 

"We've  got  size,"  McGuinn  says. 
But  there  is  not  a  perfect  correla- 
ion  between  size  and  profitability, 
or  sure.  We  are  only  big  where  we 
vant  to  be  big."  Read  that  as  a  reference 
0  a  1 997  deal  that,  thankfully,  got  away: 
n  attempt  to  land  CoreStates  Financial 
]orp.y  the  Philadelphia  regional  bank 
lat  went  to  First  Union  for  what,  in 
indsight,  was  too  much  money. 

Here's  another  merger  that  didn't 
appen,  and  this  one  is  more  painful 
:>r  Mellon's  shareholders  to  remember: 
n  1998  Bank  of  New  York  tried  to  buy 
/lellon.  The  deal  would  have  given 
lem  1 .4  Bank  of  New  York  shares,  an 
llotment  now  worth  $74,  for  each  of 
leir  Mellon  shares.  Recent  Mellon 
rice,  $48. 

But  as  McGuinn  will  tell  you,  a  lot 
an  go  wrong  in  a  merged  company, 
^ho's  to  know  what  might  have  been? 


First  Union's  share  price  has  fallen  by 
half  since  it  bought  CoreStates. 

"Independence  is  not  an  end  in  it- 
self. It's  a  means  to  an  end,"  McGuinn 
says.  "We  have  a  strategy,  and  we  think 
our  management  team  is  in  the  best 
position  to  execute  that  strategy.  If  I 
thought  we  would  do  better  by  com- 
bining with  another  organization,  then 
of  course  we'd  consider  it." 

McGuinn  has  made  his  second 
biggest  shareholder,  at  least,  forget  all 
about  Bank  of  New  York.  "That's  water 
under  the  bridge,"  says  Robert  Sharps 
of  T.  Rowe  Price,  which  controls  15  mil- 
lion shares,  about  3%  of  the  company. 
"I'm  happy  with  where  they're  going. 
I'm  happy  with  their  mix  of  businesses. 
Everybody  was  skeptical  when  this 


TighLShijL 


When  Martin  McGuinn  started  shrinking  Mellon's 
balance  sheet,  earnings  per  share  began  to  climb. 
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team  took  over.  But  they've  set  some 
high  goals,  and  they're  making  good  on 
their  promises." 

If  anything,  Mellon  has  taken  a  cue 
from  Bank  of  New  York  and  become 
more  of  that  kind  of  custodial  institu- 
tion. Both  enjoy  a  return  on  equity  near 
26%,  the  envy  of  the  industry.  While 
Mellon's  2.15%  return  on  assets  bests 
Bank  of  New  York's  1.83%,  Wall  Street 
has  rewarded  Bank  of  New  York  more 
richly  since  1998  for  slightly  better 
earnings  growth.  You  can  also  compare 
Mellon  with  trust  companies  Northern 
Trust  and  State  Street.  Mellon  earns  a 
better  return  on  equity  and  assets  than 
either,  but  they  have  faster-growing 
earnings.  Mellon  trades  at  22  times  12- 


month  trailing  earnings,  easily  outpac- 
ing the  average  regional-bank  multiple 
of  1 1,  but  not  near  the  two  trusts'  32. 

McGuinn  has  moved  to  make  Mel- 
lon look  even  less  like  a  bank.  He  shook 
up  senior  management  and  shed  three 
low-returning  businesses — credit  cards, 
mortgage  operations  and  network  pro- 
cessing. And  he  promised  to  deliver  the 
loftier  financial  results  befitting  the  new 
company  name.  Mellon's  fee-based 
businesses — namely,  managing  and 
servicing  wealth  and  investment,  are 
doing  better  than  its  branch  banking, 
with  a  18%  earnings  growth  for  the 
nine  months  ending  in  September.  The 
fee- heavy  businesses  now  account  for 
56%  of  Mellon's  profits,  up  from  43% 
in  1997. 

That  took  some  doing.  The 
Boston  Co.  deal  brought  turmoil 
along  with  $38  billion  in  assets 
under  management.  Boston's  top 
boss  bowed  out  unexpectedly  just 
before  the  deal  was  completed. 
Two  years  later  Mellon  lost  20  for- 
mer Boston  Co.  managers  and  $3 
billion  in  client  accounts  in  a  revolt 
over  Mellon's  allegedly  penny- 
pinching  management  style.  Nev- 
ertheless, longtime  Mellon  Chief 
Financial  Officer  Steven  Elliott  says 
the  merger  brought  Mellon  the 
scale  necessary  to  profit  rightly 
from  its  trust  and  custody  busi- 
ness, calling  it  one  of  the  two  defin- 
ing moments  of  the  new  Mellon. 
And  Dreyfus?  No  longer  the  sixth- 
largest  mutual  fund  house,  as  it  was 
when  Mellon  picked  it  up  in  1994,  its 
fund  assets  have  nonetheless  grown 
from  $70  billion  to  $145  billion.  It's 
now  number  11.  Even  the  unit's  hardly 
mentioned  e-brokerage  is  quietly  carv- 
ing out  profits  in  a  crowded  field. 
"We're  not  out  beating  our  chest,  we're 
just  kind  of  doing  our  thing,"  McGuinn 
says.  "When  you  stick  your  neck  out, 
that  is  when  you  get  it  chopped  off." 

Okay,  he's  not  sticking  his  neck  out, 
but  he's  still  exposed.  The  better  the  job 
he  does,  the  more  likely  it  is  that  Bank 
of  New  York  or  some  other  acquirer 
will  want  to  swoop  in  and  grab  the 
company.  F 
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Trojan  Horse 

Thanks  to  some  savvy  dealmaking,  Henry  Silverman's 
real  estate  business  just  got  a  lot  more  powerful. 


BY  KELLY  BARRON 

WHEN  REAL  ESTATE  WEB 
site  Homestore.com  said 
in  October  it  was  buying 
Move.com  for  stock  val- 
ued at  a  recent  $600  mil- 
lion, the  deal  was  greeted  as  a  coup  for 
Homestore.  "The  800-pound  gorilla 
just  gained  another  couple  hundred 
pounds,"  one  analyst  cheered  in  the 
Wall  Street  Journal. 

"We're  increasing  choices  for  con- 
sumers nationwide,  while  continuing  to 
put  the  real  estate  professional  center 
stage,"  raved  Stuart  Wolff,  chief  execu- 
tive of  Thousand  Oaks,  Calif.-based 
Homestore,  the  top  real  estate  site. 

But  that  wasn't  the  way  Thomas 
Early  saw  it.  "It's  an  outrage.  Real  estate 
brokers  are  damn  angry  about  it,"  rails 
Early,  the  past  president  of  the  National 
Association  of  Exclusive  Buyer  Agents 
and  the  owner  of  a  brokerage  in  West- 
erville,  Ohio. 

Early  is  upset  because  what  is  sup- 
posed to  be  a  tool  for  the  benefit  of  real 
estate  agents  may  have  become  a  Trojan 
horse.  Lurking  inside:  Henry  Silver- 
man, the  acquisitive  wheeler-dealer 
boss  of  Cendant  Corp.,  which  is  selling 
Move.com  to  Homestore. 

In  addition  to  the  Avis  rental  car 
franchise  and  die  Days  Inn  hotel  chain, 
Silverman's  Cendant  also  controls 
12,000  Coldwell  Banker,  Century  21 
and  ERA  real  estate  offices,  giving  him  a 
piece  of  one  out  of  every  four  home 
sales  in  the  country. 

The  sawy  Silverman  was  in  top 
form  here.  He  and  his  Move.com  part- 
ners, including  Leon  Black-con- 
trolled NRT — Cendant's 


what  they  invested  in  the  Internet  busi- 
ness, which  has  bled  red  ink  since  its 
launch  a  year  ago. 

The  deal  is  a  windfall  in  another 
way.  By  gaining  a  15%  stake  in  Home- 
store  and  a  board  seat,  Silverman  also 
gets  some  backdoor  control  over  the 
jewel  in  Homestore's  crown:  Realtor, 
the  National  Association  of  Realtors 
real  estate  portal  and  the  aggregator  of 
1.5  million  home  listings,  the  nation's 
largest. 

"Henry  has  the  potential  to  touch 
every  real  estate  transaction  in  the 
country  via  the  dividends  he'll  receive 
from  the  Homestore.com  stake,"  says 
Patrick  Veling,  president  of  Real  Data 
Strategies  in  Fullerton,  Calif. 

That  has  Early,  a  frequent  gadfly  of 
the  Realtors'  association,  and  others 
crying  foul  that  their  biggest  competi- 
tor  now   has  a 


heavy  hand  over  a  primary  tool  of  their 
livelihood. 

"How  can  I  in  good  faith  encourage 
my  real  estate  agents  to  spend  their 
money  putting  their  listings  on  a  site 
that  essentially  helps  Cendant  gain 
more  market  share?  I  don't  like  it  at 
all,"  says  Terry  T.  Farrell,  a  broker  with 
Re/Max  Best  Associates  in  Overland 
Park,  Kans. 

"That's  sensationalistic,"  blusters 
Silverman.  "The  governance  arrange- 
ments make  it  clear  we  have  no  control. 
No  real  estate  brokers  care  if  we  have 
ownership." 

Silverman  and  Wolff  point  to 
covenants  in  the  deal  that  require  Cen- 
dant to  vote  its  shares  with  the  majority 
of  the  board  and  to  agree  to  a  standstill 
that  restricts  Cendant  from  acquiring 
more  stock  in  the  company  for  ten 
years.  If  anything,  they  say,  Cendant  can 
help  make  the  industry  more  efficient  b> 
financing  the  development  of  an  online 
solution  to  the  cumbersome  paper- 
work involved  in  home  closings. 

But  even  Wolff  acknowledges 
Cendant's  leverage.  "They're  still  a 
large  shareholder,  and  they  are  oui 
biggest  customer.  We  have  to  lister 
to  our  customers."  F 


"Henry  has  the 
potential  to  touch 
every  real  estate 
transaction." 
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Residence  Plan  B 

2-Bedrooms  -  2-Bathrooms 
(Standard  Size  1,391  sq  ft/129.2  sq  m) 


What  better  way  to  travel  around  the  globe  than  in  the  luxury  of  your  own  home? 
The  World  of  ResidenSea,  the  first  residential  oceangoing  community,  is  currently 
under  construction,  to  be  delivered  in  late  2001.  Over  75%  of  the  110  fully 
furnished  residences  are  already  reserved  or  sold. 

Aboard  The  World  you  will  join  a  global  community  enjoying  all  the  comfort 
and  privacy  of  a  vacation  home,  and  all  the  appointments  and  amenities  of  a 
magnificent  five-star  resort.  There  are  88  guest  suites  for  family,  friends,  or  business 
associates.  Just  steps  from  your  door  will  be  a  24-hour  concierge,  an  internationally 
recognized  spa,  a  business  center  with  state-of-the-art  communications  and  the 
ultimate  luxury  -  the  privacy  you  deserve. 

With  approximately  250  days  a  year  in  port,  The  World's  extended  stays  in  the  greatest 
cities  and  most  exotic  ports  will  allow  you  time  to  explore  at  your  own  leisurely 
pace.  And  at  the  end  of  each  glorious  day,  return  to  the  comfort  and  security 
of  your  own  home. 


THE  WORLD 

of  ResidenSea 
Travel  the  World  Without  Leaving  Home 

Call  today  or  visit  our  website  at  www.residensea.com  and  let  us  show  you 
a  wonderful  way  to  see  The  World.  Residences  starting  from  $2,000,000. 


Miami  New  York  Oslo  London 

Tel:  305  264  9090  Tel: +1  212  332  1660  Tel:  +47  22  500  800  Tel: +44  20  7408  5520 

Fax:  305  264  5090  Fax:  +1  212  332  1663  Fax:  +47  22  520  500  Fax:  +44  20  7408  5501 


The  purchase  of  a  Residence  is  subject  to  an  exemption  or  exclusion  from  or  qualification  under  securities  registration  laws  and  the 
terms  and  conditions  of  the  applicable  sales  agreements.  Void  where  prohibited  by  law. 


A  Year  of  Correctness 

Kids  in  elementary  school  seem  to  be  getting  fewer 
warnings  about  sexual  harassment  these  days- 
yet  new  fronts  keep  opening  up  in  the  PC  wars. 


BY  DAN  SELIGMAN 

THE  NEWS  ABOUT  POLITICAL 
correctness — properly  de- 
fined as  a  rigid  adherence  to 
progressive  orthodoxy — is 
still  not  good.  Another  year 
has  come  and  gone,  and  we  have  still 
not  got  to  the  point  at  which  ordinary 
people,  wishing  only  to  go  with  the 
flow  and  not  make  waves,  feel  free  to 
talk  back  to  the  PC  fanatics.  Or  even  to 
bar  a  300-pound  pig  from  flying  first- 
class  on  US  Airways. 

This  was  the  airline 
whose  legal  and  consumer 
affairs  departments  three 
months  ago  decreed,  ap- 
parently over  the  objections 
of  flight  attendants,  that  a 
large  Vietnamese  swine 
should  fly  free  in  the  first- 
class  cabin  on  a  six-hour 
flight  from  Philadelphia  to 
Seattle.  Was  it  really  credi- 
ble that — as  claimed  by  the 
pig's  two  human  compan- 
ions— "Charlotte"  was 
needed  because  one  of 
them  found  the  pig's  pres- 
ence calming  and  might  get 
nervous  and  have  a  heart 
attack  if  the  pig  was  not  on 
board?  What  about  flyers 
who  need  cows  or  camels 
to  keep  calm? 

Plausible  answer  to 
above  questions:  Those  cor- 
porate bureaucrats  did 
what  they  did  because  they 
have  observed  that  it  is  po- 
litically incorrect  to  resist 
anybody  claiming  disabili- 
ties; also  that  folks  making 
wildly  unreasonable  de- 
mands frequently  sue  and 
don't  always  lose  in  this 


country;  also  that  the  government 
tends  to  come  down  on  the  side  of  po- 
litical correctness — which  is  exactly 
what  the  Federal  Aviation  Adminis- 
tration did  in  this  case.  Its  spokesman 
told  the  media  that  the  airline  had 
"acted  in  a  reasonable  and  thoughtful 
manner,  based  on  a  legitimate  request 
to  transport  a  qualified  individual 
with  a  disability  and  her  service 
animal." 

The  political  correctness  phenom- 
enon has  been  an  inescapable  part  of 


the  culture  since  1960s-er 
radicals  established  a  sizabl 
base  in  higher  education  an< 
began  the  job  of  assigninj 
victimhood  to  scores  of  nev 
categories.  Occasionally,  th< 
PC  activists  have  setbacks 
The  Mount  Lebanon,  Pa 
school  district  has  in  recen 
months  dropped  sexual-harassmen 
education  in  its  elementary  schools 
And  the  courts  have  generally  beei 
tough  on  campus  "speech  codes. 
But  on  and  off  campus  you  canno 
help  observing  that  yesterday' 
absurdity  keeps  turning  into  today' 
sacred  cause. 

Currently  inspiring  comparisons  t< 
Kafka  is  the  newly  established  Office  o 
Sexual  Misconduct,  Prevention  &  Edu 
cation  at  Columbia  University.  The  of 
fice,  which  has  a  broad  range  of  puni 
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ive  powers,  including  expulsion,  does 
lot  allow  students  accused  of  "miscon- 
luct"  to  confront  or  cross-examine 
heir  accusers,  or  be  represented  by 
awyers,  or  listen  to  witnesses  or  receive 
ranscripts  of  hearings.  How  accused 
larassers  might  go  about  defending 
hemselves  is  hard  to  figure  out,  espe- 
:ially  given  the  codicil  that  complaints 
nay  be  filed  at  any  time  up  to  five  years 
ifter  an  alleged  incident. 


Both  on  and  off 

campus,  yesterday's 
wild  absurdity  keeps 
turning  into  today's 
sacred  cause. 


Another  PC  absurdity  heating  up 
hese  days  is  the  bathroom  issue.  At 
ts  center  is  the  "transgender  com- 
nunity,"  especially  men  who  have 
tad,  or  are  planning  to  have,  sex- 
hange  operations.  In  Minnesota  the 
tate  Court  of  Appeals  recently  held 
hat  a  transgendered  male  had  the 
ight  to  sue  an  employer  who  had 
>arred  him  from  using  the  women's 
est  room.  A  current  court  case  in 
•rockton,  Mass.  centers  on  one  "Pat 
)oe" — a  boy  said  to  be  suffering 
rom  gender  identity  disorder — 
fho  has  been  wearing  a  dress  to 
chool  and  asserting  a  right  to  use  the 
iris'  bathroom.  In  a  recent  interview 
1  a  New  York  University  publication, 
transgender  activist"  Leslie  Feinberg 
fas  asked  how  to  make  our  culture 
lore  "trans-inclusive."  Electrifying 
nswer:  "The  first  step  is  the  bath- 
ooms." 

It  continues  to  be  maddeningly 
ifficult  to  accede  to  PC  demands 
without  creating  new  problems.  At  the 
.epublican  Convention  in  July  gay  ac- 
vists  naturally  wanted  a  speaker  rep- 
"senting  their  movement.  Christian 
onservatives  naturally  wanted  no 
art  of  gays.  Hilarious  to  behold  was 
le  party's  solution:  a  prime-time 


speaking  slot  for  the  only  Republican 
in  Congress  who  is  openly  gay,  Jim 
Kolbe  of  Arizona.  But  he  wasn't  al- 
lowed to  identify  himself  as  gay,  and 
his  speech  was  a  nonthriller  on  inter- 
national trade.  On  my  own  scorecard 
the  GOP  lost  both  gay  and  Christian 
conservative  votes  as  a  result  of  the 
whole  exercise. 

So  it  was  another  boom  year  for  po- 
litical correctness.  Miscellaneous  other 
PC  absurdities  of  2000: 
■    On    National  Public 
Radio's  celebration  of  the 
Declaration  of  Indepen- 
dence last  July  4,  the  cele- 
brants started  off  by  be- 
moaning a  passage  that  (as 
the  guest  expert  put  it)  "I 
am  actually  ashamed  to  say 
out  loud."  This  was  the  ref- 
 erence  to  King  George's  in- 
citement of  "merciless  In- 
dian savages"  to  prey  on  frontier 
settlers. 

■  The  reviewer  in  the  Washington  Post 
of  Jon  Entine's  Taboo,  a  book  arguing 
that  black  domination  of  so  many  dif- 
ferent sports  reflects  genetic  advan- 
tages, offered  an  alternative  explana- 
tion: "Maybe  the  black  athletes  are 
just  psyching  the  white  guys  out." 

■  After  the  Supreme  Court  held  that 
the  Boy  Scouts  had  a  right  to  bar  gay 
scouts  and  scoutmasters,  United  Way 
chapters  across  the  land  withdrew  their 
support  for  the  Scouts. 

■  The  San  Francisco  Board  of  Supervi- 
sors passed  a  city  ordinance  barring 
bias  against  people  who  might  be  con- 
sidered too  fat — or  too  thin. 

■  The  U.S.  Justice  Department  ruled 
that  it  could  not  allow  the  Confeder- 
ate flag  to  fly  over  a  Confederate 
cemetery  because  this  would  imply 
the  government  supported  racial 
discrimination. 

■  The  U.S.  Fish  &  Wildlife  Service 
halted  construction  for  nine  days  on  a 
$1.5  billion  project  to  extend  train  ser- 
vice to  San  Francisco  airports,  because 
an  allegedly  endangered  garter  snake 
was  crushed  by  construction  equip- 


ment and  found  dead  on  a  road  last 
summer.  F 
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T\G(iED  AND  NUMBERED. 

Just  likeaMI 
endangered  species. 


of  our  finest  whis 

sip,  it  becomes  that  much  rarer 

Chivas  Regal  18.  When  you  know™ 

Drink  responsibly.  (But  von  know  that.) 

©2000  (pliivas  Regal  IS  Year  Old  Worldwide  Blended  Scotch 
Whisky  40%  Alcohol  by  Volume  (80  Proof)  Chivas  Bros. 
Import  Co.,  New  York.  NY.  www.ehivas.eoin 


THE  MYTHICAL  FIVE  NINES.  99.999%.  AS  CLOSE  TO  PER 

For  a  server  operating  system,  the  five  nines  are  a  measure  of  reliability  that  translates 
over  five  minutes  of  server  downtime  per  year*  For  your  business,  that  means  servers 
and  running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  usua 
under  ideal  lab  conditions.  But  where  are  these  five  nines  when  your  business  needs 
If  you're  using  Microsoft5  Windows8  2000  Server-based  solutions,  they  may  be  closer  I 
think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Comri 


•This  level  of  availability  is  dependent  on  many  factors  outside  of  the  operating  system,  including  other  hardware  and  software  technologies,  mission-critical  operational  processes  and  professl 
©  2000  Microsoft  Corporation.  All  rights  reserved.  Microsoft.  Windov-s.  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  f 
companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


J  CAN  GET  WITHOUT  BREAKING  SOME  LAW  OF  NATURE 


are  using  Windows  2000  Server-based  systems  designed  to  deliver  99.999%  server 
f  course,  not  all  installations  require  this  level  of  reliability,  but  one  thing  is  for  sure:  The 
2000  Server  family  can  help  you  get  to  the  level  of  reliability  you  need.  In  fact,  industry 
ich  as  Compaq,  Hewlett-Packard,  Unisys,  Stratus  and  Motorola  Computer  Group  can  work 
)  deliver  solutions  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions  you 
on,  visit  microsoft.com/windows2000/servers  Software  for  the  Agile  Business. 


Buried  in  th 


Japan  seems  incapable  of 
confronting  the  ugly  underside  of 
its  financial  sector.  Witness  the 
see-no-evil,  say-no-evil  response 
to  the  mysterious  death  of  a  man 
trying  to  clean  up  a  dirty  bank. 

BY  BENJAMIN  FULFORD 

JAPAN  HAS  MORE  THAN  ITS  SHARE  OF  BANKS  WITH  ROT- 
ten  loan  portfolios,  and  Nippon  Credit  Bank  was  one  of 
the  worst.  When  it  went  bankrupt  in  1998,  at  least  $36 
billion,  and  probably  much  more,  of  its  $133  billion  loan 
portfolio  had  gone  bad.  Some  of  the  bad  loans  were  linked  to 
an  underworld  stretching  from  Osaka  in  the  country's  in- 
dustrial heartland  to  the  murky  reaches  of  North  Korea. 

In  May  the  government  persuaded  three  deep-pocketed 
investors — Softbank,  the  Internet  venture  firm;  Orix  Credit, 
a  leasing  company;  and  Tokio  Fire  &  Marine  Insurance — to 
rescue  the  bank.  The  government  agreed  to  take  any  bad  loan 
off  its  books  at  face  value.  The  three  rescuers  infused  close  to 
$  1  billion  in  new  capital.  As  of  Sept.  30  the  bank  was  down  to 
$52  billion  in  assets,  only  $7.5  billion  of  those  assets  officially 
nonperforming,  and  was  trying  to  reestablish  itself. 

To  clean  up  the  mess  the  new  owners  hired  Tadayo 
Honma,  a  respected  60-year-old  former  director  of  the  Bank 
of  Japan.  He  became  president  of  NCB  in  early  September 
and  set  to  work  poking  through  what  was  left  of  the  loan 
portfolio,  looking  for  other  rotten  apples  to  be  handed  over 
to  the  government — a  trigger  for  further  writeoffs  through- 
out the  banking  system. 

Honma  didn't  last  long.  Two  weeks  later  he  was  dead.  His 
body  was  found  in  an  Osaka  hotel  room.  Details  of  the  scene 
have  been  sketchy  and  varied,  but  most  accounts  have 
pointed  to  strangulation  by  hanging.  Notes  addressed  to  his 
family,  company  and  others  were  nearby. 

In  the  U.S.  the  sequence  of  events  would  have  put  a 
homicide  investigation  into  high  gear.  Not  in  Japan.  Honma's 
body  was  quickly  cremated,  without  an  autopsy,  says  the 
man's  son,  Masazumi  Honma.  The  Osaka  police  ruled  the 
death  a  suicide. 

Honma's  is  the  seventh  "suicide"  among  ranking  Japan- 
ese either  investigating  financial  irregularities  or  due  to  testify 
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about  such  irregularities  since  1997,  when  the  depth  of  ba< 
loans  affecting  banks  like  Nippon  Credit  was  acknowledgec 
Among  the  dead  are  a  member  of  parliament  who  was  abou 
to  talk  about  irregular  fundraising  activities,  another  Bank  c 
Japan  director  who  oversaw  small  financial  institutions,  a 
investigator  at  the  Financial  Supervision  Agency  and  th 
head  of  the  small  and  medium  financial  institutions  divisioi 
at  the  Ministry  of  Finance.  So  far  as  we  can  tell,  not  one  c) 
these  seven  cases  resulted  in  a  homicide  investigation.  Th| 


owers  that  be  in  this  country  just  aren't  very  interested  in 
arning  over  rocks. 

There's  another,  darker  scenario  bandied  about  among 
ipan's  yakuza  gangs.  Theirs  is  a  world  in  which  victims  are 
isited  at  night  in  hotel  rooms,  forced  to  write  wills  at  gun- 
oint,  injected  with  sedatives,  and  then  strangled  in  a  way 
lat  makes  it  appear  that  they  appear  that  they  have  commit- 
?d  suicide  by  hanging.  According  to  a  Japanese  lawyer  spe- 
ializing  in  organized  crime,  "This  is  a  well-known  gangster 


modus  operandi,  especially  for  political  murders." 

In  the  Honma  case,  clues  point  to  foul  play:  Kyoko  Yoshii, 
spokesman  for  the  Hankyu  International  Hotel,  where  the 
body  was  found,  says  the  rooms  are  designed  to  thwart  sui- 
cide by  hanging,  and  one  report  put  the  dead  man  slumped 
against  a  wall.  Then  there  was,  according  to  the  Japanese 
women's  magazine  Josei  Seven,  the  fleeting  posting  on  an  In- 
ternet chat  page  by  Kumiko  Mori,  a  locally  popular  TV  show 
host  and  the  original  voice  of  the  Pokemon  character 
Pikachu.  Mori,  whose  room  was  next  to  Honma's,  told  of 
complaining  to  the  hotel  management  of  shouts  and  wails 
that  night.  The  Web  page  was  shut  down  after  the  magazine 
article  appeared,  and  though  her  manager  admits  she  made 
the  comments,  he  says  there  was  confusion  about  the  details 
and  refuses  an  interview  request  with  his  clients. 

In  sensitive  cases  it  is  common  for  police  to  receive  wave- 
off  calls  from  powerful  political  officials,  and  two  second- 
hand sources  suggest  that  happened  here.  In  response  to 
written  questions  about  that  and  other  anomalies  of  the  in- 
vestigation, the  deputy  chief  of  the  Sonezaki  police  station  in 
Osaka  answers,  "No  comment." 

Whatever  happened  to  Honma,  it  is  clear  he  would  have 
had  to  wage  a  lonely  war  against  dirty  credits.  This  is,  after  all, 
a  country  that  does  not  want  to  own  up  to  weaknesses  in  its 
banking  system.  Financial  inspectors  do  not  look  for  crimi- 
nality when  inspecting  banks,  even  where  managers  treat  the 
institutions  as  their  private  property,  says  Kenzaburo  Gomi, 
past  head  of  the  inspection  department  of  Japan's  Financial 
Supervision  Agency.  The  de  facto  policy  is  not  to  prosecute 
clear  breaches  of  trust,  says  Kohei  Nakabo,  until  recently  head 
of  Japan's  Financial  Reconstruction  Commission.  When 
white-collar  banking  cases  are  pressed  in  Japan,  trials  typically 
drag  on  until  defendants  die  of  old  age.  The  rare  sentences 
tend  to  be  suspended.  In  a  departure  from  usual  practice, 
three  top  NCB  executives  were  arrested  for  accounting  fraud 
for  showing  the  bank  to  be  fully  solvent  only  months  before  it 
went  under.  Once  the  media  spotlight  was  off,  however,  the 
cases  were  quietly  dropped.  A  couple  of  minor  NCB  cases  trail 
but  are  not  expected  to  lead  to  any  actual  prison  time. 

Internal  Nippon  Credit  Bank  documents  obtained  by 
FORBES  show  hundreds  of  millions  of  dollars  in  nonper- 
forming  loans  were  made  to  at  least  four  companies  that  have 
appeared  on  a  police  list  of  gangster-related  enterprises. 
There  were  also  highly  suspect  entries,  like  a  $150  million 
loan  to  one  "Fukutoshin  Kenkyujo,"  labeled  in  the  bank's 
books  as  a  "nonexistent  company." 

NCB's  suspicious  history  dates  back  decades  and  includes 
previous  mysterious  suicides  and  suspect  loans  linked  to  var- 
ious political  powerbrokers  and  gangsters.  Of  all  the  dirty 
laundry,  though,  the  likeliest  link  to  any  foul  play  in  Honma's 
death  involves  the  financial  underpinnings  of  1  million  North 
and  South  Korean  citizens  in  Japan,  whose  presence  is  not 
widely  appreciated  by  other  foreigners.  The  NCB  loan  records 
show  hundreds  of  millions  of  dollars,  probably  billions,  were 
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lent  to  Korean  credit  cooperatives — 
presumably  to  cover  their  own  shaky 
balance  sheets. 

In  spring  1999  13  of  the  coopera- 
tives went  insolvent.  All  funds  appear 
to  have  been  transferred  out  of  them 
immediately  before  they  went  under, 
former  regulator  Gomi  says.  Some  of 
these  cooperatives  had  long  been  used 
to  funnel  money  to  North  Korea.  One 
$130  million  loan  on  the  books,  for 
example,  used  the  grounds  of  a 
school  run  for  North  Koreans  living 
in  Tokyo  (asset  value  $20  million)  as 
collateral.  A  North  Korean  official 
told  Japan's  Asahi  Television  network 
the  money  was  taken  as  cash  to  the 


rulers  in  Pyongyang. 

Japan's  government  tried  to  put  the 
bankrupt  companies  under  the  wing  of 
surviving  cooperative  institutions  re- 
cently without  conducting  any  investi- 
gation and  with  an  unpublicized  $3  bil- 
lion first  installment  of  what  is 
expected  to  be  a  bigger  cleanup.  "It  is 
extremely  likely  there  has  been  political 
intervention"  to  hide  the  use  of  public 
money  for  this  purpose,  says  Kiyoshi 
Ueda,  a  member  of  the  minority  Dem- 
ocratic Party  who  raised  the  issue  in 
parliament  after  obtaining  internal  Ko- 
rean credit  cooperative  documents. 

A  former  director  of  one  North  Ko- 
rean credit  cooperative,  Kim  Chang 


Hong,  was  arrested  in  Japan  in  1997  ii 
a  case  involving  70  kilograms  of  am 
phetamines  being  smuggled  aboard 
North  Korean  freighter  to  Japan 
"These  banks  would  lend  $50  millioi 
to  a  pachinko  parlor  with  an  annua 
turnover  of  $2  million  as  a  cover  for  fi 
nancing  drug  smuggling  operations, 
according  to  a  gang  source  who  say 
that  such  money  manipulations  typi 
cally  greased  the  palms  of  Japanes 
politicians  as  well  as  yakuza. 

Japan  has  made  a  start  at  cleanin 
up  its  sickly  credit  system.  But  until  i 
begins  to  shed  more  light  on  matter 
both  criminal  and  financial,  investor 
can  be  forgiven  a  certain  skittishness.  I 


Rough  Weather  Ahead 

A  stripped-down  Baxter  International  is  trying  to  become  a  biotech 
powerhouse.  Does  this  medical-device  company  really  have  the  goods? 


BY  MARK  TATGE 

CHIEF  EXECUTIVE  HARRY  M.  JANSE 
Kraemer  Jr.  views  the  future  C 
Baxter  International  from  the  ir 
side  of  a  pig.  That's  where  some  of  th 
most  far-reaching  R&D  is  taking  plao 
Human  genes — for  kidneys,  hearts  an« 
one  day,  livers — are  being  injected  int 
fertilized  pig  embryos  with  the  idea  ths 
they  can  develop  into  organs  that  cai 
be  transplanted  with  minimal  risk  c 
rejection.  The  payoff  is  still  years  awai 
but  the  ambitious  effort  underscore 
just  how  far  the  Deerfield,  111. -base 
company  has  ventured  from  its  roots  2 
a  mere  medical-device  maker. 

Baxter  is  a  lot  easier  to  grasp  thes 
days  after  an  incredible  shrinking  ac 
Estimated  2000  revenues,  at  $7  billion 
are  down  25%  from  1994.  That's  whei 
Kraemer,  then  chief  financial  office! 
began  to  peel  off  its  slow-growing  busi 
nesses — home  care,  cardiac  devices  an 
hospital  supply,  a  legacy  of  the  $3.8  bii 
lion  acquisition  of  American  HospiW 
Supply  in  1985  that  never  quite  tool 
hold — in  part  because  of  Medicare 
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BAXTER 


So  far,  the  gamble  is  paying  off.  Bioscience 
sales  have  more  than  tripled  since  1993  to 
$2.5  billion— 36%  of  Baxter's  total 
revenue,  up  from  less  than  10%  in  1993. 


and  Medicaid-related  price  caps. 

Kraemer's  makeover  gives  Baxter 
more  solid  financial  footing  (long-term 
debt  is  down  31%  from  1998  to  $2.2 
billion)  and  a  springboard  for  growth. 
The  company  now  consists  of  three  di- 
visions: renal  dialysis  equipment;  intra- 
venous drug-delivery  systems  and  anes- 
thesia products;  and  bioscience.  It's  that 
last  category  that  gets  Kraemer  excited. 
Bioscience,  he  insists,  is  not  a  sudden 
diversification,  but  a  natural  outgrowth 
of  Baxter's  60-year-old  pioneering 
business  in  blood  collection  and 
separation. 

And  so  far  the  gamble  is  paying  off. 
Sales  of  recombinant  blood  proteins  for 
hemophiliacs  and  immune-deficient 
patients,  genetically  altered  vaccines, 
wound  sealants  and  blood  collection 
systems  have  more  than  tripled  since 
1993  to  $2.5  billion— or  36%  of  Bax- 
ter's total  revenue,  up  from  less  than 
10%  in  1993.  Kraemer  now  wants  to 
boost  bioscience  products  to  nearly 
50%  of  sales  by  2010. 

The  lure  of  bioscience  is  the  poten- 
tial for  20%  annual  growth  and  gross 
profit  margins  "north  of  60%,"  says 
Kraemer.  Renal  and  IV  systems,  by  con- 
trast, probably  can't  achieve  better  than 
15%  annual  increases. 

Kraemer's  goal  is  to  double  Baxter's 
revenues  in  a  decade — on  the  backs  of 
genetically  engineered  products.  To  that 
end,  he  has  hired  scientists  from  Novar- 
tis  and  Aventis.  Baxter  has  also  tripled 
manufacturing  capacity  in  Thousand 
Oaks,  Calif.,  where  it  breeds  blood  pro- 
teins, and  has  opened  a  $131  million 
plant  in  Neuchatel,  Switzerland  to  de- 
velop the  next  generation  of  recombi- 
nant blood  proteins.  "We  want  to  be  a 
global  company  that  makes  critical 
'herapies  for  life-threatening  situa- 
tions," says  Kraemer,  45,  who  was 


named  president  in  1997,  and  chief  ex- 
ecutive in  1999.  Baxter,  he  says,  intends 
to  position  itself  against  the  likes  of 
Amgen,  Genentech  and  Biogen. 

It's  an  ambitious  agenda  for  a  com- 
pany whose  biotech  component  today 
consists  largely  of  supplying  critical 
blood  proteins  that  aid  clotting  or  bol- 
ster patients'  immune  systems.  You've 
got  to  wonder  if  tripling  manufacturing 
capacity  is  justified,  given  that  the  he- 
mophiliac market  is  expected  only  to 
double  in  sales  by  2003  to  $2.4  billion. 
"The  demand  for  these  products  has  al- 
ways been  greater  than  the  supply,"  re- 
torts Kraemer,  noting  that  only  about 
20%  of  the  world's  300,000  hemophili- 
acs now  receive  treatment. 

The  real  risk  factor  lies  elsewhere — 
in  the  long  line  of  genetically  altered 
vaccines  and  drugs  in  various  stages  of 
development.  Baxter  scientists  are 
breeding  "homegrown"  vac- 
cines genetically  to  treat  pneu- 
monia, Lyme  disease,  influenza 
and  hepatitis. 

They're  also  at  work  on 
drugs  to  treat  emphysema, 
asthma  and  other  respiratory 
diseases.  Baxter  has  struck  a  se- 
ries of  partnerships  with 
smaller,  but  more  experienced, 
biotech  outfits  like  Xoma, 
Alpha  One  Pharmaceuticals 
and  Cerus  in  hope  of  gaining 
access  to  promising  new  tech- 
nology. Cerus,  for  example,  is 
helping  Baxter  come  up  with  a 
scrubber  to  neutralize  viruses, 
bacteria  and  pathogens  from 
the  blood. 

A  blockbuster  product,  as 
everyone  knows,  can  take  five  to 
seven  years  to  get  to  market. 
Baxter  is  spending  half  its  $1 
billion  capital  and  R&D  budget 


on  biotech,  and  that's  a  fractior 
of  what  it  could  eventually  cosi 
to  bring  the  drugs  to  market 
The  road  is  pitted  with  clinica 
trials,  government  approvals  anc 
competition  from  pharmaceuti- 
cal companies  five  or  six  time; 
the  size  of  Baxter — most  o: 
which  have  genetically  engi- 
neered vaccines  already  on  the  shelve: 
or  in  development. 

Kraemer,  an  18-year  veteran  of  th( 
company,  certainly  knows  disappoint 
ment.  In  the  mid-1990s  Baxter  had  i 
promising  hemoglobin-based  substi 
tute  that  it  figured  was  destined  for  eas) 
FDA  approval.  That  is,  until  24  of  the  51 
trauma  patients  who  got  the  substitute 
in  clinical  trials  died.  By  the  time  Baxtei 
finally  pulled  the  plug,  it  had  sunk  $20( 
million  into  the  effort.  Investors  wen 
enraged. 

Today  they  have  reason  to  be  happy 
Baxter's  stock  is  trading  in  the  mid-80s 
four  times  what  it  was  seven  years  ago 
with  a  current  P/E  of  27.  Analysts  sa] 
that  multiple  could  go  a  lot  higher — i 
Kraemer  can  deliver  on  his  promise  tc 
rev  up  earnings  growth  to  18%  to  20°A 
a  year  from  a  current  15%.  But  it  coulc 
be  years  before  investors  find  out.  f 


Blood  Money 

The  demand  for  transplants  has  never  been 
greater,  and  Baxter  is  going  full  bore  into  blood 
substances  and  genetically  engineered  organs. 


The  average  annual  cost  for  a 


patient  on  hemodialysis. 


The  amount  of  blood 
donated  worldwide  every  year. 

The  number  of  Americans  waiting 
for  organ  transplants. 

The  percentage  of  those  73,000 
patients  who  die  waiting  for  organ 
transplants. 

The  number  of  kidney  transplants 
that  take  place  each  year  in  the  U.S. 


Sources:  Baxter;  National  Kidney  Foundation. 
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THE  COMPANY  OF  THE  YEAR  j  UOVer  STOry 

Charles  Schwab's  company  started  out  as  a  discount  trad 
He  is  redefining  it  once  again,  this  time  as  a  money  mana§ 


m  became  an  asset  gatherer,  then  an  e-company. 
s  he  strayed  too  far  from  his  roots? 

BY  JOHN  GORHAM 

The  cramped  branch  office  of 
Charles  Schwab  &  Co.  at 
57th  Street  and  Park  Avenue 
in  New  York  City  is  pretty 
much  what  you'd  expect  from  the  com- 
pany that  popularized  bare-bones  dis- 
count stock  trading.  A  grizzled  elderly 
gent,  still  in  his  winter  coat  to  ward  off 
the  chill,  gazes  nervously  over  his 
shoulder.  A  small  table  is  shoved  against 
the  window.  You  want  advice  about  in- 
vesting your  nest  egg?  There's  a  wall 
covered  with  brochures  on  trading,  sav- 
ing for  college  and  opening  an  account. 

It's  a  different  scene  across  town  at 
the  offices  of  U.S.  Trust  Corp.  on  47th 
Street  near  Sixth  Avenue.  Wood  panel- 
ing and  marble  pillars  line  the  hushed 
reception  area.  Fruit,  cookies  and  tea 
are  served  on  gold-rimmed  china. 
Clients  are  measured  not  by  the  num- 
ber of  years  they've  had  an  account,  but 
by  the  number  of  generations.  Average 
account  size:  $7  million,  64  times  the 
amount  at  the  Schwab  &  Co.  discount 
brokerage  business.  Not  anywhere 
mentioned  in  the  offices  of  the  147- 
year-old  U.S.  Trust:  the  fact  that  the 
company  is  owned  by  Schwab.  Schwab 
bought  it  in  June  2000  for  $3  billion,  a 
$2.7  billion  premium  over  book  for 
U.S.  Trust's  $90  billion  in  assets  and 
old-money  clientele. 

Isn't  there  some  risk  of  an  identity 
crisis  here?  By  lusting  after  the  carriage- 
trade  business  at  U.S.  Trust,  Schwab 
may  lose  touch  with  the  mass-market 
brokerage  customers  that  made  it  suc- 
cessful. There  is  also  the  risk  that  the 
high-ticket  customers  it  acquired  so  ex- 
pensively at  U.S.  Trust  might  find  the 
association  with  the  retail  brokerage 
operation  distasteful  and  flee  to  other 
trust  institutions. 

Schwab,  though,  has  reinvented  it- 
self twice  before,  and  there  is  no  reason 
it  cannot  do  so  a  third  time.  Shortly 
after  Schwab's  founding,  the  Securities 
&  Exchange  Commission  deregulated 
commissions  and  Schwab  became,  in 


IHE  UUiVI  FA  NY  UP  THE  YEAR  j  OOVer  OTOry 

"We've  been  operating  around  the  periphery,  taking  all  the  business 


1975,  a  pure  discount  brokerage.  Seven- 
teen years  later  it  became  more  of  an 
asset  gatherer  with  the  instantly  suc- 
cessful OneSource  innovation  that  per- 
suaded mutual  fund  investors  to  hold 
their  fund  positions  at  Schwab. 

In  Version  3  Schwab  becomes  an 
e-company.  From  nothing  five  years  ago 
85%  of  the  trades  it  now  executes  are  on- 
line, accounting  for  nearly  one  out  of 
every  four  online  trades  in  the  industry. 
And  yet  Schwab  has  survived  the  Internet 
crash  of  2000  while  upstarts  have  floun- 
dered. E-Trade's  stock  is  off  75%  from 
its  high.  Schwab's  is  off  only  37%. 


Version  4  makes  Schwab  look  more 
than  ever  before  like  the  full-service 
brokerage  firms  it  used  to  scorn.  The 
U.S.  Trust  deal  and  other  recent  moves 
have  the  company  jumping  into  the 
business  of  offering  advice  and  myriad 
other  services,  a  huge  departure  for  a 
firm  that  has  worked  hard  to  distance 
itself  from  the  taint  of  stock  shilling. 

"Our  clients  are  increasingly 
wealthy,"  says  Schwab's  co-chief  execu- 
tive officer,  David  Pottruck,  52,  a  former 
University  of  Pennsylvania  linebacker 
who  is  as  pugnacious  and  combustible 
as  founder  Charles  Schwab,  63,  is  soft- 


spoken  and  laid-back.  "Increasin 
wealth  creates  more  complexity  Mon 
complexity  increases  the  need  for  mor 
help.  If  we  don't  help  [our  clients],  wil 
they  look  elsewhere?  Yes." 

By  going  upscale  Schwab  faces  i 
huge  risk  to  the  franchise  he  created 
Can  he  cater  to  the  wealthy  withou 
disregarding  hoi  polloi  who  hande< 
him  his  first  successes,  and  also  main 
tain  a  fat  profit  margin  (about  13%  fo 
2000,  on  par  with  Merrill  Lynch)? 

Already,  signs  of  friction  are  surfa 
ing.  Fidelity  and  TD  Waterhouse  an 
trying  to  pick  off  Schwab's  disaffecte* 
independent  investment  advisers,  wh< 
are  suspicious  that  Schwab's  acquisitioi 
of  U.S.  Trust  makes  the  firm  their  direc 
competitor. 

Undaunted,  Schwab  is  taking  dire* 
aim  at  the  white-shoe,  highbrow  rival 
that  had  long  viewed  it,  patronizingly 
as  cute  but  no  threat.  "We've  been  ou 
here  operating  around  the  periphery 
taking  all  the  business  we  can,"  Pot) 
truck  says,  waving  his  Rolex-wrappe 
wrist  furiously  over  an  imaginary  bat 
tlefield  on  his  conference  room  table  a 
the  San  Francisco  headquarters.  "We'v 
had  a  flanking  strategy.  Now  we  have  fr 
go  after  their  army." 

Why  is  Schwab  rebuilding  what  i: 
by  any  measure,  one  heck  of  a  profi 
machine?  Schwab's  retail  assets  toda 
are  approaching  $1  trillion,  a  more 
than-threefold  increase  in  just  fivj 
years.  At  least  until  the  latest  marke 
turbulence  the  business  was,  every  da 
hauling  in  $500  million  in  net  new  ai 
sets  and  opening  6,000  new  account 
Salomon  Smith  Barney  estimates  a  nd 
for  2000  of  $758  million  on  net  revenu 
of  $5.9  billion. 

Shareholders  have  been  richly  re 
warded.  Trading  most  recently  at  a  loft 
46  times  trailing  earnings,  the  stock  ha 
climbed  22,000%  since  a  low  point  jus 
after  the  1987  crash,  when  a  seeming! 
uncollectible  $15  million  margin  deb 
owed  by  a  Hong  Kong  speculate 
threatened  to  put  the  firm  out  of  busi 
ness.  Chuck  Schwab,  the  easygoing  an 
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.  We've  had  a  flanking  strategy.  Now  we  have  to  go  after  their  army." 


eassuring  man  in  the  ads,  is  in  fact 
ough  as  nails  and  got  most  of  that 
nissing  money  back.  His  20%  stake  is 
iow  worth  $7.5  billion. 

By  beefing  up  the  hand-holding  and 
xpanding  into  the  uncharted  territory 
if  investment  advice,  the  company 
aces  a  critical  juncture.  For  years 
chwab  made  much  of  the  fact  that  his 
irokers  all  work  on  salary,  not  commis- 
ion,  and  don't  try  to  sell  a  client  any- 
hing.  He  threatened  to  fire  any  era- 
loyee  who  offered  advice. 

"They  [old-style  brokers]  were 
lucksters  of  inside  information,  always 
rying  to  get  me  to  buy  this  product  or 
ivestment.  Usually  they  were  the  mar- 
etmaker  on  the  stock,"  Schwab  recalls 
if  his  days  as  a  portfolio  analyst  in  the 
960s  for  a  small  mutual  fund. 

Today  Schwab  and  Pottruck  are 
inging  a  much  different  tune.  In  1993 


Money  Honeys 


Number  of  U.S.  households  that  have 
over  $1  million  in  investable  assets 


Schwab  depended  on 
commissions  and 
marketmaking  for 
three-quarters  of  its 
revenue,  with  a  large 
chunk  of  the  balance 
coming  from  interest 
spreads  directly  related 
to  trading  activity 
(namely:  The  idle 
funds  in  one  cus- 
tomer's account  are 
borrowed  at  a  low  in- 
terest rate  and  lent  at  a 
higher  rate  to  another 
customer  trading  on 
margin).  That  was  fine  when  the  price 
umbrella  provided  by  full-rate  brokers 
allowed  Schwab  to  post  1.2  cents  in  rev- 
enue annually  on  every  dollar  of  retail 
assets.  But  the  revenue  ratio  has 
dropped  to  about  half  that,  as  the  Inter- 
It 


Like  other  brokerages  and 
banks,  Schwab  is  positioning 
itself  to  take  advantage  of  the 
growing  ranks  of  the  new  rich 
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net  has  given  rise  to 
commission  price 
wars.  Now  Schwab 
needs  to  look  for 
more  recurring  and 
predictable  revenues, 
such  as  fees  for  money 
management.  That 
helped  drive  the  ac- 
quisition of  U.S.  Trust 
and  its  trust  and  estate 
planning  expertise, 
which  thrusts  Schwab 
into  the  rather  differ- 
ent market  of  wealth 
management. 
Schwab's  tonier  rivals  used  to  capi- 
talize on  the  fact  that  Schwab  didn't  offer 
hand-holding.  "I  remember  in  1996  and 
1997,  Merrill's  whole  p.r.  pitch  was,  'We 
love  Schwab;  they  are  Sesame  Street,'  " 
mimics  Daniel  Leemon,  Schwab's  chief 
strategy  officer.  '"The  investors  graduate 
from  Schwab,  where  they  learn  how  hard 
it  is  and  how  much  money  they  could 
lose,  and  then  we  get  'em.' " 

Apparently,  it's  still  going  on.  One 
defector  is  Bart  Williams,  41,  a  regional 
sales  manager  for  Oracle  in  Atlanta.  He 
and  his  wife,  a  former  Microsoft  em- 
ployee, moved  their  seven-figure  port- 
folio of  tech  stocks  from  Schwab  to 
Merrill  Lynch  last  year  after  two  brokers 
cold-called  and  invited  him  to  a  wealth- 
management  seminar. 

Williams  began  investing  five  years 
ago  in  such  stocks  as  Intel,  Dell  and 
Cisco  through  his  Schwab  account.  But 
he  switched  to  Merrill  because  he  didn't 
have  the  time  or  expertise  to  manage  the 
portfolio  on  his  own.  He  can't  even  say 
for  certain  how  much  he  pays  for  Mer- 
rill's services,  but  he  figures  the  fees  are 
worth  it.  "They  weren't  set  up  to  do 
what  I  needed  to  have  done,"  he  com- 
plains about  Schwab. 

Pottruck  doesn't  buy  it.  "Mary 
Meeker  [of  Morgan  Stanley]  is  out 
there,  and  98%  of  everything  she  covers 
is  a  buy,"  he  snorts.  "No  matter  how  the 
stock  is  doing,  it's  a  buy.  Why?  Because 
the  institutional  client  is  more  impor- 
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THE  CO  M  PAN  Y  UFmc  TtA  H  I  UOVer  dTUTy 

Free  Advice  


Ever  since  he  formed  his  com- 
pany as  an  antidote  to  stock- 
broker ripoffs,  Charles 
Schwab  has  scrupulously  avoided 
steering  his  customers  into  specific 
investments  or  stocks. 

But  how  to  expand  his  mandate 
to  offer  investment  advice  without 
appearing  to  be  a  shill?  That  job  falls 
to  a  team  of  13  Ph.D.s  and  financial 
analysts  who  toil  26  floors  below 
Chairman  Schwab. 

Led  by  Mark  Riepe,  a  36-year- 
old  former  executive  with  financial 
consultant  Ibbotson  Associates,  the 
loftily  named  Schwab  Center  for  In- 
vestment Research  tries  to  walk  a 
fine  line  between  educating  investors 
and  pitching  particular  investments. 

"We  are  not  calling  markets," 
says  Riepe.  "We  are  not  sending  out 
research  notes  saying  the  market  is 
overvalued,  or  lighten  up  on  stocks. 
Or  that  we  expect  the  dollar  to  further 
weaken  against  the  euro." 

The  result  is  a  desultory  mix  of 
commonsense  advice  about  diversifi- 
cation and  room-clearing  tomes  such 
as  Everything  You've  Ever  Wanted  to 
Know  about  Risk-Adjusted  Returns. 
One  recent  study  reported  that  giving 
up  two  doughnuts  a  week  could  pro- 
duce retirement  savings  of  $6,552  in 
20  years,  assuming  a  10%  return. 

The  Center's  online  Stock  Ex- 
plorer, meanwhile,  recommends  stock 
picks  based  on  investment  style.  Enter 
"growth  at  a  reasonable  price"  and  you 
get  a  curious  selection  of  battered 
cats  and  dogs,  including  Pre-Paid 
Legal  Services,  an  outfit  periodically 
under  siege  by  short-sellers. 

"We  keep  our  research  to  the  pol- 
icy level,"  says  Riepe.  "If  [investors] 
can  get  the  basics  right,  they  are 
going  to  be  in  pretty  good  shape  over 
the  long  term....  The  conversation 
isn't  going  to  be  along  the  lines  of 
Tech  is  overvalued.  Time  to  get  out.' 
It's:  'Here's  what  might  happen  in 
tech  stocks  if  things  go  wrong.  And 
are  you  prepared  for  that?' "  —J.G. 


Sesame  Street:  Chief  Strategy  Officer 
l  leemon  keeps  merrill  lynch  in  his  sights. 


tant  than  the  retail  client.  " 

As  recently  as  the  early  1990s 
Schwab  didn't  offer  any  advice  at  all.  If 
a  customer  asked  a  question  about  a 
stock,  Schwab  employees  were  sup- 
posed to  point  him  to  Standard  & 
Poor's  tear  sheets  or  Morningstar  fund 
rankings.  Then  in  1993  it  dipped  its  toe 
in  the  water  with  a  "Mutual  Fund  Select 
List,"  a  compilation  of  75  funds  Schwab 
recommended  based  on  their  risk,  ex- 
penses and  sector  strategy. 

If  the  client  wanted  more  help, 
Schwab  later  punted  him  off  to  a  small 
army  of  425  investment  advisers,  the 


independent  financial  planners  wh( 
passed  Schwab's  sniff  test  for  fee-base< 
services  and  unbiased  service,  and  wh< 
agreed  to  pay  referral  fees  for  th 
clients.  In  this  symbiotic  relationshi] 
Schwab  gives  the  referrals  and  handle 
the  adviser's  back-office  functions 
while  pocketing  the  revenue  from  com 
missions,  mutual  fund  fees  and  interes 
spreads.  But  it's  an  unequal  division  o 
revenue.  The  typical  adviser  gets  1%,  o 
$10,000  on  a  million-dollar  account 
Schwab  might  get  only  $6,000  from  th' 
same  pile  of  assets. 

That  began  to  change  last  yeai 
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"If  we  don't  help  [our  clients],  will  they  look  elsewhere?  Yes." 


$100  Ratio  scale 


90 


rhen  Schwab  offered  its  "Portfolio 
!onsultation"  service  in  the  branches, 
or  $400  investors  can  get  their  exist- 
lg  portfolio  analyzed  by  a  broker  in 
le  branch,  who  offers  advice  about 
ocks  or  funds  to  dump  or  buy.  More 
;cently  Schwab  debuted  its  invita- 
on-only  "Signature  Service"  branch 
ffices  for  high-end  accounts  begin- 
ing  at  $1  million.  Investors 
in  get  everything  from  re- 
jarch  reports  to  access  to 
edicated  brokers.  The  ser- 
ice  is  somewhere  on  the 
:>ectrum  between  what 
3U  get  at  a  walk-in  branch 
ad  the  gilt-edged  fruit 
latters  at  U.S.  Trust. 

The  Signature  Service 
ranch  18  floors  above  Park 
venue  in  New  York  soothes 
s  clientele  with  classical 
msic,  cherrywood  panel- 
lg,  fresh  flowers  and  drop- 
ead  views  of  Manhattan, 
verage  account  size  of  the 
00  clients  in  this  branch:  $3 
lillion. 

Schwab  figures  he  can 
fford  the  paneling  and  the 
owers  if  he  can  translate 
is  low-cost  strategy  to  the 
dvice-giving  business.  Most 
f  the  advice  offered  by  full- 
jrvice  firms  can  be  boiled 
own  to  simple  asset  alloca- 
on  and  diversification 
sing  low-cost  indexed  mu- 
ial  funds,  Schwab  says.  In 
lat  case  investors  don't 
eed  access  to  proprietary 
quity  research  and  under- 
writing connections  of  the 
Drt  that  Merrill  and  Mor- 
an  buy  with  their  $3-mil- 
on-a-year  analysts. 

Taking  advantage  of 
xhnology,  Schwab  sees  an 
pportunity  to  offer  more  of 
hybrid  form  of  investment 
dvice  that  isn't  compro- 
nised  by  commissions  or 


investment  banking,  but  operates  on  a 
mass  scale  that  exploits  his  firm's  tenta- 
cles into  6.6  million  accounts. 

"There  is  no  large-scale  supplier  of 
nonconflicted  advice,"  he  says.  Adds 
Pottruck:  "We  are  not  trying  to  be 
more  than  Merrill  or  these  other  guys. 
We  are  trying  to  be  fundamentally 
different." 


Bull  on  the  Run 


Once  dismissed  as  a  bargain-rack  discounter,  Schwab  is  gain- 
ing on  the  firm  that  claims  it  brought  Wall  Street  to  Main  Street. 


SCHWAB 


MERRILL  LYNCH 

Stock  price 

$100  Ratio  scale 
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Source:  Interactive  Data  Corp.  via 
FactSet  Research  Systems. 
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Ever  since  he  gambled  on  a 
$500,000  automated  clearing  operation 
in  1979,  Schwab  has  relentlessly  driven 
the  company  to  automate  as  much  as 
possible.  He  is  largely  responsible  for 
driving  the  firm  early  to  the  Internet 
and  for  pushing  wireless  trading  gad- 
gets and  other  devices. 

The  nagging  has  paid  off.  Schwab  & 
Co.  juggles  600,000  phone 
calls  a  day,  on  anything  from 
placing  trades  to  changing 
an  account  password.  But  of 
those,  only  100,000  are  han- 
dled by  a  human,  at  a  cost  of 
about  $  1 1  a  pop,  whereas  the 
automated  calls  and  Web 
connections  cost  pennies.  All 
told,  Schwab  spends  42%  of 
its  net  revenues  on  compen- 
sation and  benefits,  com- 
pared with  about  55%  at 
Merrill's  retail  business,  esti- 
mates Guy  Moszkowski,  Sa- 
lomon Smith  Barney's  bro- 
kerage analyst. 

So  just  as  it  has  lever- 
aged its  technology  to  au- 
tomate trading  and  routine 
inquiries,  Schwab  now 
wants  to  automate  many 
aspects  of  advice  and  guid- 
ance. Central  to  the  strat- 
egy is  Schwab's  claim  that 
a  lot  of  what  constitutes 
"advice"  by  brokers  is  re- 
ally just  busywork.  Steven 
Scheid,  the  head  of 
Schwab's  retail  business, 
estimates  about  60%  of  the 
time  advisers  spend  on  be- 
half of  clients  is  chewed  up 
by  gathering  information 
about  client  accounts  and 
consolidating  it.  Scheid 
wants  to  put  data-entry 
tools  on  the  Web  that  let 
customers  do  much  of  the 
busywork  themselves,  and 
then  go  to  an  adviser  for 
the  judgment  calls. 

Many  of  these  enhance- 


as  of  third  quarter 
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Just  as  it  has  leveraged  technology  to  automate  trading  and  routj 


Financial 
Chameleon 


From  bare-bones  dis- 
counter to  one-stop  mu- 
tual fund  shop  and  Inter- 
net powerhouse,  Charles 
Schwab  has  reinvented 
his  firm  at  every  turn. 
Next  act:  wealth  adviser. 


P 


JWOO  INVESTORS 
CAN'T  BE  WRONG! 


diaries  Sebwib  k  Co..  Inc. 

Mil 


1974-79  A  discount  broker  and  pitch- 
man is  born.  Brags  of  33,000  customers. 


"I  built  Schwab  for 
investors  who  want  the 
best  of  bothwurlck.r 


1980-87  Schwab 
touts  his  service,  dis- 
counts and  "state  of  the 
art  computer  system." 


Charies  Sdroab 
introduces  a  nm  soun? 
of  expert  information  for 

acme  um*>lors 


Uliw»HOi>*i>m! 


i_  l_  l_  -  - 

EEC 
□  GO 
Ll_L 


1988-91  The  early 
day-traders:  a  900  num- 
ber hawks  news  and  tips 
to  trading  junkies. 


Some  or  The  Best 
Tiiiv.s  K  Lil  t  Are 
FREE... 


1992-96  The  dis- 
counter becomes  asset- 
gatherer  with  OneSourc 
and  free  IRA  accounts. 


ments  are  incremental.  Schwab's  "Port- 
folio Checkup,"  for  instance,  is  an  on- 
line asset-allocation  planner  that's 
based  on  an  investor's  tolerance  for 
risk.  Coming  next  is  a  "Sell  Analyzer," 
an  online  tool  that  will  evaluate  the  cost 
basis  of  securities  in  a  portfolio  and 
recommend  which  to  sell  for  tax  losses. 
Following  that,  Schwab  will  unveil 
something  called  "Portfolio  Tracker," 
which  will  allow  investors  to  bench- 
mark their  portfolio  against  standard 
indexes  and  identify  underperforming 
segments. 

U.S.  Trust  is  the  biggest  step  in  that 
direction.  But  sensitive  to  this  outfit's 
reputation  and  distinctive  brand, 
Schwab  has  moved  slowly  to  integrate 
the  firm  into  the  larger  operation.  The 
integration,  such  as  it  is,  has  mostly 
consisted  of  arm's-length  referrals  of 
wealthy  Schwab  clients  to  U.S.  Trust, 
which  also  makes  some  of  its  research 
available  to  select  Schwab  clients. 

More  recently  Schwab  has  created 
something  called  "U.S.  Trust  Institu- 
tional Services,"  which  unbundles  U.S. 
Trust's  back-office  trust  and  custody 
services  for  the  benefit  of  Schwab's  in- 
dependent financial  advisers. 

The  next  big  move  will  come  shortly, 
when  Schwab  will  debut  its  version  of  a 
marketplace  of  third-party-managed, 
fee-based  accounts  with  a  minimum 
balance  of  $100,000.  The  new  service, 
offered  through  its  investment  advisers, 
is  similar  to  what  the  company  created 
with  its  Mutual  Fund  Marketplace. 

Full-service  brokers  such  as  Merrill 
and  Morgan  Stanley  Dean  Witter  offer 


such  accounts  at  fees  of  about  2%  of  as- 
sets under  management.  Says  Pottruck: 
"If  they  can  do  it  for  2%,  we  ought  to 
be  able  to  do  it  for  1%." 

This  offering  comes  close  to  those 
managed  accounts  that  have  been  pop- 
ping up  on  the  Internet  (Forbes.com, 
Sept.  11,  2000).  Such  services  as  My- 
MoneyPro.com,  WrapManager.com  and 
RunMoney.com  allow  folks  with  as  little 
as  $50,000  to  enlist  the  services  of  pro- 


fessional money  managers,  but  for  abou 
the  same  price  as  a  mutual  fund. 

The  difference  is  Schwab  plans  to  dc 
it  on  a  grander  scale,  offering  more  se- 
lection, hand-holding,  and  distributior 
through  its  investment  advisers. 

With  the  ungainly  title  of  "Man- 
aged Account  Select"  Schwab  has  hirec 
investment  consultant  Callan  Associ- 
ates to  compile  a  list  of  50  mone] 
managers,  differentiated  by  a  dozer 
different  investmen 
styles.  To  run  the  show 
Schwab  poached  the  ex- 
ecutive who  ran  man- 
aged accounts  at  Sa- 
lomon Smith  Barney,  the 
largest  marketer  of  th< 
investments. 

The  various  move: 
into  the  uptown  market 
however,  worry  ever 
Schwab  allies,  especiall) 
the  independent  invest- 
ment advisers  who  helpec 
the  firm  broaden  it; 
reach.  That's  why  Fidelity 
and  others  hope  to  lure 
some  defectors. 

Though  he  hasn't  de- 
fected yet,  Greg  Lathrop  o: 
Lathrop  Investment  Man- 
agement Corp.  in  Little 
Rock,  Ark.  is  wary.  With 
$250  million  in  asset: 
under  management,  hal: 
of  them  housed  at  Schwab 
since  1990,  Lathrop  fret: 
that  Schwab  may  refer  po- 
tential clients  away  from 
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uiries,  Schwab  now  wants  to  automate  advice  and  guidance. 


)6-97  You  want  vestors  can  reach  Schwab  through  phone,  iQQO  00  1999-2000  The  former  discounter  goes 

e  advice?  Schwab  computer,  branch— and  old-fashioned  fax.  '998-99  Giant  on  the  Web.  Schwab  hits  upscaie  wifh  u  s  Trust  preaches  assef  a||oca. 

tes  Select  List,  its  top  '-8  million  online  accounts.  Full-service  firms  tjon  diversification  and  other  investing  advice, 

jal  fund  picks.  firms  P'av  catch-up  with  me-too  offerings. 


im  to  U.S.  Trust's  Dallas  branch  office. 

"At  some  point  in  time  there  will 
e  some  upwardly  mobile  young  per- 
on  in  Schwab  who  will  look  at  this 
nd  say,  'I'm  better  off  if  I  refer  [an  in- 
estor]  to  an  in-house  money  manager 
lan  to  an  outside  investment  man- 
ger,'" Lathrop  says.  "I'll  never  know, 
ecause  I  will  never  see  that  $6.3  mil- 
on  account." 

Says  Ryan  Tagal,  an  analyst  at  con- 
stants Cerulli  Associates,  "Ultimately 
ley  want  those  assets  on  their  books, 
hey' re  not  going  to  tell  you  that." 

Thomas  Grzymala  of  Alexandria  Fi- 
ancial  Associates  Ltd.  in  Alexandria, 
a.  isn't  waiting  to  find  out.  He  houses 
70  million  of  his  firm's  assets  at 
chwab.  But  since  April  he's  directed 


the  $8  million  he's  received  in  new  cus- 
tomer accounts  to  TD  Waterhouse,  de- 
spite high  praise  for  Schwab's  back- 
office  skills  and  technology.  "Schwab 
changed  its  game  plan,  so  I  changed 
mine,  too,"  he  says.  "I  am  not  going  to 
feed  the  competition." 

Pottruck  disagrees. 

"We  realized  that  at  the  same  time 
we  provided  referral  services,  we  also 
needed  to  provide  more  in-house  ser- 
vices. The  two  are  not  competing,  they 
are  complementary,"  he  insists.  "Our 
employees  can  refer  to  U.S.  Trust  or 
outside.  They  don't  get  paid  any  differ- 
ently. There's  no  incentive,  not  even  a 
wink  of  the  eye." 

Schwab  and  Pottruck  are  as  confi- 
dent as  ever  that  they  can  pull  off  the 


delicate  balancing  act.  Executives 
point  to  crosstown  corporate  neigh- 
bor the  Gap  as  the  prototype  of  how 
to  manage  different  constituencies  by 
creating  separate  brands — discounter 
Old  Navy,  middle-market  Gap  and 
upscale  Banana  Republic.  Schwab  has 
the  recently  acquired  Cybercorp  for 
low-end  day  trading,  Schwab  for 
the  masses  and  U.S.  Trust  for  the 
upper  crust. 

The  full-cost  brokerage  firms  used 
to  dismiss  Charles  Schwab  as  a  bargain- 
rack  discounter  they  did  not  need  to 
compete  with.  But  if  he  can  pull  off  this 
latest  redefinition  of  his  company,  he 
will  become  a  devastating  threat  to 
them  and  their  2%  wrap  accounts  and 
$3  million  analysts.  F 


}eople  in  Glass  Houses 

Charles  Schwab  had  a  dilemma.  With  his  holier-than- 
thou  stance  against  underwriting  and  stock  brokerage 
under  one  roof,  his  customers  were  getting  shut  out  of 
the  new-issue  deals  offered  by  the  full-service  firms.  So  last 
year,  Co-Chief  Executive  Officer  David  Pottruck  created  a  pre- 
sumptively independent  investment  bank  to  underwrite  stocks. 

Taking  an  11%  stake  for  itself  in  the  upstart  firm,  Epoch 
Partners,  Schwab  rounded  up  such  partners  as  Ameritrade,  TD 
Waterhouse  and  venture  capitalists  Kleiner  Perkins  Caufield  & 
Byers.  Instead  of  a  retail  sales  force,  Epoch  uses  the  Internet. 

Pottruck  insists  the  relationship  between  Epoch  and 
Schwab  is  at  arm's  length.  "We  don't  own  it.  It's  not  ours.  Their 
research  is  their  research.  It's  not  our  research,"  he  contends. 

But  for  a  firm  that  holds  itself  above  the  full-service  bro- 
kers, even  the  appearance  of  a  conflict  shows  the  perils 
Schwab  faces  as  it  tries  to  expand  its  offerings.  Consider 
Equinix,  a  Redwood  City,  Calif.  Internet-infrastructure  outfit 


taken  public  in  a  $240  million  offering  comanaged  by  Epoch. 

"We  believe  that  EQIX  stock  has  significant  appreciation  op- 
portunity," raved  a  recent  33-page  research  report  from  Epoch. 
One  reason  for  the  recommendation  is  Equinix's  marquee  cus- 
tomers. Among  them:  Charles  Schwab  (and  Forbes.com), 
whose  customers'  shares  in  Equinix  would  presumably  benefit 
from  increased  sales  at  the  company. 

Epoch  Chief  Executive  Officer  Scott  Ryles,  formerly  head 
of  technology  investment  banking  at  Merrill  Lynch,  says 
Schwab's  role  as  a  part-owner  of  Epoch  isn't  material  to  its  re- 
port on  Equinix  and  that  a  "Chinese  wall"  exists  with  Schwab. 

This  isn't  the  first  time  Schwab  has  wandered  into  an  ethi- 
cal gray  area.  The  company's  clearing  unit  is  one  of  many  firms 
that  pay  other  brokers  for  their  retail  investor-order  flow 
(FORBES  Dec.  II,  2000),  a  controversial  practice.  Schwab  once 
tried  to  stop  the  payments,  only  to  start  again  after  several  re- 
tail brokerages  took  their  business  elsewhere.  —J.G. 
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These  corporate  titans  offer  the  best  mix  of  growth  and  profitability 


THE  400 
BEST  BIG 
COMPANIES 
IN  AMERICA 


BY  BRIAN  ZAJAC 

IBM  and  Hewlett-Packard  are 
big,  important  U.S.  companies, 
but  they  didn't  make  this  year's 
Platinum  400  List.  Though  IBM 
has  a  five-year  average  return  on 
capital  of  20%,  we  deemed  Sun  Mi- 
crosystems, Dell  Computer  and  Intel 
more  worthy. 

To  make  the  Platinum  400,  a  com- 
pany must  be  an  industry  leader  in 
long-term  and  short-term  return  on 
capital,  growth  in  both  sales  and  earn- 
ings and  in  still  other  financial  metrics. 
And,  in  short,  24  rivals  in  the  computer 
industry  stack  up  better  than  IBM. 

But  it  takes  more  than  mere  met- 
rics to  join  the  Forbes  Platinum  400. 
The  companies  listed  here  share  some 
personality  traits  that  serve  them 
well — an  innate  ability  to  adapt  to 
change;  a  hunger  to  innovate  and  go 
against  the  grain;  resiliency  in  a  down 
industry  and  amid  doubts  on  Wall 
Street;  and  a  relentless  will  to  be 
miserly  even  in  boom  times. 

At  family-run  Wrigley  a  fourth- 
generation  scion  is  imposing  some  of 
the  first  big  changes  in  the  gum 
maker's  109-year  history  (p.  138).  Ora- 
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cle,  the  database  giant,  is  trying  to 
change  its  entire  business  from  straight 
sales  to  services  that  can  be  sold  over 
the  Web  (p.  120).  Robert  Half  Interna- 
tional, the  job-placement  firm,  is  turn- 
ing its  focus  inside  out,  from  signing 
up  more  accounts  to  signing  up  more 
candidates  (p.  106). 

Innovation  might  seem  an  unlikely 
event  at  Polaris  Industries — it  makes 
snowmobiles.  Yet  it  has  grabbed  the 
number  two  share  in  an  entirely  sepa- 
rate business,  all-terrain  vehicles,  by 
selling  them  as  a  tool  for  farmers 
(p.  124).  Lennar  Corp.  innovates  in  a 
different  way,  betting  hundreds  of  mil- 
lions of  dollars  on  real  estate  in  de- 
pressed local  areas,  from  oil-glutted 
Texas  after  the  1980s  energy  bust  to  the 
collapsing  California  market  in  the 
mid-1990s  (p.  122). 

Dow  Chemical  manages  to  thrive, 
even  though  the  chemical  industry  is 
in  the  doldrums  and  Wall  Street 
has  lopped  28%  off  Dow's  market 
value  in  a  year  (p.  114).  In  steel,  Com- 
mercial Metals  Co.  (p.  148)  hums 
along  in  a  depression-prone  business 
by  competing  in  so  many  sectors 
that  weakness  in  one  is  offset  by 


strength  in  another. 

CMC  also  keeps  a  hard  eye  on  cos 
as  do  many  firms  that  grace  the  PI; 
inum  List.  At  Sealed  Air  Corp.,  the  sh 
that  gave  us  bubble  wrap,  the  compa 
brass  redecorated  headquarters  in  19' 
getting  rid  of  trappings  that  dated  ba 
to  the  mid-1970s  (p.  140).  And  the  ap 
named  Dollar  Tree  (p.  152)  stays  sli 
by  scrimping  where  few  other  retail* 
would  dare:  It  spends  only  one-tenth 
1%  of  sales  on  advertising. 

The  year  ahead  could  be  hellish  as  t 
stock  market  flirts  with  ennui,  consun 
confidence  weakens  and  the  econoi 
slows  at  a  fretful  pace.  And  that's  just  fu 
Hard  times  can  separate  good  compan 
from  the  great  ones. 


)  something  more:  an  ability  to  adapt,  innovate  and  pinch  pennies. 
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ROBERT  HALF:  Everyone  Need  Apply 
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JLG  INDUSTRIES:  Need  a  Lift? 
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DOW  CHEMICAL:  Weathering  the  Storm  114 
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SOLECTRON:  Delivery  Boys 
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Each  year  our  search  for  the  Platinum  400  starts  with  a  universe  of  1,300  U.S.  and  over- 
seas companies  with  at  least  $1  billion  in  annual  sales.  We  sift  through  the  Market  Guide 
database  and  eliminate  companies  with  negative  book  values  or  poor  profit  histories. 

We  separate  our  universe  into  23  broad  industry  groups.  Then  we  rank  them  by  six 
growth  and  profitability  measures.  The  top  40%  in  each  segment— roughly  500  compa- 
nies—are semifinalists.  If  a  hot  business  such  as  software  has  a  thicket  of  exceptional 
performers,  we  include  more  of  those  firms  and  cut  back  in  less  dynamic  groups,  such 
as  utilities. 

Then  our  editors  pore  over  the  whole  thing  to  cut  out  statistical  aberrations  and  ad- 
just for  anomalies.  Long-term  earnings  forecasts  from  IBES  International  help  us  select 
the  final  400  companies.  So  how  did  last  year's  Platinum  400  list  fare  on  Wall  Street?  Not 
badly  compared  with  the  overall  market.  The  members  of  our  Jan.  10,  2000  Platinum  400 
had  a  median  gain  of  4%  versus  a  decline  of  4%  in  the  S&P  500. 

Additional  information  on  the  Forbes  Platinum  400,  including  Forbes'  definition  of  terms, 
stock  performance  and  other  highlights,  can  be  found  at  www.forbes.com/platinum400. 
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Aerospace  &  Defense  Merger  mania,  boosted  by  GE's 
proposed  buy  of  Honeywell,  is  coinciding  with  better-than-expecte 
orders— and  is  being  spurred  by  weak  stock  prices. 


No  more  tires: 
BFGoodrich's 
David  Burner 
(right)  and  head 
of  aerospace 
Marshall  Larsen 
use  aerospace 
technology  to 
expanc 


BFGOODRICH  CO.  ► 


FRONT  BURNER 


BY  HOWARD  BANKS 

Say  BFGoodrich  Co.  and  most 
people  think  tires  or,  maybe,  if 
they  are  a  little  more  up  to  date, 
chemicals.  Yet  the  company  sold  its  last 
tire  operation  in  1989  and  in  late  No- 
vember agreed  to  sell  its  last  specialty- 
chemicals  operation  for  a  net  $1  billion 
cash  to  a  group  led  by  AEA  Investors. 
Today  this  130-year-old  company  is 
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almost  entirely  an  aerospace  and  de- 
fense supplier,  at  a  time  when  that  sec- 
tor is  aswirl  in  merger-and-acquisition 
turmoil.  BFGoodrich's  healthy  balance 
sheet  might  make  it  a  target.  Before  the 
cash  from  the  chemicals  sale  is  banked, 
BFGoodrich  will  have  interest-bearing 
debt  of  $2.2  billion,  only  about  double 
estimated  2000  operating  income  (net 
before  depreciation,  interest  and  taxes). 


Some  of  the  cash  will  be  used  to  bi 
back  shares,  some  to  buy  companii 
and  the  rest  to  pay  down  debt.  Chi 
Executive  David  L.  Burner  wants  to  t 
a  buyer,  not  a  seller.  Having  expande 
BFGoodrich's  aerospace  operatio 
from  $225  million  in  1985  to  $4  billio 
now,  he's  thinking  about  $10  billion  t 
$15  billion  in  overall  sales  in  200! 
most  but  not  all  from  aerospace.  He  ai 
ready  has  $700  million  in  sales  froi 
industrial  products,  mostly  comprej 
sors  and  seals,  and  is  interested  in  an)) 
thing  industrial  with  an  after-sales  el^ 
ment  in  spare  parts  and  service. 


I  hit  hUKbtS  HLAMNUM  LI o  I      MUfUSpace  66  UUIUllbt! 

Industry  BUZZ 


One  way  to  expand:  Take  advantage 
of  the  fact  that  BFGoodrich  has  aero- 
space technology  that  can  be  used  out- 
side aerospace.  Example:  In  1993  the 
company  acquired  a  sensor  maker  from 
Emerson  Electric.  "One  of  the  best 
deals  we  ever  did,"  Burner  says.  In  1999 
it  added  a  small  maker  of  MEMS  (mi- 
croelectronic machines  on  a  chip).  Now 
BFGoodrich  is  adding  MEMS  to  pres- 
sure sensors  in  jet  engine  controls  and 
also  to  trigger  a  new  form  of  air  bag  for 
use  in  airliners. 

These  air  bags  are  compact  enough 
to  be  attached  to  a  seat  belt  rather  than, 
in  airliner  use,  being  built  into  the  seat- 
back  in  front.  The  same  layout,  Burner 
says,  could  also  be  used  in  cars,  since 
the  inflation  of  a  bag  attached  to  a  seat 
belt  needs  to  be  less  violent  to  get  the 
same  protection  than  one  coming  from 
the  dashboard,  and  so  is  less  dangerous 
for  kids  and  small  adults.  "We  are  look- 
ing at  doing  the  automotive  application 
as  a  partnership,  rather  than  in-house, 
to  best  capitalize  our  technology," 
Burner  says. 

In  aerospace  do  not  expect  giant  ac- 
quisitions by  BFGoodrich.  "Mergers  of 
equals  are  fun  to  talk  about,  but  rarely 
make  much  sense,"  says  Burner.  In- 
stead, he  will  mostly  continue  to  pick 
niche  operations  that  fit  into,  or  add  to, 
existing  operations.  He  made  a  dozen, 
mostly  small,  acquisitions  in  2000;  the 
largest  was  a  space-optical  operation 
bought  from  Raytheon  for  $160  mil- 
lion. A  possible  bigger  buy  is  Rockwell 
Collins'  $2.4  billion  avionics  division, 
which  has  just  been  put  on  the  block. 
Burner  already  has  a  joint-development 


deal  with  this  division. 

'  "We  use  a  rifle  to  pick  our  targets, 
and  then  build  on  them,"  he  says.  Case 
in  point:  In  1993  he  acquired  Cleveland 
Pneumatic,  which  makes  landing  gear, 
to  complement  the  company's  existing 
aircraft  wheels  and  brakes  operation. 
"Analysts  inevitably  said  we  paid  too 
much,  but  we  put  it  all  together  in  Seat- 
tle, assembling  undercarriages  and  de- 
livering them  as  complete  items  to  Boe- 
ing with  tremendous  cost  savings  for  us 
both,"  Burner  says.  It's  a  similar  story 
with  the  1997  acquisition  of  Rohr, 
which  makes  engine  nacelles  and  py- 
lons for  airliners.  Now  BFGoodrich 
workers  in  Toulouse,  France  put  to- 
gether the  pylon  and  thrust  reverser 
package  for  all  Airbus  Industrie  planes 
and  also  mount  the  engines. 

The  Raytheon  space-optics  pur- 
chase raised  eyebrows  on  Wall  Street. 
Just  watch,  says  Burner.  Space  was  just 
$5  million  in  sales  for  BFGoodrich  in 
1997.  Five  key  acquisitions  later,  space 
sales  are  $250  million,  and  growing 
now  that  the  company  has  technology 
to  provide  sun  and  star  sensors  to  ori- 
ent satellites.  The  optical  technology 
will  be  used  in  other  sensors,  and  com- 
bined with  MEMS  systems  for  use  out- 
side space  applications. 

The  history  of  this  company  has 
often  been  one  of  innovating  but  fail- 
ing to  cash  in  on  innovation,  says 
Burner.  "We  invented  the  tubeless  tire 
and  the  radial  tire.  We  invented 
polyvinyl  chloride.  But  we  were  never 
successful  in  turning  any  of  it  into 
market  leadership."  That,  he  says,  is 
about  to  change.  F 


>  Despite  better  financial  perfor- 
mances, two  of  the  major  merged 
companies— Lockheed  Martin 

and  Raytheon— did  not  make  it  onto 
Forbes'  Platinum  List, 
s*  Strong  airliner  demand  boosted  in- 
dustry new  orders  by  21%  in  2000, 
while  overall  deliveries  fell  by  4%. 
Fighters  and  bombers  were  the  weak- 
est spot,  down  by  8%  to  $33  billion. 
*■  State  Department  blocks  on  export 
licenses  slashed  new  civil  space  ex- 
port orders  again  last  year  by  59%  to 
just  $170  million.  That's  down  from 
$670  million  in  1998. 

>  Aerospace  jobs,  mostly  white  collar, 
were  cut  in  2000  to  793,000.  That's 
back  to  1996  levels  and  reverses  three 
years  of  modest  job  growth. 

*>  Business-jet  sales,  as  well  as  sales 
of  other  private  planes  and  heli- 
copters, were  up  for  the  eighth  year  in 
a  row,  boosting  revenues  by  almost 
20%  to  $8.2  billion. 

>  The  industry  is  hopping  with  specu- 
lation about  Vice  President-elect 
Richard  B.  Cheney's  potential  impact. 
General  assumption:  He'll  be  tough  on 
new  big-dollar  programs  such  as  the 
joint  strike  fighter.  When  at  Defense, 
he  ended  B-2  production  early  and 
canceled  the  A-12  Navy  fighter. 
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5-year 
average 
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Altiant  Techsystems 

18.4 

19.8 

3.7 

-0.6 

18.01 

-0.3 

1,094 

65 

15.9 

5.9 

61.9 

Boeing 

8.3 

14.9 

28.4 

-13.5 

NA 

17.0 

51,828 

2,309 

9.1 

4.5 

36.5 

General  Dynamics 

21.8 

26.0 

22.0 

32.8 

14.5 

5.8 

10,320 

880 

14.8 

8.5 

 1 

6.6 

General  Electric 

12.3 

12.7 

13.1 

18.9 

17.1 

18.1 

127,727 

12,239 

25.2 

9.6 

58.8 

BF  Goodrich 

10.7 

12.5 

15.8 

4.7 

NM 

69.6 

5,468 

314 

18.5 

5.7 

45.6 

Litton  Industries 

11.9 

12.7 

10.6 

15.8 

6.3 

86.0 

5,588 

221 

12.0 

4.0 

42.2 

Northrop  Grumman 

9.9 

13.7 

7.1 

-12.5 

NA 

79.7 

7,895 

621 

18.8 

7.9 

27.8 

Precision  Castparts 

12.7 

8.2 

32.8 

42.4 

22.0 

-2.0 

2,073 

99 

16.5 

4.8 

51.3 

United  Technologies 

21.0 

14.9 

3.4 

7.8 

21.9 

-20.0 

26,333 

1.438 

13.1 

5.5 

27.5 

'Four-year  average.  NA:  Not  available.  NM:  Not  meaningful.  For  further  explanation,  see  page  96.  Sources:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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msclwnet/ShallWeDance? 

To  grow  in  tomorrow's  e.conomy,  you  may 
have  to  find  some  new  partners. 

Building  greater  shareholder  value  in  the  growing  e.conomy 
may  call  for  learning  some  new  steps. 

Like  creating  virtual  networks.  Partnering  with  tech  companies. 
Setting  up  joint  ventures  with  your  suppliers  and  customers.  Even 
forming  alliances  with  your  competitors. 

That's  where  the  footwork  gets  a  little  complicated. 

Competitors  may  already  be  talking.  Technology  suppliers 
are  limited.  And  speed  is  critical. 

We'll  connect  you  to  all  the  people,  services  and  technology 
you'll  need  going  forward. 

Because  for  any  company  this  is  absolutely  not  the  time  to 
be  a  wallflower. 

Network  the  world 

Morgan  Stanley  Dean  Witter 

Institutional  Securities  &  Investment  Banking 


marketplaces 


HAT  A  GREAT  LOCATIO 


■ 


Introducing  the  e-marketplace  alliance:  IBM,  i2  and  Ariba.  Three 


5  R  A 


■  ■,.  XX  ■"'  '.- 


t  names  in  e-business  working  together  to  help  make  your  business 
;fficiently  —  whether  you  buy  or  sell  ships,  sleds  or  seafood.  It's  b2b*3. 


www.ibm-i2-ariba.com  or  call  877  426  2676;  priority  code:  emarketl 


ibm 
i2 

ariba 
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Banking  Profit  growth. last  year  was  4%,  down  from  16%  in  1999. 
Only  1%  of  online  customers  consider  the  Net  their  main  way  to  bank. 


FIFTH  THIRD  BANCORP  ► 

THE  SUPERMARKET  SELL 


BY  ROB  WHERRY 

If  George  Schaefer  Jr.  has  his  way, 
you'll  find  your  next  home  mort- 
gage tucked  between  the  frozen 
foods  and  the  checkout  counter.  The 
hard-charging  chief  of  Fifth  Third  Ban- 
corp has  built  a  $1  billion  retail  opera- 
tion on  a  1,000-strong  sales  force  that 
pounds  grocery  aisles,  buttonholing 


BUZZ 


With  the  economy  slowing,  investors 
should  focus  on  stocks  of  regional  banks 
with  favorable  credit  quality,  like  Riggs, 
BB&T  or  National  Commerce. 

Also  look  for  banks  with  strong  de- 
posits—a cheap  way  to  raise  cash  if  inter- 
est rates  aren't  trimmed.  Fifty  percent  of 
Silicon  Valley  Bancshares  deposits,  for 
example,  are  non-interest-bearing.  Its 
cost  of  funds  is  1%,  compared  with  the  3% 
industry  average. 

Expect  more  mergers  this  year.  Though 
most  of  the  megadeals  like  Chase/J.P. 
Morgan  are  probably  done,  look  for  small- 
and  midcap  banks  with  assets  of  $1  billion 
to  $15  billion  to  be  takeover  targets  for 
superregionals. 

Bankruptcy  blues:  Americans  are  going 
belly-up  at  the  rate  of  320,000  a  quarter.  If 
that  number  increases,  expect  some  banks 
to  write  off  more  bad  loans.  Bank  loss  pro- 
visions, a  hedge  on  the  balance  sheet  for 
bad  loans,  were  already  up  25%  last  year. 
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shoppers  and  pitching  financial  services 
as  if  they  were  free  samples.  "It's  just  like 
the  guy  with  the  free  piece  of  pizza  with 
a  toothpick  in  it,"  explains  Schaefer,  55. 

Shoppers  are  eating  up  Schaefer's 
samples.  Retail  sales — which  include  su- 
permarket-generated revenues — are  up 
120%  since  1995,  to  $1  billion,  or  one 
quarter  of  the  latest  12-month  sales  of 


$4.1  billion.  Fifth  Third  branches  no\ 
operate  in  120  supermarkets  throughou 
the  Midwest.  That's  consistent  with  ou 
prediction,  in  last  year's  Platinum  lisl 
that  banks  selling  to  and  servicing  reta 
customers  would  be  big  winners  in  200( 
Cincinnati-based  Fifth  Third's  op 
erating  earnings  rose  17%  in  2000,  fa 
better  than  the  10%  growth  rate  for  th 


Tuna,  milk,  OJ, 
cash:  Fifth  Third's 
George  Schaefer 
sets  up  retail 
banks  in 
supermarkets. 
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dustry  overall  and  the  bank's  26th 
'aight  year  of  earnings  increases.  This 

a  year  when  regional  banks  were 
pposed  to  be  prime  targets  for  larger 
les  looking  to  capitalize  on  pooling- 
counting  rules  due  to  expire  at  the 
>d  of  2000,  although  in  December 
at  change  was  tabled.  (Fifth  Third's 
Enonal  roots  in  a  century-old  merger 
tween  two  Ohio  banks — Fifth  Na- 
>nal  and  Third  National — explain  the 
mpany's  cumbersome  name.) 

Schaefer  isn't  waiting  for  someone  to 
lock  on  his  door  with  an  offer.  In  No- 
mber  he  shelled  out  $5  billion  for  Old 
:nt  Financial  in  Grand  Rapids,  Mich., 
retail  bank  with  1  million  customers 
id  300  branch  offices.  When  the  deal 
)ses  in  the  second  quarter  of  this  year, 
e  combined  company  will  have  $69 
Qion  in  assets,  $44  billion  in  deposits 
id  1,000  banking  locations,  ranking  it 
nong  the  top  five  banks  in  Illinois, 
hio,  Kentucky,  Michigan  and  Indiana. 

Fifth  Third  has  some  advantages 
fer  the  competition.  Its  credit  quality 
is  remained  strong,  with  underper- 
rming  assets  at  only  0.26%  of  overall 
sets,  or  about  one-third  the  industry 


average.  Another  down-market  hedge  is 
its  efficiency  ratio  (expenses  divided  by 
revenues),  which  hovers  near  43%,  well 
below  the  industry  average  of  56%. 

Fifth  Third's  biggest  asset  may  be 
its  sales  force.  Seventeen  affiliate  re- 
gional chief  executives  get  their  own 
separate  P&L  statements  and  set  of 
goals  for  the  year.  Hitting  those  bench- 
marks means  stock  options  and 
bonuses  that  could  exceed  25%  to  35% 
of  their  salaries. 

The  incentive  plan  trickles  down  to 
every  employee.  A  secretary  who  suc- 
cessfully refers  a  new  home  mortgage 
customer  gets  a  $100  bonus.  Supermar- 
ket floor  workers  can  earn  as  much  as 
35%  above  their  quarterly  salary.  By  the 
end  of  2000  those  employees,  plus  others 
at  traditional  banking  branches,  will  have 
persuaded  410,000  people  to  open  new 
checking  accounts,  increasing  balances 
by  594%.  They  also  will  have  originated 
$5  billion  in  home-equity  mortgages,  a 
22%  increase  over  the  previous  year. 

Besides  pushing  product  on  the  su- 
permarket floor,  Fifth  Third  makes  out 
at  the  cash  register.  A  subsidiary  called 
Midwest  Payment  Systems  processes 


more  than  5  billion  electronic-payment 
transactions  a  year  at  places  like  Kroger, 
Barnes  &  Noble  and  Macy's.  This  busi- 
ness could  come  in  at  $250  million  for 
2000,  up  25%  from  1999. 

Fifth  Third  also  does  highbrow  in- 
vestment advising,  which  should  chip 
in  more  than  $230  million  in  the  year 
just  ended.  A  family  of  16  mutual  funds 
is  performing  well.  Schaefer  rounds  out 
his  business  with  commercial  banking, 
which  racked  up  $500  million  in  1999 
by  offering  equipment  loans,  land 
leases  and  lines  of  credit. 

The  next  challenge:  introducing 
Fifth  Third's  aggressive  style  to  Old 
Kent.  Analysts  worry  Old  Kent  could 
break  Fifth  Third's  26-year  earnings 
record.  The  first  priority  for  Schaefer,  a 
plainspoken  West  Point  grad  and  Viet- 
nam vet,  will  be  to  increase  Old  Kent's 
10%  growth  rate.  He  has  pulled  it  off 
before.  His  $2.4  billion  acquisition  of 
Indianapolis-based  CNB  Bancshares  in 
1999  is  one  example.  He  won't  pass  up 
other  opportunities  to  grow. 

"This  business  is  like  playing 
poker,"  he  says.  "You  have  to  ante  up  or 
get  out  of  the  game."  F 
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Business  Services  Outsourcing  should  post  a  15%  growth  rate  t 


Wall  Street  can  get 
spoiled.  When 
Robert  Half  In- 
ternational had  a  hard  time 
placing  job  candidates  last 
year  as  unemployment  hit 
record  lows,  it  still  man- 
aged to  turn  in  16%  rev- 
enue growth  and  a  7%  rise 
in  profit.  Yet  investors,  ac- 
customed to  38%  annual 
growth  since  1994,  lopped 
50%  off  Half  s  stock  price. 

Harold  M.  (Max)  Mess- 
mer  Jr.  was  stung.  Chief  ex- 
ecutive of  the  bellwether 
job-placement  firm  since 
1987,  he  had  always  viewed 
the  ability  to  fill  a  vacant 
job  as  "the  surest  sign  of  in- 
telligence." He  even  wrote 
a  book:  Job  Hunting  for 
Dummies. 

"We  were  too  slow  to  see 
it  coming,"  he  says  of  the 
tight  job  market.  "It  was  em- 
barrassing to  tell  [clients]  we 
had  no  one  to  fill  their 
empty  spots." 

He  took  Wall  Street's 
snub  personally  and  set  out 
to  make  things  right.  In  the 
past  year  he  has  realigned 
the  52-year-old  company, 
switching  its  focus  from 
signing  up  new  corporate 
accounts  to  seeking  out  job 
candidates  instead.  Wall 
Street  is  appeased:  The  stock 
is  up  nearly  threefold  from 
1999's  plummet. 

Half  specializes  in  plac- 
ing one  or  two  temporary 
accountants,  say,  or  full-time 
financial  officers  in  small 
and  midsize  businesses, 
often  at  six-figure  annual  salaries.  This 
adds  up  when  you  work  for  100,000 
businesses  and  take  a  35%  commission. 
In  1999  Half  placed  more  than  200,000 
candidates.  Total  revenue  is  expected  to 
hit  $2.7  billion  for  2000,  up  30%  from 


Help  wanted: 
Max  Messmer 
was  floored  by 
a  booming 
economy.  Then 
he  raised 
recruiting 
to  new  levels. 


1999.  Earnings  should  rise  32%  to  $187 
million,  says  Andrew  Steinerman,  man- 
aging director  of  Bear  Stearns. 

When  the  economy  roars  and  labor 
is  in  short  supply,  companies  need  the 
services  of  Robert  Half  even  more — 


and  filling  that  demand  is  all  the  mori 
difficult.  To  meet  it,  Messmer  addei 
400  new  recruiters  to  the  company' 
existing  6,000.  He  began  paying  his  re) 
cruiters  cash  incentives  for  new  hire 
for  the  first  time  in  the  company's  his 


106 


FORBES 


January  8,  2001 


r,  in  line  with  a  16%  gain  last  year.  Global  firms  will  benefit  the  most. 


iry.  Now  up  to  one-third  of  a  re- 
uiter's  bonus  is  based  on  how  many 
mdidates  he  or  she  signs  up. 

The  firm  also  revamped  its  $60 
illion  annual  marketing  budget,  de- 
)ting  $40  million  of  it  to  wooing  job 
ndidates  and  the  remainder  to  coax- 
g  corporate  clients;  the  ratio  used  to 
I  reversed. 

Messmer  also  started  posting  jobs 
1  Monster.com,  the  online  career  site, 
le  Web  is  now  Half  s  number  one 
iurce  of  candidates.  Spending  $44 
illion  on  new  technology,  the  firm 
>w  equips  every  employee  with  a  new 
imputer  with  Web  access.  Internal 
;tworking  was  jazzed  up  to  let  a  re- 
uiter  in  Boston  share  candidate  infor- 
ation  with  a  colleague  in  San  Fran- 
sco.  Messmer  also  set  up  Web  sites  for 
ch  of  his  seven  divisions.  Temps  can 
>w  check  their  payroll  accounts  and 
arch  for  jobs  online. 

Half  also  has  moved  beyond  its 
re  business  of  placing  accountants 
id  now  hunts  for  marketing  types 
id  Web-design  experts  through  a  new 
vision,  Creative  Group.  Today  half  of 
tal  revenue  comes  from  divisions 
at  didn't  exist  in  the  early  1990s. 


To  hold  on  to  his  own  employees, 
Messmer  rejiggered  stock-option  plans, 
reducing  employees'  vesting  period 
from  four  years  to  just  two.  "In  Silicon 
Valley  they  warn  dot-commers  not  to 
let  their  employees  go  out  to  lunch, 
they  may  not  come  back.  I  thought  it 
was  better  to  avoid  turnover  than  react 
to  it  later,"  he  says. 

The  fast-track  makeover  seems  to 
be  working.  lob  placements  are  up 
26%.  In  the  first  three  quarters  of  2000 

IndustryBUZZ 


revenues  jumped  32%  and  profits  were 
up  33%  from  the  previous  year. 

If  the  economy  weakens,  as  many 
predict,  Robert  Half  could  reap  some 
rewards  as  the  supply  of  candidates 
goes  up.  But  it's  a  precarious  balance. 
Unemployment  is  good  for  Half  as 
long  as  there  are  jobs  to  be  filled.  Mess- 
mer is  unfazed:  "There's  pent-up  de- 
mand for  labor,  so  it  would  take  a  real 
slowdown  before  we'd  begin  to  feel  the 
pressure."  W 
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Over  the  past  ten  years  the  domestic  "flexible  staffing" 
market  has  grown  to  $90  billion  from  $20  billion.  A  wave  of 
retiring  baby  boomers  over  the  next  few  years  will  keep 
staffing  firms  busy  filling  those  empty  spots. 

Manpower  has  77%  of  its  revenue  coming  from  abroad. 
But  a  weak  euro  hurt  earnings  and  Manpower's  stock, 
which  is  trading  at  a  32%  discount  to  Melville,  N.Y.-based 
rival  Adecco. 

►  IT  services  firms  like  Kforce  and  Metro  Information  Ser- 
vices are  creeping  back  from  last  year's  slump  after  Y2K  panic  faded.  But  "it's  not  going 
to  come  soaring  back,"  says  analyst  Judith  Scott  of  R.W.  Baird  &  Co. 

Hot  new  sector:  customer  care  "providers"  like  Convergys  and  EDS,  which  handle  call 
centers,  e-mail,  promotions  and  newsletters. 

Merck-Medco,  Express  Scripts,  AdvancePCS  and  Caremark  Rx  are  emerging  as  the 
dominant  players  in  the  pharmacy  benefit  management  sector. 
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Business  Supplies  Big  players  in  this  sector  continue  to  gain 

market  share.  Look  for  moderate  growth  and  solid  profits  this  year. 


diebold  ► 


GOT  CASH? 


BY  ASHLEA  EBELING 

Florida,  meet  Brazil.  Brazil's  re- 
cent local  elections  went  very 
smoothly  nationwide,  thanks  to 
a  voting  machine  made  by  a  sub- 
sidiary of  Diebold,  the  North  Canton, 
Ohio-based  maker  of  automated  teller 
machines. 

The  country's  100  million  voters — 
one-fifth  of  them  illiterate — used  the 
portable  device,  which  weighs  17 
pounds  and  works  like  a  mini-ATM. 
Voters  punch  in  a  number  on  a  keypad, 
bringing  up  a  candidate's  photo,  and 
press  a  green  button  to  confirm  the 
vote  or  a  red  button  to  correct  it.  No 
butterfly  confusion. 

"People  have  been  talking  about  fu- 
turistic ATMs  for  a  long  time," 
says  Diebold's  chief  executive,  Walden 
O'Dell.  "The  future  is  happening  now." 

O'Dell  is  pressing  on  worldwide, 
hoping  to  cash  in  on  ATMs  that  do  a  lot 
more  than  dispense  cash.  In  Buenos 
Aires  taxpayers  file  their  returns  at 
Diebold  machines.  In  Taipei  com- 
muters can  get  bus  tickets  and  coffee 
coupons  along  with  cash  at  ATMs  oper- 
ated by  the  country's  largest  private 

IndustryBUZZ 


commercial  bank,  Chinatrust  Com- 
mercial Bank.  O'Dell  hopes  India  and 
China  will  replicate  the  explosive 
growth  of  ATMs  in  the  U.S.  in  the  1970s 
and  1980s.  And  in  the  U.S.  he  has  to 
persuade  banks  to  upgrade  old  ma- 
chines for  Internet  access  and  convince 
retail  outlets  to  buy  ATMs. 

Founded  in  1859  as  a  bank  vault 
manufacturer,  Diebold  began  to  make 
ATMs  in  the  late  1960s.  From  1973  to 
1997  the  number  of  ATMs  in  the  U.S. 
exploded  from  2,000  to  165,000.  Then 
sales  of  new  full-service  machines  sud- 
denly slowed,  due  in  part  to  looming 
bank  mergers. 

Diebold's  former  chief  executive, 
Robert  Mahoney,  an  18-year  company 
veteran  who  was  nearing  retirement, 
came  up  with  a  plan:  Push  into  foreign 
markets  and  harp  on  servicing  and  up- 
grading old  machines  at  home. 

One  of  Mahoney's  first  moves  was 
to  end  an  international  distribution 
agreement  with  IBM  and  start  Diebold's 
own  distribution  network.  In  1999 
Diebold  bought  a  Brazilian  ATM  maker, 
Procomp,  for  $225  million  in  cash  and 
stock.  It  paid  off  quickly.  The  $106  mil- 


lion contract  to  supply  voting  machines 
for  the  Brazilian  government  was 
Diebold's  largest  order  ever. 

In  November  1999  O'Dell  came 
aboard  as  chief  executive  and  acceler- 
ated Mahoney's  international  push 
O'Dell  had  spent  33  years  at  Emerson) 
Electric  Co.,  the  St.  Louis,  Mo.  electri- 
cal-equipment maker,  where  he  ran 
overseas  operations. 

At  Diebold  he  made 
his  first  big  buy  last 
April,  acquiring  the  ATM 
assets  of  Amsterdam- 
based  Getronics  NV  and 
Paris-based  Groupe 
Bull,  for  a  total  of  $160 
million  in  cash.  The 
deals  added  $300  mil- 
lion in  European  sales. 
"You  can  count  on  the 
industry  continuing  to 
consolidate  and  Diebold 
being  the  consolidator," 
he  says. 

The  ATM  business 
drives  80%  of  Diebold's 
total  revenue.  In  1999 
the  company  earned 
$129  million  (up  70% 
from  a  year  earlier)  on 
$1.3  billion  in  sales  (up 
6%).  For  the  nine 
months  ended  Sept.  30 


►  Office  furniture  sales  rebounded  last  year  after  a  disap- 
pointing 1999.  Sales  of  Herman  Miller  and  HON  Industries 
were  up  more  than  10%.  Look  for  high  single-digit  growth 
for  these  two  outfits  this  year,  versus  6%  for 
the  industry  as  a  whole,  says  Philip  Muldoon 
an  analyst  with  McDonald  Investments. 

►  The  Web  is  making  it  easier  for  smaller 
manufacturers  to  introduce  and  distribute 
new  office  products  and  compete  with  old- 
line  companies  like  Avery  Oennison,  3M  and 
Mail-Well.  Pens  and  legal  pads  sell  well  over 
the  Web,  but  custom  furniture  does  not. 
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>  Hot  new  product:  multifunctional  office  machines  made 
by  Ricoh  and  Konica  that  act  as  copiers,  printers,  scanners. 

►  Office  product  dealers  like  Staples  and  Office  Depot  are 
broadening  their  product  offerings,  yet  stock- 
ing less  inventory.  That  creates  a  bigger  mar- 
ket for  wholesalers  like  United  Stationers. 
;  Entrepreneurs  and  telecommuters  are 
setting  up  home  offices  at  an  annual  growth 
rate  of  8%.  That's  good  news  for  outfits  like 
Hammermill,  Imation  and  Esselte  that  make 
things  like  blank  paper,  diskettes  and  filing 
supplies. 


110 


FORBES"  January  8,  2001 


Business 
supplies 

PROFITABILITY 

RETURN  ON  CAPITAL  % 

GROWTH 

SALES  %              EARNINGS  PER  SHARE  % 

SALES 

(Smil) 

latest 
12  mos 

NET 
INCOME 

(Smil) 

latest 
12  mos 

OPER 
MARGIN 

% 
latest 
12  mos 

PROFIT 
MARGIN 

% 
latest 
12  mos 

DEBT/ 
CAPITAL 

% 

latest 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

ivery  Dennison 

17.1 

on  r\ 
20.0 

5.1 

5.3 

<  T  o 

17.2 

40.8 

3,905 

283 

16.5 

7.3 

45.3 

liebold 

17.0 

16.2 

11.0 

34.3 

11.6 

4.3 

1,633 

138 

15.9 

8.4 

2.2 

ION  Industries 

on  i 
ZU.l 

l/.U 

18.6 

1  O  7 

13.7 

H  T  O 

17.3 

17.1 

1,987 

107 

12.8 

5.4 

25.3 

.exmark  International 

oe  c 
33.6 

41./ 

HOT 

1Z.7 

i  n  7 

10.7 

CO  fll 

58.91 

1  O  7 
16.1 

3,714 

330 

15.8 

8.9 

16.7 

Hail-Well 

11  A 

9.4 

0  D 

o.y 

JOT 

43.7 

£0.4 

OO  CI 

ZZ.6 

OO  0 

do.o 

2,226 

52 

11.0 

2.3 

65.5 

lerman  Miller 

07  O 
it. 9 

A  0  0 

1Z.1 

110 

41.0 

0  c 

1,992 

140 

15.9 

7.1 

21.3 

flinn  Mining  &  Mfg 

22.8 

24.0 

4.8 

7.3 

6.9 

22.5 

16,551 

1,900 

24.9 

11.5 

9.8 

■itney  Bowes 

15.2 

14.9 

6.2 

4.1 

10.5 

10.1 

4,572 

657 

32.7 

14.4 

42.3 

Symbol  Technologies 

17.1 

19.0 

19.8 

23.0 

25.6 

28.1 

1,347 

142 

21.7 

10.5 

18.5 

Inited  Stationers 

12.7 

15.4 

39.5 

15.0 

60.7 

28.1 

3,797 

98 

6.2 

2.6 

36.8 

-our-year  average.  For  further  explanation,  see  page  96.  Sources.  Forbes;  Market  Guide  via  FactSet  Research  Systems. 

net  income  was  $102  million  (up  9% 
from  the  year-ago  period)  on  42% 
sales  growth,  to  $1.3  billion  (reflect- 
ing acquisitions).  Over  the  past  five 
years  revenue  has  grown  an  average 
11%  annually,  but  analysts  forecast 
slov/er  growth  of  6%  to  8%  over  the 
longer  term. 

That  is  in  part  because  Diebold 
faces  a  formidable  competitor  in  Day- 
ton, Ohio-based  NCR  Corp.,  which  has 
longstanding  overseas  operations  and 
better  name  recognition.  In  the  U.S. 
Diebold  is  pushing  new  features  and 
snazzier  machines. 

In  the  past  year  Wells  Fargo  rolled 
out  300  new  Diebold  ATMs  that  have 
fast  Pentium  III  microprocessors  and 
act  more  like  personal  computers. 
MSNBC.com  headlines  run  in  ticker 
form  at  the  bottom  of  the  screen,  and 
DreamWorks  movie  trailers  play  when 
the  machines  are  idle;  Wells  Fargo  gets 
the  ad  revenue.  The  bank  plans  to  re- 
place or  upgrade  all  6,000  machines  in 
its  network  by  year-end. 

First  Union  has  teamed  up  with 
Diebold  to  offer  one  of  the  first  ATMs 
at  a  gas  station  fuel  pump.  McDon- 
ald's is  testing  30  ATMs  in  restaurants 
in  Pennsylvania  and  West  Virginia. 
Diebold  gets  a  monthly  fee  for  the 
installation  and  maintenance  of  the 
machines. 

Needless  to  say,  O'Dell  also  hopes 
the  U.S.  market  for  newfangled  voting 
machines  is  ripe  for  growth.  Perhaps 
Palm  Beach  County  is  worth  a  sales 
call.  F 
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Capital  Goods  Has  this  sector  hit  bottom?  Stock  prices  could  I 


Ready  to  rise: 
David  Black 
laid  the 
groundwork 
for  JUS; 
William  Lasky 
hopes  to  reach 
new  heights. 


JLG  INDUSTRIES 


NEED  A  LIFT 


■ 


BY  BRANDON  COPPLE 

Like  many  southern  Pennsylvani- 
ans,  Jason  Watkins  loves  to  shoot 
deer.  His  most  recent  kill:  a  four- 
point  buck  taken  before  8  a.m.  on 
Monday,  Nov.  27,  first  day  of  the  sea- 
son. Good  thing  he  bagged  it  early,  be- 
cause two  days  later  Watkins,  a  26-year- 
old  production  manager,  had  to  report 
to  work  at  the  JLG  Industries  factory  in 
Shippensburg. 

The  plant  normally  shuts  down  the 
entire  week,  but  this  year  the  company 


gave  workers  only  two  days  off  for  the 
hunt  because  of  unusually  high  de- 
mand for  JLG's  products.  Good  news 
for  the  deer — and  for  shareholders. 

JLG  makes  aerial  work  platforms — 
mobile  boom-  or  scissor-mounted 
baskets  that  let  construction  workers, 
airline  mechanics  and  others  do  their 
jobs  at  hard-to-reach  heights.  JLG 
ships  machines  to  Hollywood  for 
overhead  filming  and  to  football 
coaches  for  elevated  views  of  practice. 
Home  Depot  buys  three  electric  stock 


picking  lifts  for  each  store  it  opens. 

.  Demand  for  these  contraptions 
strong,  despite  a  slight  slowdown  i 
construction,  because  workers  increa 
ingly  prefer  them  to  ladders  or  scai 
folds,  which  aren't  as  safe,  as  mobile  < 
as  flexible  as  JLG's  machines. 

The  company  also  reaps  the  benefi 
of  consolidation  in  the  equipmen 
rental  business.  JLG  gets  45%  of  its  sal 
from  12  giant  rental  companies,  ii 
eluding  United  Rentals  and  Nation 
Rent.  The  consolidation  helped  boo 
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3ed  by  investors  bailing  out  of  technology. 


!es  of  elevated  platforms,  industry- 
de,  from  $321  million  in  1990  to  $2.3 
lion  last  year.  Since  roll-ups  began  in 
97,  ILG's  share  of  the  business  has 
own  from  28%  to  43%;  Genie,  its 
ly  sizable  competitor,  and  JLG  to- 
ther  now  control  more  than  two- 
rds  of  the  market. 

In  the  past  ten  years  JLG  has  reduced 
i  production  time  on  its  boom  lifts 
im  76  days  to  9.  Much  of  that  reduc- 
m  results  from  simple  but  vast 
Dcess  changes  instituted  under  David 
ick,  who  took  over  in  1991  after  JLG's 
inder,  John  L.  Grove,  was  forced  out. 

Black  eliminated  most  of  ILG's  in- 
itory  and  restructured  its  plants,  re- 
ng  largely  on  advice  from  hourly  em- 
)yees  on  the  shop  floor.  William 
>ky,  a  23-year  veteran  of  Dana  Corp. 
io  joined  JLG  in  late  1999  and  became 
ef  executive  in  September,  also  cred- 
JLG's  rental  customers,  for  forcing  it 
react  faster.  "There's  no  question  that 
isolidation  has  made  us  better,"  says 
»ky,  who  succeeds  Black  as  chairman 
February. 

It  hasn't  made  the  firm  more  prof- 
ble,  though.  The  big  renters  have 
id  their  newfound  market  power  to 


squeeze  suppliers  like  JLG, 
whose  operating  margins 
fell  from  17%  in  1996  to 
14%  last  year.  JLG  has 
caved  in  to  most  of  the 
demands,  taking  trade-ins 
on  other  manufacturers' 
lifts  that  the  big  renters 
picked  up  in  acquisitions. 

The  renters  aren't 
complaining.  They  also 
like  JLG's  balance  sheet; 
debt  is  just  30%  of  capital 
and  is  mostly  the  result  of 
the  $200  million  purchase 
of  Gradall  Industries  in 
1999.  "They  are  clearly  up 
to  the  challenge  of  a  reces- 
sion," says  Bradley  Jacobs, 
chief  executive  of  United 
Rentals,  JLG's  biggest  cus- 
tomer. United  deals  pri- 
marily with  JLG  and  privately  owned 
Genie.  Others,  like  Grove  Worldwide 
and  Skyjack,  a  small  Canadian  lift- 
maker,  will  find  the  going  extremely 
tough  in  the  coming  slowdown. 

Meanwhile,  JLG's  earnings  are  ex- 
pected to  grow  17%  next  year,  even  as 
the  domestic  lift  business  drops  off  6%. 


IndustryBUZZ 


►  Look  for  heavy  construction  equipment  sales  to  con- 
tinue to  slide,  dropping  between  5%  to  7%  this  year, 
after  falling  10%  last  year.  Anything  less  than  7%  would 
be  considered  a  "soft  landing." 

►  Heavy  truck  sales  took  a  big  plunge.  In  September 
Navistar's  truck  orders  dropped  41%  from  a  year  before. 
With  high  oil  prices  and  continuing  overproduction,  it 
looks  like  another  long  year  for  the  big-rig  boys. 

►  One  ray  of  hope:  Sales  of  small  construction  equip- 
ment, like  the  $25,000  minibulldozers  sold  by  Inger- 
soll-Rand  and  Caterpillar,  should  grow  around  7% . 

►  Farm  equipment  mak- 
ers Deere,  CNH  and  Agco 
have  reduced  inventories 
and  are  doing  a  better  job 
of  matching  production  to 
demand.  Deere  expects 
the  market  to  rebound 
slightly  this  year. 


By  Aug.  1  Lasky  hopes  to  be  building 
lifts  in  Europe,  which  will  help  ease  the 
currency  pains  that  have  plagued  JLG 
recently.  Still,  the  slowdown  could  send 
shares  tumbling  with  other  equipment 
stocks.  At  a  recent  $14.69  JLG  trades  at 
just  nine  times  next  year's  earnings.  If  it 
falls  to  $10,  it's  a  real  bargain.  F 
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Chemicals  The  first  half  of  2001  could  be  rocky,  but  if  oil  pricei 

ease,  this  beleaguered  cyclical  sector  could  start  climbing  back. 


DOW  CHEMICAL  ► 


WEATHERING  THE  STORM 


BY  GHANA  R.  SCHOENBERGER 

The  chemicals  business  had  a 
lousy  year.  The  price  of  oil,  the 
key  raw  material,  has  soared, 
and  plant  capacity  utilization  is  at  a 
historic  low  of  78%.  The  S&P  Chemi- 
cals Index  is  down  20%  since  1999. 

Why  Dow  Chemical  Chief  Execu- 
tive Michael  Parker  is  so  upbeat  is  a 
question  worth  asking.  He  succeeded 
the  well-regarded  William  Stavropou- 
los  in  November  and  already  is  spout- 
ing optimistic  predictions:  Earnings 
will  grow  again,  reaching  some  $5  per 
share  in  2003  or  2004,  up  from  the  cur- 
rent $2.26;  Dow  will  close  the  long- 
awaited  Union  Carbide  merger. 

"The  combination  of  becoming 
better  and  bigger  is  my  charge  here  as 
the  new  chief  executive  of  Dow,"  he 
says  grandly. 

Parker,  a  54-year-old  Dow  lifer  from 
Liverpool,  England,  likes  to  take  on  a 
challenge.  Dow  shares,  at  $34,  are  down 
28%  from  a  year-ago  high  of  $47.  With 
a  capacity  glut,  a  strong  dollar  and  feed- 
stock costs  still  high,  passing  through 
any  kind  of  price  increases  will  be 
nearly  impossible.  In  the  third  quarter 
Dow's  profits  were  up  only  3%  on  a 
sales  gain  of  17%. 

The  gloomy  outlook  makes  com- 
pleting the  Union  Carbide  transaction 
that  much  more  urgent.  Dow  an- 
nounced its  $11.6  billion  merger  with 
Union  Carbide  in  August  1999.  Man- 
agement has  stopped  predicting  when 
it  will  be  finalized.  "Closing  the  Union 
Carbide  deal  is  priority  number  one 
through  three,"  says  Parker. 

The  Federal  Trade  Commission  is 
holding  up  the  deal  as  it  examines  areas 
in  which  the  two  companies  overlap,  no- 
tably in  rival  joint  ventures  to  make  cat- 
alysts for  plastics  manufacturing.  If  Dow 
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can  get  past  the  FTC,  it  can  get  around  to 
squeezing  more  efficiency  from  Car- 
bide's factories.  "Carbide,  on  paper,  is  a 
wonderful  deal,  and  it  still  will  be  good," 
says  Peter  Young,  who  runs  his  own  New 
York  investment  bank. 

Dow  continues  to  squeeze  more 
value  out  of  its  50,000  customers  by 


selling  service  alongside  its  commodity 
chemicals.  The  company  will  spenc 
some  $20  million  in  the  next  few  year: 
to  put  all  its  customer  information  on- 
line,  letting  clients  access  their  transac 
tional  histories  on  the  Web.  By  200^ 
salesmen  and  service  reps  will  be  abh 
to  review  a  customer's  account  fron 
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anywhere  in  the  world. 

Product  help  is  going  digital,  too. 
Customers  with  technical  questions  have 
always  been  able  to  ring  up  the  labs  in 
Midland,  Mich.  Now  Dow  will  help  cus- 
tomers use  videoconferencing  gear  to 
link  up  directly  from  their  factories  to 
Dow  engineers.  Four  customer  sites  have 
been  wired,  with  more  planned  this  year. 

Dow  is  that  rare  chemical  company, 
along  with  Eastman  Chemical  and 
DuPont,  that  pursues  customer  loyalty 
over  brute  sales  growth.  "Chemical 
companies  tend  to  be  very  product- 
centric  and  not  really  know  their  cus- 
tomers," says  industry  consultant  James 
Alampi  in  Novi,  Mich. 

Dow  tries  to  anticipate  customers' 
needs  when  planning  new  offerings. 
Dow  doesn't  make  semiconductors,  but 
big  customers  like  IBM  do. 
Dow  researchers  designed 
a  new  polymer  film  called 
SiLK,  which  juices  chips' 
speed  by  protecting  cop- 
per circuits  from  extrane- 
ous electronic  noise.  In 
April  IBM  announced  a 
30%  computing  speed  in- 
crease in  semiconductors 
built  with  SiLK.  Parker 
predicts  "hundreds  of 
millions"  of  dollars' 
worth  of  revenue  from 
new  electronics  polymers. 

Since  1994  Dow's  sci- 
entists have  worked  with 


indicator  and  display  makers  to  come 
up  with  thinner  materials  that  use  less 
power  and  can  run  on  an  ordinary  bat- 
tery. That  work  led  Dow  to  polymeric 
light-emitting  diodes,  semiconducting 
polymers  made  of  fluorene  that  give  off 
colored  light  and  can  be  used  to  make 
vivid,  wide-angle  display  screens.  Dow's 
first  diode,  which  gives  off  green  light, 
went  on  the  market  in  October.  Cell 
phone  displays  using  the  diode  are  40% 
to  60%  thinner  than  ones  with  previous 
materials,  says  Kyle  Benkendorfer, 
business-development  manager  for  elec- 
troactive  polymers.  Red  and  blue  diodes 
are  expected  next  year. 

The  new  Dow  theory:  Sharing  its 
research  with  customers  builds  loy- 
alty, which  eventually  feeds  rising 
profits.  F 


Iridiu 


p>  Thanks  to  higher  oil  prices,  the  cost  of  hydrocarbon- 
based  raw  materials  rose  as  much  as  30%  last  year, 
driving  down  margins.  Stock  prices  hit  single-digit  mul- 
tiples. Don't  expect  improvement  until  the  second  half. 
»  Look  for  the  beginnings  of  a  payoff  from 
e-commerce,  as  more 
companies  buy  their  raw 
materials  online. 
WINNERS:  Solutia, 
DuPont,  PPG,  all  of  which 
are  buying  back  their 
stock.  They'll  have  more 
leverage  on  earnings 
when  times  get  better. 
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ive  years  to  build 


usiness. 


e's  taking  it  global 


With  the  Optical  Internet  Lucent 
is  creating,  a  business  knows  no 
boundaries.  We're  building  all-optical 
networks  that  are  four  times  faster 
than  today's-with  the  speed  and  capacity 
to  connect  local  markets  to  global 
markets.  So  businesses  large  and  small 
can  serve  new  customers  anywhere 
in  the  world.  Change  the  way  people 
communicate,  and  you  change  the  way 
they  do  business.  Lucent  Technologies. 
We  make  the  Internet  move  at  light-speed. 


Expect  great  thing 
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Computers  The  ability  to  offer  services  will  distinguish  winners  frd 


Keeping  the 
candle  burning: 
pichi  Nishimura 
delivers  papers 

and  profits. 


SOLECTRON  ► 


DELIVERY  BOYS 


BY  ELISA  WILLIAMS 

When  two  of  Koichi  Ni- 
shimura's  three  sons  went 
off  to  college  in  1 984,  he  and 
his  wife  took  over  the  sons'  San  Jose  Mer- 
cury News  paper  route  for  seven  years  so 
the  boys  could  still  collect  an  allowance. 
The  pair  gingerly  lobbed  the  newspapers 
onto  their  subscribers'  doorsteps. 

"People  think  it's  an  entitlement 
once  they  get  porched  papers,"  says 
Nishimura.  He  worked  so  hard  at  pleas- 
ing his  customers  that  the  62-year-old 


Nishimura  still  brags  of  being  named 
"Paper  Delivery  Boy  of  the  Week"  by 
the  newspaper. 

Yes,  this  is  one  fellow  who  believes 
the  customer  is  always  right.  He  has 
since  graduated  to  chairman  and  chief 
executive  officer  of  Solectron,  the 
world's  largest  electronics  contract 
manufacturer.  Every  week  Solectron 
has  its  customers  fill  out  report  cards 
grading  such  categories  as  quality,  com- 
munication and  service.  If  it  receives  a 
"B  minus,"  Solectron  considers  that  a 


failing  grade  and  dispatches  em- 
ployees to  fix  the  problems. 

Sun  Microsystems  credits 
Solectron  for  pitching  in  at  the 
last  minute  when  it  needed  50% 
more  circuit  boards  than  planned 
for  its  Sun  Fire  servers.  "Solec- 
tron didn't  miss  a  beat,  which 
was,  frankly,  amazing,"  says 
Susan  Graham,  Sun's  director  of 
high-end  supply  management. 

Attention  to  detail  pays  off. 
Solectron's  sales  are  expected  to 
reach  $23  billion  for  the  fiscal 
year  that  ends  in  August,  up  from 
$265  million  a  decade  ago.  Dur- 
ing the  eight  years  thai 
Nishimura  has  been  running  the 
business,  the  stock  has  climbec 
more  than  twentyfold  to  $32.25. 

When  the  former  IBM  engi 
neer  took  over  as  chief  executive 
Solectron's  sales  were  barely  hal 
of  industry-pioneer  SCI  Systemsi 
then-sales  of  $1  billion.  Today  it' 
the  reverse.  Solectron  is  nearb 
twice  the  size  of  SCI;  its  closes 
competitor  is  Flextronics  Inter 
national,  with  projected  revenu 
in  this  fiscal  year  of  $12  billion. 

Solectron  is  the  dirty  little  se 
cret  of  some  200  brand-nam 
electronics  outfits,  including  IBM 
Hewlett-Packard,  Cisco  and  Eric 
sson.  Taking  on  the  parts-sourc 
ing  and  inventory  headache 
Solectron's  45  factories  in  1 
countries  churn  out  computer: 
cell  phones,  networking  equip 
ment  and  circuit  boards,  none  of  whic 
carry  Solectron's  name. 

Humble  in  the  Buddhist  traditior 
Nishimura  protests  that  he  is  merely  cai 
rying  out  the  policies  of  his  predecesso 
Winston  Chen.  "He  lit  the  candle,  and 
kept  it  burning,"  Nishimura  says. 

Nishimura  is  being  slightly  disir 
genuous.  His  recent  deal  with  Sony,  fc 
instance,  is  a  strategic  coup,  sine 
Japanese  manufacturers  have  traditior 
ally  shunned  outsourcing. 

The  deal,  which  could  add  up  to  3 
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srs.  A  merged  AOL-Time  Warner  could  offer  just  the  right  mix. 


[lion  to  Solectron's  sales,  is  also 
eaningful  because  Solectron  will  be 
aking  car  audio  systems,  cordless 
[ones,  lithium-ion  battery  packs  and 
her  Sony  consumer  products,  a  seg- 
^nt  that  is  largely  untapped  by  con- 
ict  electronics  makers. 

"It's  a  real  watershed,"  says  elec- 
>nics  hardware  analyst  Jeffrey  Rosen- 
rg  at  William  Blair.  "It  raises  the 
obability  that  others  will  follow." 
Nishimura  has  been  on  a  buying 
ree  lately,  with  nine  acquisitions  in 
cal  2000,  and  more  to  come.  In  addi- 
n  to  buying  two  Sony  plants,  he  re- 
itly  paid  $900  million  to  take  over  a 
rtion  of  Nortel's  networking  equip- 
Int  manufacturing  operations  and 
:hanged  $2  billion  in  stock  for  Smart 
odular  Technologies,  a  maker  of 
jmory  modules. 

But  that  was  just  the  prelude  to 
shimura's  biggest  deal  ever:  the  $2.4 
lion  takeover  of  NatSteel  Electronics, 
i  primary  supplier  of  Apple  Com- 
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►  Parts  shortages  cost  computer  makers  sales  last  year. 
IBM  will  spend  $5  million  to  expand  semiconductor  manu- 
facturing in  the  next  two  years. 

►  Look  for  Compaq  to  continue  to  shine  relative  to  its  com- 
petition. The  firm  says  its  earnings  will  grow  25%  this  year. 

►  Home  networking  will  take  off  as  it  gets  easier  to  connect 
multiple  PCs.  Web-equipped  cell  phones  and  Internet  appli- 
ances won't  replace  PCs.  Instead,  they'll  become  more  use- 
ful if  they  can  tap  into  fully  loaded  personal  computers. 

►  Worldwide  PC  shipment  growth  will  slip  to  17%  this  year  from  19%  in  2000,  according 
to  forecasts  from  International  Data  Corp. 
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puter  motherboards  that's  partly 
owned  by  the  Singapore  government. 

With  some  90%  of  NatSteel's  rev- 
enues coming  from  the  volatile  PC  mar- 
ket— about  40%  from  Apple — is 
Nishimura  overreaching?  Even  without 
accounting  for  NatSteel,  Solectron's 
long-term  debt  has  nearly  quadrupled 
in  the  past  year  to  $3.3  billion. 

Nishimura  is  comfortable  with  the 
risk.  With  1 1  facilities  in  countries  such  as 


China  and  Thailand,  NatSteel  gives  Solec- 
tron a  beachhead  to  penetrate  even 
deeper  into  Asia.  He  expects  to  diversify 
the  company  by  making  newer  consumer 
gadgets,  including  what  he  describes  as 
"a  cell  phone  and  Palm  device." 

"The  high  end  of  the  consumer  and 
the  low  end  of  the  business  device  are 
merging,"  he  predicts.  "There's  going 
to  be  a  hell  of  a  lot  more  of  that  out 
there."  F 
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Computer  Software  Even  as  PC  growth  levels  off,  software- 
makers  see  profits  in  the  corporate  arena.  Look  for  growth  there. 


oracle  ► 


WALKING  THE  TALK 


BY  ELIZABETH  COBCORAN 

Oracle  was  well  named.  Its  flam- 
boyant cofounder,  Larry  Elli- 
son, has  a  penchant  for  predic- 
tions. He  has  predicted  the  death  of  the 
PC  (true),  the  downfall  of  Bill  Gates 
(not)  and  the  rise  of  Oracle  itself  as  a 
supplier  of  Internet-based  applications. 

Making  that  last  prediction  come 
true  is  the  preoccupation  of  at  least 
3,000  of  Oracle's  6,000  developers— 
and  its  entire  sales  force.  In  May,  with 
grand  fanfare,  Oracle  unveiled  its  "E- 
Business  suite."  In  the  1980s  Microsoft 
made  a  king's  fortune  by  packaging 
once-separate  applications  for  con- 
sumers (word  processing,  spreadsheet, 
etc.)  in  one  box.  Oracle  wants  to  do  the 
same  for  businesses. 

Instead  of  selling  separate  packages 
for  sales  force  automation,  accounting, 
employee  benefits  and  so  on,  Oracle 
ties  together  70  "modules"  in  a  package 
and  juices  them  up  with  Internet  tech- 
nologies. Customers  can  buy  the  entire 
suite  or  chunks  of  it  online  or,  as  most 
still  do,  on  disks.  Oracle  or  its  partners 
also  will  "host"  the  applications,  letting 
customers  tap  into  information  via  the 
Web.  Those  who  run  their  own  servers 
will  get  patches  and  updates  electroni- 
cally. Rather  than  buy  a  package  once 
every  18  months  or  so,  customers  will 
get  subscriptions,  receiving  updates 
every  quarter. 

At  least  that's  the  big  picture.  It  is  a 
dramatic  move  for  Oracle,  which  hasn't 
typically  been  a  driving  force  in  software 
innovation.  And  selling  "services"  is  a 
radical  departure  for 
Oracle's  fiercely  com- 
petitive sales  force. 

"This  is  a  new 
idea.  It  will  take  a 


Not  just  looking 
out  for  number 
one:  Larry 
Ellison  wants  to 
be  number  one. 
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lile  for  it  to  be  understood  by  the  mar- 
tplace — or  even  by  our  own  sales 
rce,"  says  Ellison,  who  has  once  again 
isserted  his  control  over  the  company 
:  takes  a  while  for  any  new  idea — 
lether  it's  Galileo's  or  ours — to  get  ac- 
;>ted.  We  are  faced  with  the  same  prob- 
n  that  Galileo  had,"  he  declares, 
lankfully,  the  markets  have  greeted  Or- 
e  with  gentle  nudges  upward,  rather 
in  with  exile. 

Oracle  is  its  own  biggest  and  proud- 
E-Business  suite  customer  so  far.  (GE 
mother  fan.)  Ellison  likes  to  claim  that 
acle  has  reaped  $1  billion  in  savings 
using  the  software.  Analysts  are 
ubtful.  Operating  margins  have  im- 
Dved  steadily.  In  the  second  quarter  of 
:al  2001  they  were  up  1 1  points  to  36% 
im  a  year  earlier.  But  Oracle  has  been 
iking  other  changes,  too,  cutting  head 
ant  by  more  than  2,000  to  41,000. 
That  said,  the  E-Business  suite  has 
t  down  on  duplicative  software  sys- 
ns  inside  the  company.  Oracle  has 
nsolidated  some  100  e-mail  servers 
>und  the  world  into  two  data  centers, 
'S  Jeremy  Burton,  a  senior  vice  presi- 
nt.  At  first  Oracle  executives  fought 
t  move,  worried  about  possible 
tches.  "But  Larry  had  the  power  of 
eviction,"  Burton  says. 
Since  then,  Oracle's  e-mail  relia- 
ity  has  improved,  he  says.  Similarly, 
acle  now  has  a  single  bookkeeping 
item  in  use  worldwide  and  a  single 
stomer  database  for  tracking  who 
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►  Expect  a  small 
stock  market  rally 
early  in  the  new  year 
followed  by  a  tough 
first  half. 

>  Watch  for  as  many 
as  100  dot-com 
companies  to  fold  as 
they  run  out  of  cash 

or  investors  willing  to  continue  backing  them. 

►  Free  Internet  access  will  disappear.  Instead, 
look  for  more  fee-based  "private-label"  Internet 
access,  as  established  companies  attempt  to  build 
brand  awareness. 

Even  as  venture  capitalists  scrambled  at  the 
end  of  2000  to  patch  up  flailing  companies,  some 
contended  that  new  investments  in  2001  looked 
promising:  Once  again  investors  will  be  able  to 
demand  rich  terms  in  exchange  for  funding. 

>  "There's  going  to  be  a  significant  increase  in  the 
number  of  companies  that  cross  the  billion-dollar- 
revenue  threshold.  But  in  the  next  five  years 
a  substantial  number  will  change  their  names 
through  mergers  and  acquisitions." 

—James  Seaberg,  principal,  McKinsey  &  Co. 


is  buying  what. 

For  all  that,  application  software 
contributes  a  small  part  of  Oracle's 
revenue  stream — $279  million  or  10% 
of  the  company's  $2.7  billion  in  rev- 
enues for  the  second  quarter  of  fiscal 
2001.  Sales  of  database  products,  by 
contrast,  amounted  to  $775  million  or 
29%  of  revenues.  (Fees  for  services  and 
software  licenses  still  make  up  the  bulk 


of  Oracle's  revenue.) 

Oracle  has  also  been 
wracked  by  high-level  depar- 
tures, including  that  of  its 
longtime  president,  Ray  Lane. 
"Lane  was  a  huge  asset.  He 
had  great  relationships  with 
customers,"  says  Charles 
Phillips,  a  managing  director 
with  Morgan  Stanley  Dean 
Witter.  Losing  Lane  "is  a  point 
of  concern,"  he  adds. 

Given  worries  about  an 
economic  slowdown,  Ellison's 
message — use  our  software 
and  improve  your  bottom 
line — is  well-timed.  "Oracle 
hasn't  been  a  leader  before"  in 
applications,  notes  Phillips. 
"Customers  are  buying  the 
message — now  Oracle  has  to 
prove  it  can  deliver  on  it." 

Oracle  has  an  abundance 
of  competitors,  starting  with 
classic  rivals  such  as  Siebel 
Systems  and  extending  to 
more  recent  Internet  players, 
such  as  i2  Technologies  and  Broad- 
vision.  Those  only  whet  Ellison's  vora- 
cious appetite  for  business. 

"Larry's  whole  focus  is  to  make  Or- 
acle the  largest  software  company  in  the 
world,"  says  Mark  Jarvis,  chief  market- 
ing officer  and  a  key  Ellison  lieutenant. 
"We  have  to  eclipse  Microsoft.  We  can 
do  it  in  about  two  years'  time,"  he  as- 
serts. Keep  an  eye  on  that  crystal  ball.F 
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00 

ffiliated  Computer 

12.3 

11.5 

49.5 

15.5 

NA 

23.3 

1.993 

115 

13.2 

5.8 

32.1 

merica  Online 

18.4 

25.5 

67.8 

40.5 

NM 

58.8 

7,384 

1,396 

27.5 

18.9 

20.0 

merican  Management 

15.9 

13.0 

20.7 

6.2 

19.6 

-14.8 

1,274 

46 

10.9 

3.6 

3.1 

HC  Software 

31.1 

9.3 

39.7 

3.3 

25.2 

-43.5 

1,598 

165 

31.6 

10.3 

0.0 

amputer  Associates 

17.2 

8.3 

17.51 

20.6 

14.92 

33.9 

G.263 

954 

46.0 

15.2 

29.1 

umputer  Sciences 

13.3 

12.2 

22.3 

16.5 

24.9* 

9.1 

9,897 

430 

13.6 

4.3 

27.1 

umpuware 

37.9 

13.7 

34.7 

14.2 

54.6 

-47.1 

2,220 

206 

19.2 

9.3 

20.5 

ectronic  Data  Sys 

8.9 

13.0 

12.4 

3.9 

-16.0 

76.7 

18,774 

CG5 

16.9 

4.6 

31.8 

icrosoft 

39.9 

27.2 

30.2 

11.6 

43.6 

16.6 

23,372 

9,811 

50.0 

42.0 

0.0 

racle 

58.9 

117.8 

27.8 

14.8 

56.5 

386.4 

10,407 

6,561 

36.3 

630 

5.0 

eopieSoft 

15.5 

11.8 

69.9 

13.4 

NM 

D-P 

1,611 

96 

8.8 

6.0 

7.3 

erot  Systems 

39.5 

21.9 

34.3 

-1.9 

41.9 

26.7 

1,109 

86 

10.4 

7.7 

0.0 

Dur-year  average.  2Three-year  average.  D-P:  Deficit  to  profit.  NA:  Not  available.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
jurces:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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Construction  Short  of  a  major  recession  or  a  consumer  credit 
meltdown,  expect  the  housing  market  to  be  strong  again  this  year. 

LENNAR  CORP.  ► 

RAISE  HIGH  THE  ROOF  BEAM 


BY  LYNN  COOK 

In  the  world  of  tract  housing  the 
right  neighborhood  is  everything. 
So  when  Lennar  Corp.  Chief  Exec- 
utive Stuart  Miller  couldn't  scoop  up 
discounted  land  in  the  open  market,  he 
went  shopping  on  Wall  Street.  He  still 
gets  giddy  about  buying  U.S.  Home  in 
May  for  $1.2  billion— a  $140  million 
discount  to  book  value.  "We  got  amaz- 
ing land  position  for  a  great  price  and  a 
franchise  for  free,"  he  rhapsodizes. 

The  company  has  come  a  long  way 
since  his  dad,  Leonard,  founded  the 
Miami-based  builder  in  1954.  Stuart 
first  mowed  the  lawns  of  Lennar  model 
homes  at  age  1 1,  then  moved  to  roofing 
in  his  teens.  By  his  early  30s  Miller  had 
earned  a  reputation  for  parachuting 
into  Lennar's  lagging  cities  and  turning 
the  operations  around  in  six  months. 
Now  43,  Miller  proclaims  Lennar  "a  fo- 
cused management  machine." 

How  frustrating  that  no  one  seems 


to  notice.  Lennar's  $34  stock  price  is 
still  relatively  cheap  at  less  than  ten 
times  forward  earnings.  Doubters  are 
convinced  publicly  traded  builders  face 
a  coming  crash — evidence  be  damned. 
Miller  found  himself  in  the  middle  of  a 
housing  boom  in  October  1999,  with 
earnings  up  47%  for  the  year  but  a 
stock  price  languishing  at  $13. 

"Here  we  were  making  a  real  bot- 
tom-line profit  and  trading  at  a  multi- 
ple of  five,"  he  recalls.  But  Miller  knows 
the  land-rich  win  in  the  end:  "We  just 
can't  run  our  lives  around  Wall  Street 
and  trying  to  appease  its  whims." 

Lennar  management  is  known  for 
adeptly  grabbing  prime  property  in  de- 
pressed markets  poised  for  a  comeback. 
The  builder  trailblazed  into  Texas  in  the 
aftermath  of  the  1980s  oil  bust,  buying 
thousands  of  reclaimed  acres  from  the 
Resolution  Trust  Corp.  In  1992  it  joint- 
ventured  with  Morgan  Stanley  on  an 
RTC  discounted  portfolio  for  $500  mil- 


lion, or  50%  of  its  book  value — the  sec- 
ond-largest buyout  in  RTC  history. 
(Since  then  Lennar  has  built  out  and 
sold  off  the  land  for  a  profit.) 

In  the  mid-1990s  Lennar  caught 
California  on  a  down  cycle  and  forked 
over  more  than  $1  billion  for  land  in 
Los  Angeles,  Orange  County,  San  Diego 
and  the  San  Francisco  Bay  Area.  Lasl 
year's  merger  with  U.S.  Home  took 
Lennar  into  new  territories,  including 
Colorado,  New  Jersey,  Minnesota  and 
suburban  Washington,  D.C.  It  also 
raised  Lennar's  high-margin  senioi 
housing  quotient  from  less  than  5%  tc 
15%  of  total  revenue. 

Thanks  to  the  merger,  Lennar  i^ 
among  the  country's  biggest  buildersi 
even  though  it  operates  in  only  ■ 
states.  It  now  ranks  fourth  in  terms  01 
homes  delivered,  behind  Centex,  Kauf 
man  &  Broad  and  DR  Horton.  But  it! 
20.5%  gross  profit  margin  is  well  abov« 
most  competitors'  18%  average. 
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PROFITABILITY 

RETURN  ON  CAPITAL  % 

GROWTH 
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5-year  latest 
average         12  mos 
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latest 
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Carlisle  Cos 

16.5 

15.7 

19.6 

9.7 

23.1 

14.8 

1,752 

107 

13.9 

6.1 

34.3 

Granite  Construction 

12.8 

14.1 

13.1 

5.2 

19.5 

19.6 

1,368 

57 

9.8 

4.2 

13.7 

DR  Horton 

12.8 

12.3 

35.1 

15.8 

32.1 

22.5 

3,654 

192 

9.3 

5.2 

58.0 

Kaufman  &  Broad  Home 

9.0 

12.1 

22.2 

13.6 

NM 

69.8 

3,910 

201 

9.2 

5.1 

58.4  1 

Lennar 

14.62 

14.7 

37.7 

33.1 

24.3 

0.0 

3.955 

179 

10.7 

4.5 

59.7 

Martin  Marietta  Mats 

14.1 

10.3 

19.4 

12.4 

16.7 

0.4 

1,354 

124 

26.4 

9.2 

39.3 

Masco 

12.5 

14.3 

9.1 

24.2 

12.7= 

29.8 

7.155 

726 

18.4 

10.1 

38.3 

MDC  Holdings 

14.5 

21.4 

13.4 

12.2 

36.9 

43.1 

1,674 

111 

12.3 

6.6 

28.4 

Mueller  Industries 

16.7 

15.0 

15.1  8.2 

25.4 

14.3 

1,227 

101 

15.9 

8.3 

14.2 

NVR 

24.2 

40.8 

18.4  15.7 

70.81 

53.5 

2.195 

136 

11.9 

6.2 

31.5  ; 

Pulte 

10.0 

11.5 

15.0 

19.5 

NM 

20.9 

4,052 

173 

8.9 

4.3 

37.6 

Standard  Pacific 

11.1 

13.7 

24.1 

5.3 

97.92 

21.7 

1,198 

80 

10.7 

6.7 

52.9 

Stanley  Works 

9.3 

16.9 

1.7 

1.3 

11.0 

47.6 

2.773 

192 

14.0 

6.9 

18.9 

Toll  Brothers 

12.8 

11.0 

23.8 

17.7 

20.1 

26.4 

1,642 

121 

14.7 

7.4 

53.5 

URS 

18.7 

8.7  56.0 

103.9 

28.7 

27.4 

2,176 

47 

9.8 

2.2 

62.9  | 

Vulcan  Materials 

20.4 

11.8    !  11.5 

12.5 

20.2 

7.3 

2,467 

250 

23.5 

10.1 

27.1 

Del  Webb 

8.1 

8.2  17.5 

27.4 

23.0* 

22.1 

2,048 

77 

10.3 

3.8 

64.8 

Four-year  average.  2Three-year  average   D-P:  Deficit  to  profit.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
Sources:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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The  company  may  be  able  to  fare 
ell  even  in  a  downturn.  Housing  starts 
ropped  6%  in  2000,  but  Lennar's  or- 
;rs  soared  56%.  New-home  sales  are 
cpected  to  decline  another  5%  this 
;ar.  A  bright  spot:  Mortgage  rates  con- 
nue  to  fall,  which  could  bolster  new- 
Dme  sales. 

Despite  the  slowdown  home  prices 
ive  spiked.  Lennar's  average  sales  tag 
st  year  was  $230,000,  up  from 
>00,000  in  1998.  Buyers  are  willing  to 
ly  extra  for  amenities,  playing  per- 
ctly  into  Lennar's  unusual  "Every- 
ling's  Included"  program.  Most 
iilders  let  customers  mix  and  match 
?sign  features;  Lennar's  model  homes 
isplay  exactly  what  comes  with  a 
ause  for  a  nonnegotiable  sticker 
'ice,  from  GE  appliances  to  wallpaper 


mi 
iv 


Rebuilding 
trust:  Smart 
acquisitions 
helped  put 
Lennar  Chief 
Stuart  Miller  in 
Wall  Street's 
good  graces. 


patterns.  While  Lennar  markets  lim- 
ited choice  as  a  way  for  home  buyers 
to  cut  down  on  decision-making 
headaches,  it  also  boosts  profits  by 
making  home  building  an  assembly- 
line  process. 

Miller  continually  mulls  inventory 
records,  flipping  acreage  Lennar  doesn't 
need  and  bulking  up  strongholds  in  hot 
spots  such  as  the  San  Francisco  Bay 
Area  and  Houston.  The  company 
dumped  so  much  raw  land  since  the 
summer,  it  reduced  its  debt-to-capital 
ratio  to  50%,  from  60%  in  May.  With 
the  land- rich  reigning  over  this  highly 
fragmented  market,  there's  plenty  of 
business  to  steal  from  the  undercapital- 
ized. The  industry's  top  ten  have  a 
combined  12%  market  share.  Lennar's 
slice:  2%.  F 


Industry  BUZZ 


9-  "The  housing  market  is  tighter  than 
a  drum,  with  the  lowest  supply  of  new 
homes  available  on  the  market  in  30 
years."  —Scott  Soler,  Morgan  Stanley 
Dean  Witter  housing  analyst. 
*  First-time  homebuyer  pulse  check: 
San  Francisco  has  the  highest  median 
price  of  homes  purchased:  $325,000. 
Lowest?  Houston,  at  $88,900. 
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Consumer  Durables  gm5s  phaseout  of 

the  Oldsmobile  division  and  its  16,000  job 
cuts  set  the  tone  for  a  very  tough  year  in 
Detroit.  The  news  on  the  home  appliance 
front  isn't  much  better. 


POLARIS  INDUSTRIES  ► 


VROOM! 


BY  KEMP  POWERS 

November  marked  the  first 
heavy  snowfall  in  Minnesota  in 
more  than  two  years.  While  the 
news  couldn't  be  better  for  Polaris  In- 
dustries Chief  Executive  Thomas  Tiller, 
a  lack  of  bad  weather  no  longer  affects 
the  Minneapolis-based  maker  of  snow- 
mobiles and  recreational  vehicles  as 
much  as  it  used  to. 

Since  1985,  when  Polaris  entered 
the  Japanese-dominated 
market  for  all-terrain  vehi- 
cles (ATVs),  it  has  become 
one  of  the  most  success- 
fully diversified  companies 
in  the  consumer  durables 
category.  "It  was  like  taking 
on  Ford  or  Chrysler,"  says 
Tiller,  39.  "At  the  time  Po- 
laris went  into  ATVs  it  was  a 
$50  million  company." 

Rut  by  selling  vehicles 
that  catered  to  a  more  util- 
itarian crowd,  particularly 
farmers  and  hunters,  the 
Polaris  ATV  distinguished 
itself  from  its  mostly  recre- 
ational counterparts. 
Today  the  company  is 
number  two  in  the  cate- 
gory, with  23%  of  the 
650,000  units  sold  each 
year,  and  trails  only  $50 
billion  (sales)  Honda,  with 
a  30%  share.  ATVs  now 
contribute  almost  60%  of 
Polaris'  top  line  (1999 
sales,  $1.3  billion),  up  from 


33%  in  1995.  That  more  than  offsets 
any  dip  in  snowmobile  sales  caused  by 
warm  winters. 

There  seems  to  be  no  sign  of  a 
slowdown.  Earnings  at  Polaris  have 
grown  for  18  consecutive  years,  though 
they  have  jumped  an  average  18%  over 
the  past  6  years.  Operating  income  (in 
the  sense  of  earnings  before  interest, 
tax  and  depreciation)  sits  at  $163  mil- 
lion; analysts  expect  it  will  reach  $200 


Indust  ryJB  LLZZ^ 


With  rebates  rising  and  sales  slowing,  it  may  be  a 
better  time  to  buy  a  car  than  a  carmaker's  stock,  even 
though  GM,  Ford  and  DaimlerChrysler  shares  are  all 
near  their  52-week  lows. 

►  Auto  sales  hit  a  new  record  of  roughly  17.4  million 
cars  and  trucks  last  year,  beating  I999's  record  of 
16.9  million  units.  But  sales  are  expected  to  skid  to 
16.4  million  units  according  to  Ward's  Automotive. 
That  would  be  the  steepest  drop  since  1991. 

►  Automakers  have  begun  tightening  their  belts  in  a 
response  to  the  sharp  sales  decline.  GM,  Ford  and  the 
Chrysler  unit  of  DaimlerChrysler  temporarily  shut- 
tered factories  in  the  fourth  quarter  as  unsold  cars 
and  trucks  piled  up  on  dealer  lots. 

►  Look  for  continued  consolidation  in  the  auto  sup- 
plier industry.  Amcast,  BorgWarner,  Stoneridge  and 
even  giant  Visteon  could  be  takeover  candidates. 
»•  Softening  demand 


and  increased  pricing 
pressure  are  tough  for 
big  appliance  makers. 
Total  shipments  shrank 
3.3%  in  the  most  re- 
cently reported  quarter. 

-K.P.  and 
Robyn  Meredith 


200  Ratio  scale.  12/1/99=100 

Consumer 
150  Durables 

S&P500 


60 


1st 
Quarter 


2nd  3rd 


million  by  2002  on  sales  of  more  thai 
$1.6  billion. 

It  wasn't  always  thus.  "In  the  couj 
pie  of  years  prior  to  my  arrival,  th 
company  had  actually  begun  t 
shrink,"  says  Tiller,  who  came  to  Pq 
laris  in  1998  from  General  Electric  Sil 
icones.  "They  were  cost-driven,  an 
there  wasn't  a  lot  of  revenue  growth. 
Its  personal-watercraft  division  (noi 
4%  of  sales)  was  shriveling.  And  it  wa 
struggling  to  launch  a  new  motorcyd 
division,  the  first  foray  into  the  cruisei 
type  motorcycle  industry  by  a  U. 
company  in  60  years. 

Tiller  took  a  page  from  the  book  c 
Harley-Davidson  and  began  a  ne1 
focus  on  parts,  garments  and  acces 
sories  (PG&A).  Noting  that  the  Harle 
catalog  contained  more  than  500  pag« 
of  stuff  for  cyclists,  compared  with  j 
pages  of  Polaris  goods,  Tiller  set  abou 
introducing  more  than  1,700  ne' 
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Out  in  the 
cold,  with 
a  very  hot 
product: 
Tom  Tiller  and 
Polaris'  ever- 
popular  all- 
terrain  vehicle 


PG&A  items.  Crack 
open  the  2001  Polaris 
catalog  and  nary  a  vehi- 
cle is  displayed  without 
such  options  as  the  gun 
scabbard  ($54)  or  uni- 
versal snowplow  frame 
($125).  Polaris  owners  spend  an  aver- 
age of  $450  annually  on  these  doodads. 
In  the  past  two  years  PG&A  sales  have 
jumped  to  nearly  $175  million  from 
$130  million;  many  analysts  believe  the 
division  now  is  the  second-largest  driv- 
er of  earnings  after  ATVs — and  the 
most  profitable. 

The  ATV  market,  meanwhile,  con- 
tinues to  grow:  Two  out  of  five  con- 
sumers are  first-time  buyers.  "More 
ATVs  are  sold  yearly  than  motorcycles," 
Tiller  points  out.  That  may  be  because 
the  company  focuses  on  workers' 
tools — plows,  winches,  sprayers  and 
mowers.  Tiller  hasn't  forsaken  the 
recreational  market;  in  fact,  he  recently 
unveiled  a  series  of  smaller,  cheaper 
"youth"  ATVs. 

A  strong  balance  sheet  and  diverse 
offerings  do  not  a  recession-proof  com- 
pany make.  But  Polaris'  quietly  savvy 
approach  to  traditionally  noisy  items 
should  keep  the  company  roaring 
ahead.  F 
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latest 
12  mos 

5-year 
average 

latest 
12  mos 

American  Axle  &  Mfg 

15.2 

16.6 

7.5 

7.7 

NM 

24.5 

3,067 

132 

12.0 

4.3 

69.0 

ArvinMeritor 

26.8 

22.9 

11.1 

15.8 

29.32 

10.0 

5,153 

218 

10.4 

4.2 

61.5 

BorgWarner 

12.4 

8.6 

14.0 

20.1 

14.3 

-8.7 

2,726 

123 

15.5 

4.5 

43.1 

Delphi  Automotive  Sys 

19.5 

24.8 

-1.7 

-0.9 

-14.1 

19.8 

29,480 

1,131 

9.2 

3.8 

31.2 

Dura  Automotive 

14.8 

6.8 

58.3 

49.4 

24.0 

-14.7 

2,647 

49 

11.8 

1.9 

70.1 

Furniture  Brands  Intl 

11.4 

13.6 

16.0 

2.6 

33.6 

11.4 

2,118 

113 

12.7 

5.3 

46.5 

Genuine  Parts 

16.8 

13.9 

9.6 

8.3 

6.1 

5.8 

8,349 

388 

8.9 

4.7 

22.4 

Harley-Davidson 

22.7 

23.4 

12.4 

19.9 

28.7 

30.7 

2,945 

328 

21.5 

11.1 

17.0 

Johnson  Controls 

14.8 

14.7 

16.7 

6.3 

19.4 

13.6 

17,155 

472 

8.3 

2.8 

31.7 

La-Z-Boy 

15.1 

10.8 

13.8 

49.1 

19.2 

10.3 

2,078 

93 

9.3 

4.5 

26.2 

Lear 

12.0 

10.0 

29.3 

19.4 

17.4 

106.0 

14,172 

295 

8.7 

2.1 

66.9 

Leggett  &  Piatt 

15.7 

13.4 

16.8 

15.9 

17.2 

5.0 

4.234 

293 

16.4 

6.9 

35.2 

Maytag 

22.1 

27.3 

6.6 

2.0 

41.62 

-6.1 

4,319 

283 

15.7 

6.5 

37.4 

Polaris  Industries 

36.5 

40.6 

7.0 

7.7 

KM 

14.7 

1,381 

80 

11.8 

5.8 

26.9 

Snap-on 

10.9 

10.7 

10.5 

17.8 

7.4 

20.2 

2,186 

132 

12.3 

6.1 

40.0 

Toro 

10.5 

11.4 

9.0 

7.6 

NM 

94.8 

1,333 

44 

10.0 

3.3 

37.5 

Tower  Automotive 

13.7 

8.6 

78.7 

23.3 

48.1 

5.0 

2,507 

119 

15.1 

4.7 

50.9 

TRW 

15.8 

9.8 

11.1 

16.0 

7.4 

81.3 

17,719 

665 

11.4 

3.8 

54.9 

Whirlpool 

7.6 

15.3 

5.7 

-1.2 

17.4 

36.9 

10,435 

414 

12.4 

4.0 

28.6 

2Three-year  average  NM:  Not  meaningful.  For  further  explanation,  see  page  96.  Sources:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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Energy  Look  for  oil  prices  to  ease  to  $26  a  barrel  this  year  from 
$29.  But  natural  gas  prices  should  hang  at  double  last  year's  leveld 


Refining  a 
strategy:  Tosco's 
Thomas  O'Malley 
prospers  in  an 
unloved  industry. 


TOSCO  CORP> 

TRADING 

BY  DANIEL  FISHER 

A decade  or  so  ago  Thomas 
O'Malley  found  himself  in 
charge  of  an  unimpressive  outfit 
once  known  as  the  Oil  Shale  Corp.  Its 
main  asset:  a  1 50,000-barrel-a-day  refin- 
ery on  San  Francisco  Bay.  Profit  margins 
were  falling,  environmental  regulations 
were  imposing  huge  new  costs  and  big 
oil  companies  were  dumping  refineries 
at  a  fraction  of  replacement  cost.  But 
O'Malley,  a  New  York  City-born  former 
oil  trader  for  Salomon  Brothers,  saw  op- 
portunity. A  new  refinery  hadn't  been 
built  in  the  U.S.  since  1973,  and  that 


wasn't  going  to  change  be- 
cause  of  environmental 
■r     concei  ns.  Yet  those  same 
^0  I         concerns  were  boosting 
demand  for  cleaner-burn- 
ing gasoline  and  diesel  fuels,  promising 
higher  returns  for  the  survivors. 

So  he  built  his  own  oil  empire,  ac- 
quiring half  a  dozen  refineries  from  the 
likes  of  BP  Amoco,  ExxonMobil  and 
Royal  Dutch/Shell,  pushing  production 
from  150,000  to  1.35  million  barrels  a 
day.  He  also  bought  6,300  gas  stations 
and  convenience  stores,  including  the 
Circle  K  chain.  "We  were  early  to  the  ex- 
pectation that  ultimately  the  market 
would  improve,"  says  O'Malley. 

Tosco  Corp.  is  the  third-largest  U.S. 
refiner  and  one  of  die  country's  largest 
gasoline  retailers,  racking  up  a  five-year 


record  of  rising  earnings  and  high  re 
turn  on  capital  that  make  it  one  of  th« 
most  profitable  U.S.  energy  companies. 

And  with  this  year's  $100  million  ac- 
quisition of  an  Irish  refinery,  O'Malley  i: 
poised  to  invade  Europe  with  an  obses- 
sive attention  to  costs  and  a  trader's  abil- 
ity to  jump  on  mispriced  assets 
"They're  the  best-run,  best-positionec 
pure  play  in  refining  and  marketing,' 
says  William  Hyler,  a  managing  directoi 
at  CIBC  Oppenheimer. 

O'Malley  learned  to  survive  in  a  cycli- 
cal, capital-intensive  business  while  run- 
ning the  metals-manufacturing  opera- 
tions for  the  secretive  transatlantic 
Phillipp  Bros.,  which  later  bought  Sa- 
lomon. At  Phillipp  O'Malley's  German- 
speaking  bosses  were  driven  by  Abwick- 
lung — the  detailed  liquidation  of  a 
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SALES 

(Smil) 

latest 
12  mos 

NET 
INCOME 

($mil) 

latest 
12  mos 

OPER 
MARGIN 

% 

PROFIT 
MARGIN 

% 

DEBT/ 
CAPITAL 

% 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

latest 
12  mos 

latest 
12  mos 

latest 

Allegheny  Energy 

6.7 

7.8 

4.7 

32.9 

5.5 

9.7 

3,524 

286 

26.4 

8.1 

Apache 

4.2 

12.5 

15.6 

91.7 

NM 

D-P 

2.006 

565 

79.8 

28.2 

BJ  Services 

6.7 

9.8 

15.4 

37.5 

40.5 

D-P 

1,555 

118 

19.1 

7R 
/  .u 

in  r 

1U.0 

BP  Amoco 

9.3 

19.4 

NM 

84.0 

NM 

229.5 

131,450 

10,234 

15.4 

7.8 

1  7  9 

Chevron 

9.5 

16.6 

NM 

56.2 

NM 

330.0 

43,957 

4,500 

23.0 

10  2 

16.0 

Cinergy 

7.3 

7.7 

18.1 

22.0 

7.8 

5.9 

7.130 

403 

16.7 

5.7 

4?  1 

Conoco 

7.6 

17.5 

7.1 

63.5 

NM 

500.0* 

29,740 

1,676 

14.0 

5.6 

36.7 

Consol  Energy 

19.3 

20.4 

-1.9 

-6.9 

2.9 

-4.5 

2,036 

100 

17.1 

4.9 

55.9 

Duke  Energy 

7.7 

7.8 

20.1 

103.3 

NM 

1.8 

40,104 

1,303 

10.4 

3.2 

37  7 

Dvnesv 

8.3 

18.4 

42.9 

73.6 

22.6 

129.8 

24,074 

440 

3.7 

1.8 

39.4 

Enron 

7.3 

8.1 

39.2 

92.7 

NM 

14.5 

71,011 

1,178 

3.2 

1.7 

40.6 

Exelon 

7.1 

8.6 

6.5 

7.3 

5.8 

56.7 

5,620 

662 

33.9 

11.8 

56.8 

ExxonMobil 

10.4 

14.9 

NM 

33.5 

-4.11 

91.0 

196  956 

13,36? 

14.7 

6.8 

79 

FPL  Group 

8.0 

8.6 

4.2 

3.0 

6.9 

14.1 

6,744 

76C 

33.1 

11.3 

32.8 

Halliburton 

9.2 

11.9 

8.7 

-18.8 

-8.2 

96.9 

12,424 

57; 

8.0 

4.6 

18.2 

Kcrr-McGee 

7.3 

17.2 

NM 

54.6 

37.5 

D-P 

3,760 

66' 

54  7 

17.8 

45.0 

KeySpan 

4.5 

8.9 

-2.1 

48.9 

-4.2 

D-P 

4,123 

324 

23.1 

7.8 

39.  !i 

MDU  Resources 

8.3 

8.7 

23.4 

34.9 

NM 

55.1 

1,621 

99 

17.7 

6.1 

40.5 

Montana  Power 

8.0 

10.5 

6.8 

-22.4 

15.4 

0.0 

1,055 

155 

23.5 

14.7 

24  0 

Murphy  Oil 

5.4 

17.5 

2.5 

80.2 

NM 

D-P 

3,172 

277 

20.5 

8.7 

22.1 

Noble  Affiliates 

2.8 

13.5 

21.3 

39.9 

NM 

D-P 

1,197 

142 

42.4 

11.9 

36.0 

OGE  Energy 

7.9 

7.9 

9.2 

49.0 

6.4 

2.6 

2,894 

152 

187 

5.3 

48.(1 

Phillips  Petroleum 

9.7 

14.9 

NM 

62.7 

NM 

500.0+ 

19,414 

1,368 

21.6 

7.0 

470 

PPL 

7.4 

10.1 

10.9 

21.6 

12.8 

25.4 

5,301 

503 

26.4 

9.5 

54.0 

Progress  Energy 

6.8 

8.3 

2.6 

14.2 

4.2 

49.4 

3,661 

568 

40.8 

15.5 

38.7 

Reliant  Energy 

7.9 

8.3 

35.4 

69.6 

17.1 

-26.2 

23,576 

849 

11.9 

3.6 

37.8 

Royal  Dutch  Petroleum 

9.2 

17.9 

NM 

53.7 

4.1 

439.0 

129,147 

6,685 

19.8 

5.2 

5.7 

Scana 

7.1 

7.2 

11.2 

75.7 

7.1 

33.1 

2,839 

'13 

42.5 

7.5 

47.4 

Smith  International 

12.0 

7.0 

25.8 

46.8 

NM 

52.2 

2,539 

53 

9.3 

2.1 

22.8 

Sunoco 

8.4 

13.4 

NM 

60.9 

NM 

186.0 

11,791 

306 

6.4 

2.6 

34.3 

TECO  Enerffv 

8.1 

9.0 

9.5 

11.3 

NA 

45.3 

2,189 

236 

31.2 

10.8 

40.4 

Tosco 

11.2 

16.7 

18.2 

63.5 

21.2 

397.4 

21,287 

581 

5.9 

2.7 

41.5 

Valero  Energy 

2.32 

14.5 

49.6 

96.4 

NM 

D-P 

13,188 

262 

4.7 

2.0 

35.8 

'Four-year  average.  zThree-year  average.  D-P:  Deficit  to  profit.  NA:  Not  available.  NM 
Sources:  Forbes;  Market  Guide  via  FactSel  Research  Systems. 

Not  meaningful.  For  further  explanation,  see  page  96. 

ansaction,  meaning  they  wanted  to 
now  all  the  risks  before  signing  on. 

O'Malley  has  brought  that  preoccu- 
ation  to  refining,  where  returns  on  in- 
?stment  rarely  exceed  9%.  From  his  of- 
ces  in  Old  Greenwich,  Conn.,  he 
v-ersees  a  headquarters  staff  of  only  20 
id  visits  each  refinery  at  least  once  a 
:ar.  He  has  boosted  Tosco's  five-year 

ndustryBUZZ 


►  Historically,  refining 
stocks  have  been  long- 
term  losers.  "The  refining 
business  is  very  simple," 
says  Fadel  Gheit,  oil  ana- 
lyst with  Fahnstock  &  Co. 
"It's  a  business  that  never 
makes  money." 
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average  return  on  capital  to  11.2%  by 
negotiating  tough  deals.  He  paid  BP 
$800  million  for  the  Alliance  refinery  in 
Louisiana  this  year,  and  pegs  its  replace- 
ment cost  at  $4  billion — "and  that's  the 
highest  price  we've  paid  so  far." 

He  also  boosts  profits  by  pushing 
managers  to  run  different  grades  of 
crude,  taking  advantage  of  market  con- 
ditions to  reduce  the  cost 
of  raw  materials  by  10 
cents  to  20  cents  a  barrel 
below  that  of  less  flexible 
refiners.  That  adds  $45 
million  a  year  to  the  bot- 
tom line.  In  the  first  nine 
months  of  2000  net  in- 
come rose  61%  to  $365.4 
million,  or  $2.53  a  share, 
on  68%  revenue  growth 


to  $17.1  billion. 

Tosco  may  be  running  out  of  room 
in  the  U.S.  On  the  East  Coast  it  already 
controls  25%  of  the  refining  capacity, 
and  can't  readily  Kpand  on  the  West 
Coast.  But  Bear  Stearns  analyst  Freder- 
ick Leuffer  points  overseas:  "Europe  is  in 
the  same  place  the  U.S.  was  seven  or 
eight  years  ago,  with  many  refineries  for 
sale  and  r  o  apparent  buyers." 

It's  a  good  time  to  expand,  says 
Douglas  Terreson,  an  oil  analyst  with 
Morgan  Stanley  Dean  Witter  in  Hous- 
ton. He  says  capacity  for  "light"  or  low- 
sulfur  fuels  will  grow  by  only  1.4  million 
barrels  a  day  through  the  end  of  next 
year,  even  as  demand  grows  twice  as 
much.  So  refineries'  gross  margins,  al- 
ready more  than  double  their  level  in 
1999,  should  continue  to  widen.  F 
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Entertainment  Expect  to  see  some  of 
the  high-profile  executives  who  migrated  to 
the  Internet  return  to  "old  media"  this  year. 

GANNETT  CO.* 

THE  CONTRARIAN 
TIMES 


Jew*  few 


BY  BRETT  PULLEY 

One  day  in  1971  the  glad-hand- 
ing newsman  and  then  chief  ex- 
ecutive of  Gannett  Co.,  Paul 
Miller,  walked  into  the  office  of  Douglas 
McCorkindale,  a  young  lawyer  just  hired 
to  help  the  newspaper  chain  acquire 
more  publications.  "Let's  go  play  golf," 
Miller  said.  "But  I  don't  play  golf,"  replied 
McCorkindale,  who  recalls  his  boss  then 
asking,  "Well,  how  are  you  going  to  do 
acquisitions  if  you  don't  play  golf?" 

These  days  McCorkindale,  who  re- 
cently became  chief  of  Gannett,  plays  a 
lot  of  golf  and  makes  a  lot  of  acquisi- 
tions. Since  July  1999  the  company  has 
spent  (including  assumed  debt)  $1.7  bil- 
lion to  acquire  Newsquest  Pic,  one  of 


England's  largest  newspaper  publishers; 
$704  million  to  buy  News  Communica- 
tions &  Media  Pic,  a  regional  U.K. 
chain;  $1  billion  for  U.S.  papers  owned 
by  Thomson  Corp.  of  Canada;  and  $2.6 
billion  for  Central  Newspapers,  a  U.S. 
chain  anchored  by  the  Arizona  Republic 
and  the  Indianapolis  Star.  The  $7  billion 
spree  has  given  Gannett  325  more  titles, 
including  40  dailies. 

Is  this  crazy?  Newspapers  are  sup- 
posed to  be  a  dying  medium.  In  1990 
113  million  American  adults  read 
dailies;  today  only  76.6  million  do. 
Classifieds,  which  will  account  for  27% 
of  Gannett's  $6.2  billion  in  revenue, 
seem  destined  to  move  to  the  Web. 

But  you  can  make  good  money  in  a 
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Santa 

8.1 

13.1 

9.5 

10.3 

-13.1 

395.6 

1,418 

57 

13.0 

4.0 

32.8 

Boyd  Gaming 

6.1 

9.8 

15.5 

11.8 

15.7 

89.2 

1,085 

77 

19.9 

7.1 

68.9 

Carnival 

17.6 

15.3 

14.2 

8.3 

20.1 

2.5 

3,719 

1,023 

33.0 

27.5 

20.4 

Clear  Channel  Commun 

6.1 

3.9 

74.6 

88.7 

7.6 

208.6 

4,213 

431 

36.2 

10.2 

22.1 

Cox  Communications 

9.9 

9.5 

21.1 

57.6 

NM 

78.5 

3.283 

2,110 

39.1 

64.3 

31.3 

Gannett 

17.7 

24.0 

7.1 

15.6 

17.6 

94.5 

5,955 

1,719 

35.0 

28.9 

53.9 

Harrah's  Entertain 

10.8 

8.1 

14.9 

20.1 

24.6 

23.0 

3,364 

209 

25.1 

6.2 

62.3 

Hilton  Hotels 

14.8 

6.5 

30.7 

60.1 

22.0 

-12.2 

3.214 

23^ 

34.0 

7.3 

67.8 

Intl  Game  Technology 

17.1 

16.7 

9.6 

8.0 

13.0 

207.7 

1,004 

157 

31.7 

15.6 

91.1 

Knight  Ridder 

14.8 

15.7 

4.0 

4.9 

21.4 

55.7 

3,336 

448 

26.0 

13.4 

46.7 

Marriott  intl 

13.91 

10.1 

15.6 

14.4 

17.21 

3.1 

9,668 

420 

9.6 

4.3 

36.7 

McGraw-Hill  Cos 

19.6 

24.4 

8.0 

9.0 

13.2 

34.7 

4,248 

504 

26.4 

11.9 

31.6 

MGM  Mirage 

8.3 

10.5 

10.1 

117.7 

NM 

57.3 

2,582 

138 

33.5 

5.3 

60.2 

New  York  Times 

11.6 

17.8 

6.2 

12.1 

18.8 

31.4 

3,398 

365 

25.1 

10.7 

31.9 

Reader's  Digest  Assn 

32.3 

38.2 

-4.5 

5.0 

NM 

17.3 

2.594 

175 

12.1 

6.8 

0.0 

Royal  Caribbean 

10.3 

10.0 

20.9 

10.7 

17.21 

15.9 

2,808 

454 

28.2 

16.2 

47.1 

Scholastic 

7.8 

12.6 

11.7 

33.3 

NM 

103.8 

1,582 

64 

13.2 

4.1 

63.6 

EW  Seripps 

10.9 

10.2 

10.7 

9.9 

9.9 

12.1 

1.691 

161 

26.1 

9.5 

26.1 

'Four-year  average.  NM:  Not  meaningful.  For  further  explanation,  see  page  96.  Sources:  Forbes:  Market  Guide  via  FactSet  Research  Systems. 
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loomed  medium  if  doomsday 
>  far  off.  For  1999  Gannett  en- 
Dyed  operating  income  (net 
'efore  depreciation,  interest 
nd  taxes)  equal  to  35%  of  rev- 
nue.  That  was  better  than  Merck  or 
)racle.  Ever  since  Frank  Gannett  pur- 
hased  his  first  paper  in  1 906,  the  com- 
pany has  shown  a  knack  for  widening 
nargins.  The  Indianapolis  Star  came 
/ith  underdeveloped  real  estate,  a  low 
hare  of  the  local  ad  market  and  an  op- 
rating  margin  of  25%,  well  below 
Gannett's  usual  margin. 

And  if  you  are  betting  against  the 
onventional  wisdom,  you  can  buy  at 
ood  prices.  Gannett  has  been  avidly 
uying  print  properties  while  selling 
eemingly  more  promising  media 
'roperties.  It  has  sold  its  billboard, 
adio  and  cable  businesses.  The  com- 
>any  still  owns  22  television  stations, 


Buying  binge: 
Gannett's  Dou- 
glas McCorkin- 
dale  has  been 
on  an  acquis- 
tion  spree. 


which  make  up  15%  of  rev- 
enue, but  its  principal  invest- 
ments and  revenue  growth  are 
in  the  newspaper  business. 
"Gannett's  approach  is  quite 
in  contrast  to  the  diversification  of  as- 
sets at  companies  like  Viacom  or  News 
Corp.,"  says  UBS  Warburg  analyst  Le- 
land  Westerfield. 

Gannett's  departure  from  its  rivals  is 
in  part  a  product  of  missed  opportuni- 
ties. Gannett  sold  its  billboard  business 
in  the  mid-1990s  and,  frustrated  by  cross- 
ownership  rules,  unloaded  its  radio  sta- 
tions as  well.  Gannett  thus  squandered  a 
perfect  chance  to  package  the  two  to  ad- 
vertisers, as  Clear  Channel  and  Viacom's 
Infinity  Broadcasting  have  done  so  well. 
McCorkindale  admits  not  seeing  that  po- 
tential:  "We  didn't  use  it  well." 

Gannett  tried  to  buy  its  way  to  a  big- 
ger cable  operation,  but  was  always  out- 


►  Moviegoers  spent  a  record  $76  bil- 
lion at  the  box  office  last  year,  up  3% 
from  the  previous  year.  But  too  many 
multiscreen  theaters  drove  some  ex- 
hibitors into  bankruptcy. 

*  U.S.  newspapers  and  TV  broadcast- 
ers had  a  good  year,  with  newspaper 
advertising  up  6.5%  to  $49.3  billion. 
Spending  on  TV  and  radio  commercial 
time  rose  16%  to  $66.7  billion. 

►  But  ad  spending  started  to  slump  in 
the  fourth  quarter  as  the  dot-com  dol- 
lars dried  up  and  recessionary  fears 
set  in.  Look  for  a  tough  first  half. 

►  Internet  downloading  of  music 
aside,  spending  on  recorded  music  hit 
a  record  $14  billion  last  year,  an  8%  in- 
crease over  1999. 

►  Time  Warner's  Warner  Music  tried 
to  merge  with  London-based  EMI 
Group.  But  European  regulators  killed 
the  deal.  Look  for  EMI  to  remain  a 
takeover  target. 
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bid  by  cable  giants.  "We  couldn't  com- 
pete," McCorkindale  says.  So  Gannett 
shrewdly  unloaded  its  cable  assets  on 
Cox  Communications  for  $2.7  billion, 
or  $5,200  per  subscriber. 

Newspapers  are  still  what  Gannett 
does  best.  Its  homegrown  fruit  salad, 
USA  Today,  has  outlived  the  projections 
of  many  skeptics,  with  revenue  of  about 
$500  million,  operating  income  in  the 
range  of  $100  million  and  a  2.3  million 
circulation. 

McCorkindale,  61,  is  not  wedded  to 
a  print-only  future.  Gannett  has  in- 
vested more  than  $200  million  in  vari- 
ous Internet  ventures,  and  its  125  Web 
sites  managed  to  lose  a  respectably  low 
$1  million  on  $70  million  in  revenue  in 
2000.  But  between  now  and  when  the 
Web  subsumes  all  other  media,  there  is 
a  lot  more  money  to  be  made  from 
plain  old  newsprint.  W 
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Financial  Services  The  big  got  bigger  last  year  as  asset 
managers  sought  to  increase  fee  income.  There's  more  to  come. 


AX  A  FINANCIAL  ► 


SHAREPOPPER 


BY  BERNARD  CONDON 

Talk  about  a  victim  of  success. 
Four  years  ago  Edward  Miller 
was  next  in  line  for  the  top  spot 
at  Chase  Manhattan  but  too  eager  to 
run  his  own  shop  to  wait  for  his  boss  to 
leave.  So  he  took  the  top  job  at  Axa  Fi- 
nancial. Shares  of  the  troubled  insurer 
have  since  risen  threefold.  But  now  so 
impressed  is  Axa  Group,  the  French  in- 
surer that  owns  60%  of  his  company, 
that  it's  buying  up  the  rest  of  the  shares. 
Miller  will  be  back  where  he  started, 


without  a  company  to  call  his  own. 

The  timing  is  unfortunate.  Axa  Fi- 
nancial, formerly  Ea^itable  Cos.,  is  dis- 
appearing just  as  Miller  was  getting  the 
recognition  he  so  deserves.  Its  stock  is 
trading  hands  at  16  times  earnings,  a 
fifth  higher  than  that  of  the  average  in- 
surer. Investors  are  starting  to  see  that 
Miller  really  is  turning  his  7,500  sales 
representatives  from  peddlers  of  insur- 
ance policies  into  financial  planners  to 
the  affluent.  The  results  so  far:  The  first 
group  of  220  to  undergo  training  in- 


creased their  sales  31%. 

The  question  now  is  whether  Miller 
will  duplicate  those  results  throughout 
his  sales  force.  He  might  just  pack  up 
and  leave,  if,  at  60,  he  can  land  another 
job  with  a  stock  by  which  to  measure 
his  performance. 

When  he  took  his  present  job  in 
July  1997  the  35-year  banking  veteran 
was  smart  enough  not  to  tinker  much 
with  two  profitable  businesses  in  which 
his  company  held  majority  shares:  Al- 
liance Capital,  which  runs  mutual 
funds,  and  Donaldson,  Lufkin  &  Jen- 
rette,  the  junk  bond  underwriter.  The 
insurance  business  was  another  matter. 

The  difficulty  of  turning  hard-sell 
insurance  hawkers  into  handholding 
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Milter  thriller: 
Now  that  he's 
gotten  his 
stripes,  will 
Edward  Miller 
leave  before 
finishing  the 
job? 
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writers  of  financial  plans  had  tripped 
up  other  companies  before,  notably 
Prudential.  And  those  policy  pushers 
who  do  reinvent  themselves  often 
leave  to  go  out  on  their  own.  Inde- 
pendent planners  still  dominate  the 
business. 

Miller  borrowed  a  technique  from 
his  banking  days  orchestrating  the  merg- 
ers that  brought  together  Manufacturers 
Hanover,  Chemical  and  Chase:  Involve 
members  of  the  old  guard  in  debating 
strategy  so  they  feel  they  are  making  the 
tough  decisions.  Miller  included  sales- 
men in  a  200-person  team  responsible 
for  everything  from  designing  a  new 
brokerage-cum-checking  account  to  de- 
ciding whether  to  change  the  company's 
141 -year-old  name.  Assets  under  that 
new  account,  which  allows  customers  to 
track  all  their  investments,  have  risen  to 
$2.6  billion  from  $100  million  a  year  ago. 
Turnover?  The  company's  retention  rate 
for  newly  recruited  planners  is  double 
the  industry's  average. 

So  who  are  these  foreigners  taking 
over  the  company?  The  Paris-based  Axa 
was  run  for  years  by  the  colorful  Claude 
Bebear,  known  for  taking  down  big 
game  in  Africa  and  insurers  everywhere 
else.  He  paid  just  $1  billion  for  his  Eq- 
uitable stake  in  1991. 

The  deals  earlier  this  year  add  to 
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American  Express 

150 

18.1 

7.7 

13.9 

14.8 

15.1 

24,798 

2,739 

17.2 

11.0 

31.2 

AXA  Financial 

10.2 

8.8 

15.4 

-29.1 

31.8 

-26.1 

8.718 

776 

22.8 

8.9 

52.5 

Capital  One  Financial 

12.5 

11.5 

41.1 

36.9 

28.4 

30.1 

4,951 

439 

22.4 

8.9 

65.1 

Citigroup 

10.3 

12.0 

9.7 

13.8 

NA 

NA 

101,043 

13,156 

27.5 

13.0 

53.4 

Dain  Rauscher 

13.8 

18.4 

13.6 

28.9 

NM 

75.3 

1,198 

93 

23.1 

7.8 

20.7 

AG  Edwards 

21.4 

23.3 

18.1 

26.8 

23.5 

40.1 

3,052 

400 

25.5 

13.1 

0.0 

Franklin  Resources 

19.9 

19.5 

13.6 

3.4 

14.8 

34.9 

2,340 

562 

36.9 

24.0 

10.1 

Lehman  Bros  Hoiding 

7.1 

8.1 

13.8 

36.8 

51.0 

89.7 

24,735 

1.678 

17.4 

6.8 

81.1 

MBIA 

11.6 

13.1 

19.2 

9.0 

3.4 

76.4 

1,030 

519 

63.9 

50.4 

13.1 

MBNA 

14.9 

14.8 

28.2 

20.0 

28.2 

26.9 

7,421 

1,208 

38.6 

16.3 

48.3 

Merrill  Lynch 

10.2 

10.1 

15.4 

25.7 

16.1 

57.7 

42,479 

3,671 

24.0 

8.6 

74.2 

Morgan  Stanley  DW 

12.7 

17.8 

17.1 

32.4 

33.8 

38.5 

43,593 

5,881 

26.8 

13.5 

62.9 

T  Rowe  Price 

33.8 

35.9 

23.3 

22.2 

30.0 

31.9 

1,206 

284 

43.8 

23.5 

25.0 

Providian  Financial 

40.7 

26.7 

42.8 

58.4 

42.21 

22.3 

5,507 

597 

19.4 

10.8 

35.5 

Raymond  James  Finl 

21.1 

21.1 

23.5 

37.8 

17.4 

51.7 

1,699 

125 

13.5 

7.4 

6.4 

Charles  Schwab 

28.8 

25.2 

28.4 

57.4 

30.2 

29.1 

6,799 

750 

24.2 

11.0 

16.4 

State  Street 

18.8 

209 

20.1 

20.1 

23.2 

44.6 

5,543 

697 

15.9 

12.6 

28.3 

Stilwell  Financial 

51.62 

81.9 

48.81 

108.8 

NA 

156.9 

2,103 

609 

49.1 

29.0 

0.0 

'Four-year  average.  2Three-year  average.  NA:  Not  available.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
Sources:  Forbes:  Market  Guide  via  FactSet  Research  Systems. 
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that  record.  In  June  Axa  Financial, 
through  Alliance,  bought  value-ori- 
ented money  manager  Sanford  Bern- 
stein just  as  market  sentiment  shifted 
away  from  growth  stocks.  It  then  sold 
Donaldson,  Lufkin  &  Jenrette  for  a  de- 
cent three  times  book  value  at  a  time 
when  the  junk  bond  market  was  about 

Industi 


►  Expect  more  con- 
solidation in  the 
asset-management 
field,  like  Charles 
Schwab's  purchase 
of  US  Trust. 
s»  Henry  McVey  of 
Morgan  Stanley 
Dean  Witter  sug- 
gests a  safe  haven,  should  markets  get  too  bumpy: 
Neuberger  Berman,  which  focuses  on  high-net- 
worth  clients.  Its  shares  more  than  tripled  last  year. 
*>■  Investment  banks  are  being  asked  to  take  on 
more  risk  in  syndicated  loans  and  fixed-income 
deals.  So  look  for  returns  on  equity  to  come 
down.  "A  smaller  company  like  Lehman  will  need 
to  partner,"  says  Salil  Mehta  of  Second  Curve 
Capital.  "Pressure  is  building." 

►  Big  winners  in  credit  cards  this  year:  Capital  One 
and  Providian,  "the  best  in  valuing  customers  and 
pricing  their  cards,"  says  Moshe  Orenbuch,  an 
analyst  at  Credit  Suisse  First  Boston. 
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to  collapse.  (A  tax  charge  for  the  dea 
threw  12-month  sales  and  profil 
growth  figures  in  our  table  into  nega 
tive  territory.  A  gain  on  the  sale  will  bi 
booked  later.)  Getting  rid  of  Axa  Finan 
cial  by  buying  out  shareholders  her 
however,  is  more  controversial. 

"Equitable  was  Axa's  best  deal,"  say 
Colin  Devine,  an  analyst  at  Sal 
omon  Smith  Barney.  "Buyinj 
back  the  U.S.  company  will  b< 
the  worst." 

While  analysts  beat  thei 
chests  over  the  possibility  tha 
Miller  may  quit,  the  deal  doe 
have  its  benefits.  For  all  hi 
dealmaking  at  Chase,  Mille 
has  engaged  in  very  little  terri 
torial  expansion  since  taking 
over  at  Axa  Financial.  Thi 
Parisians  may  have  been  reluc 
tant  to  allow  him  to  do  big  U.S 
deals  for  fear  he  would  diluti 
their  stake  in  the  process 
Miller  has  increased  Axa  Fi 
nancial's  assets  70%  to  $22( 
billion  the  hard  way  by  selling 
more  products.  Should  he  de 
cide  to  stick  around  he  coul< 
add  just  as  much  again  in  a  sin 
gle  move.  Possible  targets?  Lin 
coin  National,  American  Gen 
eral  and  John  Hancock.  I 
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Food  Distributors  Gasual  dining— table  service  and  a  modest 
$IO-to-$25  tab—will  be  the  hot  sector,  even  in  a  slowing  economy. 


presided  over  the  past  12  quarters  i 
which  the  $2.2  billion  (sales)  outfit  ha 
beaten  The  Street's  earnings  estimate 
McDougall's  secret?  Mastering  the  be 
sics  of  casual  dining:  good  food,  heft 
portions  and  moderate  prices — und« 
$16  for  the  average  meal,  a  dollar  belo 
the  typical  tab  at,  say,  an  Outbac 
Steakhouse. 

While  Brinker's  same-store  sales  ha' 
been  rising  an  average  of  3.7%  a  year,  cu 
tomers  have  been  racing  for  the  exits 
joints  like  privately  owned  Bennigan's  ari 
Houlihan's,  which  have  suffered  froi 
stale  menus  and  poor  service. 


BRINKER  INTERNATIOh 

RED-HOT 

BY  LEA  GOLDMAN 

Only  a  lucky  few  companies  ex- 
perience that  defining  mo- 
ment when  a  brand  is  appro- 
priated by  a  pop  culture  icon.  E.T. 
gobbled  up  Reese's  Pieces.  Jerry  Sein- 
feld loved  Junior  Mints.  For  Brinker 
International,  the  Dallas-based  owner 
of  nine  restaurant  chains,  the  moment 
came  after  the  1999  release  of  the 


CHILI'S 

hugely  successful  Austin  Powers  se- 
quel, The  Spy  Who  Shagged  Me.  In  the 
film  a  hefty  Scots  Guard  named  Fat 
Bastard  warbles  in  a  thick  brogue,  "I 
want  my  baby  back  ribs!"  That  just 
happens  to  be  the  jingle  for  Brinker's 
Chili's  Grill  &  Bar  restaurants. 

Yet  another  sign  of  good  times  for 
Chief  Executive  Ronald  McDougall,  58, 
an  18-year  Brinker  veteran  who  has 


^  now,  it  can  do  almost  anything 


in  fact,  buy  it  today  and 
it'll  cut  its  price  in  half. 
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McDougall's  record  is  all  the  more 
remarkable  considering  he  juggles  nine 
distinct  chains,  including  the  Mexican- 
themed  On  the  Border  and  the  family- 
style  Macaroni  Grill.  Delegation  is  a  key 
part  of  the  current  strategy — a  lesson 
McDougall  learned  the  hard  way  five 
years  ago. 

Operating  then  with  a  central  man- 
agement team  that  ran  all  the  chains, 
Brinker  had  put  in  a  companywide 
cost-cutting  program,  making  portions 
smaller  everywhere.  When  customers 
complained  and  began  going  else- 
where, McDougall  replaced  the  one- 
size-fits-all  approach  with  decentraliza- 
tion: Each  chain  got  performance  goals, 
but  could  meet  them  any  way  it 
wanted.  The  newly  separate  teams 
beefed  up  portions  again  and  increased 
productivity  by  rejiggering  menus  and 
focusing  on  staff  training.  "They're  now 
more  like  local  entrepreneurs,"  Mc- 
Dougall says.  The  customers  returned. 

Working  on  the  big  picture,  Mc- 
Dougall scuttled  concepts  that  didn't 
click,  like  Kona  Ranch  and  Grady's 
American  Grill — steak  and  seafood 
eateries  that  competed  with  bigger 
chains  like  Outback  Steakhouse  and 
Darden's  Red  Lobster.  He  replaced  them 
with  Eatzi's,  a  meals-to-go  operation, 
and  Big  Bowl,  which  features  pan-Asian 
cuisine.  Neither  of  these  markets  is 
served  by  other  big  chains.  To  enhance 
same-store  sales,  the  bread-and-butter 
of  any  eatery,  McDougall  has  developed 


take-out  counters  in  Chili's  and  other 
traditional  sit-down  establishments. 

But  Brinker's  real  cash  cow  is 
Chili's,  representing  699  of  the  1,060 
restaurants  in  the  company's  portfolio. 
While  other  chains  boast  regional  out- 
fits, Chili's  runs  national  commercials 
featuring  animated  chili  peppers  and 
hip,  young  customers.  (Never  mind 
that  its  customers  are  primarily  aging 
baby  boomers.) 

With  analysts  dubbing  Brinker 
"the  mutual  fund  of  casual  dining," 
McDougall  has  reason  to 
savor  the  moment.  Last 
year  Brinker  increased 
revenues  16%,  with  net 
income  rising  38%  to 
$118  million.  Brinker 
stock  recently  closed  at 
$42,  up  99%  since  the 
beginning  of  the  year. 

But  wisely,  Mc- 
Dougall isn't  smug  about 
any  of  this.  He's  con- 
cerned about  the  cost  of 
incentives  like  bonuses, 
travel  and  stock  he  has  to 
offer  to  snag  workers  in 
this  strong  economy. 
Congress  is  considering 
a  minimum  wage  hike. 
And  beef  prices  have 
risen  12%  over  the  past 
three  years. 

Could  an  economic 
slowdown  mean  leaner 


times  for  Brinker?  People  with  les: 
disposable  income  probably  wouldn' 
eat  out  as  much.  "But  cooking  has  re 
ally  become  a  lost  art,  and  time  is  stil 
an  issue,"  says  Janice  Meyer,  a  restau 
rant  analyst  at  Credit  Suisse  Firs 
Boston. 

So  with  diverse  menus  offering 
everything  from  fajitas  to  fettuccine 
McDougall  is  banking  on  repeat  cus 
tomers  even  if  the  market  sours.  Th< 
way  he  sees  it,  a  moment  on  the  lips 
forever  on  the  income  statement.  f 
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'*■  Even  if  the  economy 
slows,  don't  expect  the 
restaurant  industry  to 
suffer  that  much.  "It's  not 
just  a  money  issue,  as  long 
as  unemployment  stays 
low,"  says  Credit  Suisse 
First  Boston  restaurant 
analyst  Janice  Meyer. 

"People  are  still  working,  they're  still  pressed  for  time. 
Just  because  you  pay  more  for  gas  doesn't  mean  you 
won't  pay  for  dinner  out." 

Want  a  martini  with  that  hot  dog?  Watch  for  casual 
dining  outfits  like  Red  Lobster  and  Olive  Garden  to 
begin  pushing  more  alcoholic  drinks.  Not  only  will  that 
increase  the  average  check  size,  but  it  will  also  lure 
more  eaters  during  evening  hours.  Chili's  already 
heavily  flogs  margaritas. 

*-  Playing  to  the  needs  of  busy  professionals  and  fol- 
lowing the  model  of  fast-food  chains,  more  full-service 
outfits  like  Outback  Steakhouse  and  Bennigan's  will 
begin  to  offer  take-out  options. 
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12.6 

5.0 

1,598 

42 

7.4 

2.6 

32.3 

Darden  Restaurants 

0.8 

14.7 

3.1 

8.2 

NM 

31.8 

3,790 

186 

11.8 

4.9 

18.3 

Jack  in  the  Box 

19.4 

22.1 

10.3 

12.1 

49.21 

30.8 

1,633 

100 

12.5 

6.1 

51.8 

McDonald's 

12.7 

13.0 

9.3 

7.0 

9.2 

14.0 

14,026 

2,012 

29.9 

14.3 

35.7 

Outback  Steakhouse 

25.8 

24.4 

20.7 

18.3 

20.71 

15.9 

1,858 

140 

16.9 

7.5 

1.3 

Performance  Food 

11.4 

10.0 

34.9 

26.0 

20.0 

32.3 

2,480 

25 

2.5 

1.0 

33.9 

Royal  Ahold 

8.3 

5.7 

22.3 

26.7 

12.3 

32.0 

28,759 

502 

6.7 

1.7 

33.3 

Safeway 

18.4 

12.7 

13.8 

18.8 

30.5 

18.3 

31.896 

1,098 

9.8 

3.4 

51.4 

Supervalu 

18.9 

9.1 

3.6 

30.9 

33.8 

9.8 

23,191 

258 

4.0 

1.1 

51.5 

Sysco 

16.4 

18.5 

9.5 

11.8 

14.3 

28.9 

20,006 

484 

5.5 

2.4 

29.2 

Wendy's  International 

18.7 

12  0 

7.3 

9.0 

7.7 

34.9 

2,198 

176 

18.4 

8.0 

28.5 

'Four-year  average.  2Three-year  average  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
Sources:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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Food,  Drink  &  TobaCCO  More  people  are  dining  out, 
reducing  demand  for  some  supermarket  food  products.  A  weak 
pricing  environment  is  hurting  foodmakers'  sales  and  profits. 


WM.  WRIGLEY  JR.  CO> 


GETTING  UNSTUCK 


BY  WILLIAM  HEUSLEIN 

The  new  guy  leading  the  world's 
largest  chewing  gum  maker  is 
biting  off  a  big  challenge.  "I  see 
my  role  as  taking  a  late- 19th-century 
company  and  bringing  it  into  the  21st 
century  with  guns  blazing,"  William 
Wrigley  Jr.  says  in  a  rare  interview  in  his 
16th-floor  office  off  the  Chicago  River. 

Now,  admittedly,  that  doesn't  mean 
abandoning  Wrigley's  Spearmint,  Dou- 
blemint  or  Juicy  Fruit — trademark 
brands  at  the  109-year-old  company. 
Or  even  icons  of  the  1970s,  like  Big  Red 
and  Freedent. 

No,  Bill  Jr.,  the  fourth-generation 
scion  of  this  eponymous  company,  is 
thinking  more  along  the  lines  of  gum 


pellets,  the  hard-coated  lozenges  pop- 
ular in  Europe.  And  a  few  so-called 
health  care  products,  including  Sur- 
pass antacid  gum,  due  out  in  Febru- 
ary, and  maybe  tooth-whitening  or 
cough-suppressant  gum.  Perhaps  even 
a  product,  one  day,  to  compete  with 
Altoids  and  Certs. 

"Mints?"  asks  Wrigley.  "Highly 
likely." 

Radical  stuff  for  a  company  that  de- 
rives its  entire  $2.2  billion  in  sales  from 
a  single  product.  But  a  necessary  move, 
even  in  so  profitable  a  business,  with 
operating  margins  of  24%  and  net  in- 
come of  $324  million  in  the  past  12 
months.  Wrigley,  while  it  sells  in  1 50 
countries  and  controls  about  half  the 


global  market,  was  losing  touch  with 
domestic  demand — particularly  with 
American  kids — and  that  was  reflected 
in  increasingly  lower  revenue  growth  in 
recent  years. 

"Our  sales  were  in  serious  decline, 
especially  in  the  U.S.,"  Wrigley  says. 
"We  really  hadn't  been  building  for  the 
future  as  much  as  we  should  have." 

That  all  changed  in  March  1999, 
when  longtime  company  Chief  William 
Wrigley  died  unexpectedly  at  age  66 
from  a  brief  bout  of  pneumonia  while 
recuperating  from  a  fractured  hip.  Sud- 
denly, Bill  Jr.,  then  35,  had  to  step  in.  He 
had  been  working  full  time  at  the  com- 
pany since  1985,  focused  mainly  on  in- 
ternational expansion.  Now  it  was  time 


Food,  Drink 
&  Tobacco 

PROFITABILITY 

RETURN  ON  CAPITAL  % 

GROWTH 

SALES  %              EARNINGS  PER  SHARE  % 

SALES 

($■11) 

NET 
INCOME 

($■11) 

OPER 
MARGIN 

% 

PROFIT 
MARGIN 

% 

DEBT/ 
CAPITAL 

% 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

latest 
12  mos 

latest 
12  mos 

latest 
12  mos 

latest 
12  mos 

latest 

Anheuser-Busch  Cos 

15.0 

16.8 

3.0 

5.1 

10.2 

15.6 

12,191 

1,533 

26.8 

12.6 

47.7 

Brown  Forman 

19.7 

19.5 

5.5 

4.2 

8.2 

10.2 

1,910 

229 

22.5 

12.0 

3.4 

Gadbury  Schweppes 

14.1 

18.7 

0.9 

8.9 

16.3 

138.0 

6,183 

869 

20.2 

14.1 

11.2 

Campbell  Soup 

34.2 

42.3 

1.1 

-1.7 

5.6 

-0.6 

6,277 

683 

23.4 

10.9 

74.6 

Coca-Cola 

40.7 

17.7 

3.4 

6.0 

NM 

-38.7 

20,486 

1,890 

19.9 

9.2 

7.6 

Constellation  Brands 

9.4 

7.6 

21.3 

21.4 

22.02 

38.6 

2,412 

89 

9.4 

3.7 

63.2 

Adolph  Coors 

8.2 

10.9 

4.4 

8.8 

13.7 

22.6 

2,179 

110 

13.4 

5.0 

9.4 

Flowers  Industries 

11.7 

8.8 

32.9 

2.3 

-22.3 

D-P 

4,328 

55 

11.3 

1.3 

59.4 

HJ  Heinz 

15.8 

19.5 

2.3 

1.4 

NM 

93.0 

9,380 

885 

16.8 

9.4 

68.3 

Hormel  Foods 

14.9 

17.3 

2.1 

9.1 

7.8 

16.3 

3,620 

169 

9.0 

4.7 

16.4 

Lancaster  Colony 

23.4 

23.0 

6.9 

4.3 

10.0 

6.8 

1,108 

98 

17.6 

8.9 

0.6 

McCormick  &  Co 

15.7 

23.4 

2.7 

4.7 

13.6 

39.7 

2,064 

134 

13.3 

6.5 

39.9 

PepsiCo 

15.6 

20.1 

3.3 

-9.9 

12.3 

9.4 

19.708 

2,062 

20.3 

10.5 

24.9 

Philip  Morris  Cos 

24.7 

30.9 

2.8 

4.3 

8.7 

44.0 

63,328 

8,356 

25.5 

13.2 

38.5 

Pilgrim's  Pride 

12.5 

11.5 

8.8 

10.5 

10.62 

-19.6 

1,499 

52 

7.8 

3.5 

29.4 

Sara  Lee 

19.9 

31.9 

NM 

-8.6 

11.4 

13.4 

17,727 

1,218 

13.3 

6.9 

57.1 

Smithfield  Foods 

11.4 

7.7 

23.8 

27.7 

27.4 

-3.8 

5,630 

135 

7.7 

2.4 

49.5 

Suiza  Foods 

10.5 

10.3 

41.0 

24.2 

35.2 

14.7 

5,396 

111 

9.1 

2.1 

61.7 

USTInc 

89.9 

75.8 

3.8 

4.2 

6.2 

5.9 

1,517 

445 

52.1 

29.3 

70.4 

Wm  Wrigley  Jr 

28.3 

27.4 

5.1 

3.2 

7.6 

8.0 

2,147 

324 

23.8 

15.1 

0.0 

2Three-year  average.  O-P:  Deficit  to  profit.  NM:  Not  meaningful.  For  further  explanation,  see  page  96.  Sources:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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Chewing  it 
over:  Bill 
Wrigley  Jr.  is 
shaking  up  a 
109-year-old, 
single-product 
company. 


IndustryBUZZ 

*■  Look  for  the  torrid  pace  of  consoli- 
dation to  slow.  Among  the  big  deals 
announced  last  year:  Unilever/Best- 
foods, Philip  Morris/Nabisco, 
PepsiCo/Quaker  Oats,  General 
Mills/Pillsbury,  Keilogg/Keebler. 
s>  Who's  left  to  buy  up?  Prudential 
Securities  food  analyst  John  McMillin 
thinks  that  Ralston  Purina  and  Hain 
Celestial  are  ripe  for  picking  off.  Plus 
Procter  &  Gamble's  food  division, 
"which  they're  unsure  what  to  do 
with,"  he  says. 

>  Reversal  of  fortune:  Philip  Morris 
stock,  a  former  "Dog  of  the  Dow," 
increased  77%,  recapturing  most  of 
the  ground  it  lost  in  1999. 

*»  Despite  the  $145  billion  Florida 
punitive  damage  judgment  against  the 
tobacco  industry,  investors  are  moving 
into  the  sector,  lured  by  low 
price/earnings  multiples  and  hefty  div- 
idend yields.  R.J.  Reynolds  Tobacco 
Holdings  stock  rose  160%  last  year. 

>  Pass  the  suds:  Anheuser-Busch 
should  continue  to  benefit  this  year 
from  price  hikes  and  a  dramatic  reduc- 
tion in  discounting  practices.  Its  stock 
rose  34%  in  2000. 

200  Ratio  scale,  12/1/99=100 
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think  bigger.  "We  became  very  insu- 
:  and  very  inward-focused,  to  the 
tint  where  we  really  weren't  listening 
our  customers  very  hard,"  he  muses, 
me  for  some  fresh  faces. 

Acknowledging  that  the  company 
is  "not  a  one-man  show,"  Wrigley 
opped  around  for  brand  talent  from 
e  outside.  He  hired  Ronald  Waters 
)m  Gillette  as  chief  financial  officer, 
id  from  Procter  &  Gamble  he 
agged  two  high-level  marketing  exec- 
ives:  Peter  Hempstead  and  Gary  Mc- 
tllough,  the  gum  maker's  first 
rican-American  in  a  senior  post. 

"This   company   right   now  is 


stronger  than  it's  ever  been  before, 
from  a  people  standpoint,"  says 
Wrigley.  Most  everything,  he  insists,  is 
up  for  intensive  review — new  products, 
packaging,  advertising. 

He's  doing  something  right.  Third- 
quarter  2000  net  income  jumped  8% 
from  a  year  earlier,  to  $84  million.  Total 
sales  rose  5%  in  the  quarter,  but  would 
have  been  up  1 1%  in  constant  currency 
(60%  of  Wrigley' s  sales  are  overseas). 

There  is  plenty  of  room  for  aggres- 
sive growth.  Wrigley  has  a  squeaky  clean 
balance  sheet,  with  zero  long-term  debt 
and  nearly  $600  million  in  working  cap- 
ital. Over  the  past  year  the  company  has 


bought  back  $250  million  worth  of  its 
stock  and  will  continue  to  buy  more. 
But  an  acquisition  isn't  totally  out  of  the 
question — even  though  Wrigley  has 
bought  only  one  company  (Amurol 
Confections)  in  the  81  years  since  it 
went  public. 

Look  for  more  marketing  support 
of  existing  brands,  including  Eclipse — a 
high-margin,  sugar-free  gum  in  pellet 
form — as  the  company  raises  its  budget 
from  14%  of  sales  to  as  high  as  18%. 

"We're  breathing  some  life  and 
some  energy  into  this  company,"  says 
Wrigley.  And  he  ain't  just  blowing 
bubbles.  F 
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Forest  Products  &  Packaging  it  s  going  to  be 

another  tough  year  in  this  sector.  Two  big  clouds: 
Overcapacity  and  the  impact  of  asbestos  litigation. 


SEALED  AIR  CORP.^ 

POP  ICON 


BY  MARY  ELLEN  EGAN 

To  commemorate  the  40th  an- 
niversary of  bubble  wrap,  execu- 
tives from  the  company  that  in- 
vented it,  Sealed  Air  Corp.,  unveiled 
"Gourdzilla,"  an  815-pound  pumpkin 
swathed  in  the  stuff.  They  dropped  it  33 
feet  from  a  crane;  it  survived  intact. 

The  stunt  cracked  up  Chief  Execu- 
tive William  V.  Hickey,  56,  a  20-year 
Sealed  Air  veteran  who  has  other  rea- 
sons to  be  happy.  Sales  of  the  Saddle 
Brook,  N.J. -based  packaging  firm  have 
grown  at  an  average  annual  rate  of 
14%  for  the  past  five  years.  Earnings 
for  the  past  12  months  were  $223  mil- 
lion; revenue  grew  5%  to  $2.9  billion. 

ryBUZZ 


Its  five-year  average  return  on  capi- 
tal— earnings  as  a  percentage  of  mar- 
ket capitalization  plus  debt — is  9%, 
and  its  debt  is  one  of  the  lowest  in  the 
packaging  industry,  a  comfortably  low 
26.7%  of  capital. 

Hickey's  formula  for  success  is  sim- 
ple: Acquire  companies  or  invent  prod- 
ucts that  let  Sealed  Air  provide  clients 
with  a  full  packaging  system  and  stamp 
out  bureaucracy  and  wasteful  spending. 
The  1983  acquisition  of  Cellu  Products 
Co.  and  its  Dri-Loc  technology — the  ab- 
sorbent pads  that  sit  at  the  bottom  of 
meat  and  poultry  packages — gave  Sealed 
Air  its  entree  into  food  packaging.  It  ex- 
tended the  foray  by  buying  the  Cryovac 


200  Ratio  scale,  12/1/99=100 
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►  Stock  prices  in  the  paper  sector  are  trading  around  30% 
to  50%  below  their  52-week  highs.  Several  small  paper 
businesses  filed  for  bankruptcy  protection  last  year. 

►  Despite  increasing  merger  and  consolidation  activity, 
there's  simply  too  much  paper  capacity  to  sustain  any  kind 
of  stable  pricing. 

►  Industry  giant  International  Paper  plans  to  cut  1.2  million 
tons  of  capacity  at  four  U.S.  mills. 

►  Demand  is  particularly  soft  for  printing  and  writing  pa- 
pers, with  prices  dipping  below  1998  levels. 

The  only  part  of  the  sector  doing  well:  pulp  and  newsprint.  Prices  for  these  key  items 
began  to  firm  late  last  year  and  should  continue  to  do  so  through  the  first  quarter. 

►  Look  for  more  consolidation  this  year,  following  Georgia-Pacific's  $10.8  billion  acquisi- 
tion of  tissue  giant  Fort  James  and  IP's  $9.6  billion  purchase  of  Champion  International. 
Both  deal  values  include  the  assumption  of  debt. 

►  Asbestos  litigation  forced  Owens  Corning  to  seek  bankruptcy  protection  in  October, 
and  other  companies  are  expected  to  follow.  Crown  Cork  &  Seal's  stock  has  dropped  to 
$3  from  $24  in  less  than  a  year.  Owens-Illinois  shares  are  down  to  $4  from  $24. 

►  Another  big  problem:  In  the  1990s  packaging  companies  leveraged  up  to  consolidate, 
thinking  they  could  clean  up  their  balance  sheets  and  finally  make  some  real  money.  It 
didn't  happen.  "They'll  have  to  wait  ten  years  for  the  industry  to  turn  around,"  says 
Lehman  Brothers  analyst  Joel  Tiss. 


division  from  W.R.  Grace  in 
1998.  Now  the  company 
produces  the  trays,  pads  and 
shrink  wrap  for  such  clients 
as  Tyson  Foods,  the  world's 
largest  poultry  producer. 

Penny-pinching  is  an- 
other key  to  Sealed  Air's 
success.  In  a  company  of 
more  than  17,000  employ- 
ees worldwide,  it  employs  a 
mere  40  employees  at  its 
headquarters.  The  corpo- 
rate relations  department  is 
one  man,  Ryan  Flanagan. 
No  corporate  jet  for  this 
outfit.  Traveling  executives 
stay  at  Holiday  Inns,  and  it 
wasn't  until  last  year  that 
corporate  headquarters 
was  purged  of  decor  dating 
back  to  the  mid-1970s. 

Only  two  layers  of  exec- 
utives separate  the  firm's 
110  plant  managers  from 
Hickey,  who  routinely  calls 
them  directly  and  still 
makes  sales  calls  himself.  He  has  alsi 
made  sure  that  the  firm's  8,000  U.S 
employees  have  Sealed  Air  stock. 

.The  company's  founders,  Ameri 
can  engineer  Alfred  W.  Fielding  am 
Swiss  inventor  Marc  A.  Chavanne5 
originally  set  out  in  the  late  1950s  1 
develop  greenhouse  insulation.  Wha 
they  came  up  with  was  bubble  wrap 
they  formed  the  resulting  compan 
almost  as  an  afterthought. 

For  its  first  five  years  Sealed  Ai 
dealt  solely  in  bubble  wrap,  befor 
branching  out  into  envelopes,  padde< 
mailers,  paper  and  foam  packaging  ma 
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terials,  and  food  and  medical  packaging 
services.  "Our  view  is  that  if  you  take 
care  of  your  customers,  run  the  busi- 
ness correcdy  and  invest  prudentiy,  the 
earnings  will  flow,"  says  Hickey. 

He  proudly  points  out  that  in  its  40- 
year  history,  Sealed  Air  has  seen  its 
profits  decline  only  twice:  during  the 
1973  oil  crisis  and  the  1982  recession. 

If  there's  a  cloud  on  Sealed  Air's 
horizon,  it's  from  the  purchase  of  W.R. 
Grace's  Cryovac  packaging  division 
two  years  ago  for  stock  and  $1.2  billion 
in  cash.  Wall  Street  worries  that  because 
Grace  faces  asbestos  litigation  from  in- 
sulation products  it  stopped  making  by 
1973,  Sealed  Air  could  be  exposed,  too. 
Its  stock,  in  fact,  has  fallen  to  $33  from 
$60  in  1 1  months,  largely  because  of  as- 
bestos jitters. 

But  Hickey  dismisses  such  con- 
cerns. Because  the  Cryovac  division  was 
spun  off  from  Grace's  chemical  opera- 
tions and  not  from  the  unit  that  pro- 
duced insulation,  he  says,  Sealed  Air  is 
insulated  from  asbestos  spillover.  The 
company's  lawyers  specifically  struc- 
tured the  deal  with  that  in  mind. 

Looking  forward,  Hickey  says  the 
company  will  continue  to  develop  or  ac- 
quire new  products  and  expand  its 
global  presence.  Recently  the  company 
added  plants  in  New  Zealand  and  Israel, 
and  made  a  major  investment  in  a  pack- 
aging company  in  the  Czech  Republic. 
Sealed  Air  also  owns  profitable  compa- 
nies in  Russia  and  China,  and  today  its 
products  reach  80%  of  the  world's  pop- 
ulation. Knowing  Hickey,  the  remaining 
20%  will  soon  be  under  wrap.  F 
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tail 

6.3 

6.7 

6.0 

-2.7 

48.52 

6.0 

3,533 

69 

12.7 

1.9 

59.3 

lemis 

12.2 

12.2 

6.8 

8.7 

7.9 

19.6 

2,049 

130 

16.7 

6.4 

35.8 

ihesapeake 

15.6 

18.7 

NM 

-12.1 

26.0 

108.6 

1,014 

166 

9.4 

16.3 

45.2 

ieorgia-Pacific 

6.6 

9.4 

4.4 

32.8 

NM 

26.6 

21,296 

705 

13.4 

3.3 

47.5 

lead 

5.8 

6.7 

-5.0 

10.4 

-13.21 

52.7 

4,111 

237 

17.0 

5.8 

30.2 

•eaied  Air 

9.0 

8.0 

14.2 

4.8 

5.5 

2.2 

2,946 

223 

23.2 

7.6 

26.7 

onoco  Products 

11.1 

11.3 

NM 

15.0 

8.4 

9.8 

2,797 

181 

17.4 

6.5 

43.0 

emple-lnland 

4.1 

7.3 

4.1 

13.8 

-17.3 

500.0* 

4,119 

219 

16.5 

5.3 

41.5 

Ifeyerhaeuser 

6.1 

7.1 

1.6 

29.1 

-8.3 

53.6 

14,949 

820 

16.1 

5.5 

32.6 

Willamette  Inds 

7.0 

9.8 

4.0 

13.0 

-11.9 

87.3 

4,426 

343 

21.8 

7.7 

36.5 

'our-year  average.  2Three-year  average.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
'ources:  Forbes;  Market  Guide  via  FactSet  Research  Systems. 
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Health  Care  Look  for  more  big  pharmaceutical  consolidations. 

Gene  research  advances  will  trigger  new  drugs  and  diagnostics. 


MEDTRONIC  ► 


PACING  THE  FIELD 


BY  ROBERT  LANGRETH 

Few  industries  are  as  frustrating  as 
the  medical -device  business.  Even 
Johnson  &  Johnson  saw  its  revo- 
lutionary cardiac  stent,  used  for  prop- 
ping open  arteries,  overtaken  by  newer 
versions  in  just  three  years.  The  field  is 
so  tough  that  many  big  drug  firms  have 
tucked  tail  and  fled  in  recent  years. 


This  makes  Medtronic's  consistent 
success  all  the  more  remarkable.  The 
Minneapolis  maker  of  pacemakers  and 
surgical  devices  has  averaged  19%  sales 
growth  and  23%  earnings  growth  over 
the  past  decade,  without  raising  prices. 
Its  share  of  the  $2.5  billion  pacemaker 
market  has  grown  from  45%  in  1989  to 
54%  today,  according  to  PaineWebber. 


It  also  leads  the  growing  mark 
for  implanted  defibrillators  fo 
averting  sudden  cardiac  arrest. 

Credit  goes  to  Medtronic' 
voracious  appetite  for  cannibali2 
ing  its  product  lines.  For  eac 
new  device  it  sells,  four  genera 
tions  of  replacements  are  ahead 
in  the  planning  stages — a  mine 
upgrade,  a  major  upgrade  an 
two  new  technologies  for  th 
longer  term.  An  amazing  70%  c 
sales  come  from  products  intrc 
duced  in  the  past  two  years. 

"That  figure  makes  it  hard  fc 
competitors  to  keep  up.  It's  a  bai 
rier  to  entry  because  you  ar 
shooting  at  a  moving  target,"  sa) 
outgoing  Chief  Executive  Wi] 
Ham  George,  58.  In  May  he  wi 
turn  over  the  reins  to  his  long 
time  right-hand  man,  Art  E 
Collins  Jr. 

Medtronic's  innovative  spir 
is  a  relatively  recent  phenome 
non.  When  George  arrived  i 
1989,  Medtronic  was  clinging  t 
its  leadership  position  in  pace 
makers  with  the  help  of  a  stron 
sales  force,  but  competitors  ha 
better  products.  It  was  only 
matter  of  time  before  they  caugl 
up.  George  boosted  researc 
spending  from  8%  to  10%  c 
sales  and,  in  addition,  set  asic 
$30  million  a  year  from  a  settk 
ment  of  a  patent  dispute  with  ar 
other  pacemaker  company  fc 
long-term  projects,  some 
which  are  just  paying  off  today. 

Almost  all  ideas  for  new  medical  d< 
vices  come  from  doctors.  So  Medtror 
ic's  engineers  and  managers  jet  arour 
the  world  in  search  of  doctors  with  su 
prising  ideas.  The  company  spenc 
$500  million  on  research,  figuring  th 
some  high-risk  projects  will  pay  off  bi 
A  decade  ago  French  neurosurgec 
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)uis-Alim  Benabid  proposed  that 
imulating  certain  parts  of  the  brain 
ith  mild  electric  jolts  might  help  treat 
irkinson's  disease.  That  radical  idea 
d  Medtronic  to  develop  Activa,  an 
lplanted  brain  stimulator  that  the 
'inpany  plans  to  introduce  early  this 
ar.  In  clinical  tests  more  than  75%  of 
>5  Parkinson's  patients  who  had  Ac- 
'a  surgically  implanted  reported  bet- 
r  motor  function  a  year  later,  includ- 
g  reduced  stiffness  and  shaking, 
edtronic  plans  to  test  similar  devices 
treat  epilepsy,  depression  and  obses- 
re-compulsive  disorder.  "We  are  cre- 
ing  an  entirely  new  field  of  medi- 
le,"  says  Scott  Ward,  who  heads  the 
m's  neurological  unit. 
The  company's  biggest  bet  is  on 
ronic  congestive  heart  failure.  Al- 
ost  5  million  Americans  suffer  from 
is  slow  and  invariably  fatal  deterio- 
tion  of  the  heart  muscle.  Until  now 
has  usually  been  treated  with  drugs, 
it  Medtronic  figures  pacemaker-like 
vices  will  play  a  role  in  the  future, 
i  first  foray  into  this  arena  is  InSync, 
device  that  synchronizes  the  two 


IndustryBUZZ 


►  Biotech  stocks  that  had  been  sizzling  with  genome  excitement  gave  up  much  of  their 
gains  late  last  year  after  worries  about  the  economy  surfaced.  But  this  year  many  re- 
search-stage biotech  firms  are  in  better  financial  shape  than  ever  before. 

►  So  look  for  the  market  to  favor  biotech  firms  that  are  flush  with  cash  from  multiple  fi- 
nancings and  are  actually  developing  their  own  drugs,  as  opposed  to  gene  discovery 
firms  that  merely  sell  data  to  partners.  Best  bets,  though  still  pricey:  Human  Genome 
Sciences,  Millennium  Pharmaceuticals,  Genentech  and  Amgen. 

►  The  big  political  issue:  Medicare  drug  benefits  and  possi- 
ble price  controls.  Some  benefit  is  probably  inevitable,  but 
don't  expect  radical  changes  this  year  to  come  out  of  a 
deeply  divided  Congress. 

►  Companies  to  watch:  Can  Glaxo  Wellcome  and  Smith- 
Kline  Beecham  make  their  long-delayed  merger  a  success? 

►  Will  Bristol-Myers  Squibb  answer  FDA  concerns  about 
the  safety  of  its  highly  touted  blood  pressure  drug  Vanlev? 
If  not,  a  merger  may  be  in  order. 
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pumping  chambers  of  the  heart,  vastly 
improving  symptoms  in  some  pa- 
tients. It  should  hit  the  U.S.  market 
sometime  late  this  year. 

Ultimately  Medtronic  aims  to  be- 
come a  service  provider.  It  is  develop- 
ing a  series  of  implanted  devices  that 
collect  data  on  heart  function,  such  as 
how  much  blood  the  heart  is  pumping, 


and  sends  the  information  wirelessly  to 
physicians'  computer  monitors.  Doc- 
tors will  benefit  by  spotting  problems 
early,  before  they  become  life-threaten- 
ing. The  financial  benefits  for 
Medtronic  could  be  huge  if  it  can  suc- 
ceed in  collecting  monthly  subscription 
fees,  AOL-style,  from  millions  of  heart 
patients  around  the  world.  F 
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bbott  Laboratories 

37.1 

31.2 

7.6 

3.6 

11.7 

11.6 

13,509 

2,697 

29.6 

20.0 

11.4 

Morgan 

9.5 

25.5 

0.1 

13.1 

14.7 

33.3 

1,600 

209 

22.9 

13.1 

24.0 

meriSource  Health 

12.5 

17.5 

19.9 

19.0 

17.9 

37.7 

11,610 

99 

1.9 

0.9 

59.4 

mgen 

36.3 

37.3 

14.1 

13.8 

25.5 

13.7 

3,605 

1,209 

49.4 

33.5 

5.3 

ecton  Dickinson 

14.5 

15.5 

6.4 

5.8 

6.0 

43.3 

3,618 

393 

23.8 

10.9 

27.8 

ristol-Mycrs  Squibb 

41.2 

44.6 

10.7 

-4.4 

10.4 

31.2 

18,840 

4,600 

35.4 

24.4 

12.1 

ardinal  Health 

11.0 

14.4 

15.0 

39.1 

22.92 

47.7 

31,025 

731 

5.0 

2.4 

30.1 

uidant 

20.1 

34.6 

23.5 

9.1 

NA 

62.2 

2,476 

461 

36.6 

18.6 

27.4 

earth  Management 

10.1 

14.2 

24.3 

16.4 

20.9 

15.3 

1,578 

168 

23.8 

10.6 

32.7 

ohnson  &  Johnson 

25.5 

24.8 

10.6 

7.2 

11.9 

33.6 

28,908 

4,663 

27.1 

16.1 

11.4 

li  Lilly 

25.7 

39.8 

11.7 

9.0 

12.6 

23.9 

10,705 

3,077 

38.0 

28.7 

31.2 

IcKesson  HBOC 

11.4 

15.5 

25.2 

13.1 

NM 

500.0+ 

38,799 

723 

1.0 

1.9 

22.2 

ledtronic 

25.3 

26.2 

23.1 

19.7 

14.4 

86.5 

5,362 

1,189 

37.7 

22.2 

0.3 

lerck 

29.0 

33.3 

17.1 

21.0 

16.5 

18.6 

37,859 

6,631 

26.4 

17.5 

14.7 

lid  Atlantic  Medical 

9.0 

18.8 

10.3 

13.7 

NM 

68.5 

1,445 

36 

4.3 

2.5 

0.0 

all 

11.0 

16.0 

7.5 

6.1 

19.72 

138.0 

1,235 

147 

23.2 

11.9 

25.5 

atterson  Dental 

22.5 

20.4 

14.5 

13.0 

20.3 

21.8 

1,094 

70 

10.7 

6.4 

0.0 

fizer 

32.42 

23.5 

15.51 

9.9 

21.7* 

-15.7 

29,002 

3,775 

31.9 

13.0 

7.0 

chering-Plough 

54.6 

43.2 

15.2 

9.1 

20.6 

16.9 

9,745 

2,358 

34.0 

24.2 

0.1 

mithKline  Beecham 

13.4 

22.3 

5.9 

3.7 

NM 

414.3 

11,925 

1,706 

24.5 

14.3 

10.3 

tryker 

10.0 

13.8 

20.1 

19.8 

-19.2 

D-P 

2,236 

198 

25.6 

8.9 

55.6 

nitedHealth  Group 

7.7 

16.4 

40.9 

7.5 

15.0 

41.9 

20,676 

683 

6.6 

3.3 

9.9 

niversai  Health 

10.9 

9.8 

22.5 

7.2 

20.5 

10.5 

2,147 

88 

13.6 

4.1 

38.6 

fellPoint  Health 

16.4 

20.9 

23.0 

212 

6.5 

22.3 

8,753 

332 

7.8 

3.8 

21.3 

our-year  average.  2Three-year  average.  D-P:  Deficit  to  profit.  NA:  Not  available.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
ources:  Forbes;  Market  Guide  via  FactSel  Research  Systems. 
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Household  Products  Priorities:  Household  product  sales  ros< 


B  LYT  H  ► 


BLYTH  SPIRIT 


BY  MICHAEL  MAIELLO 

The  company  at  the  top  of  our 
Platinum  list  this  year  sells  a 
product  that  became  obsolete 
when  Thomas  Edison  invented  the 
lightbulb.  Blyth,  America's  largest 
candlemaker,  stakes  its  $1.2  billion 
market  cap  on  the  abundant  supply  of 
people,  mostly  women,  who  crave 
what  was  once  a  necessity  but  is  now 
an  indulgence. 

Under  the  direction  of  former  lever- 
aged buyout  artist  Robert  Goergen, 
Blyth  has  boosted  its  revenues  over  the 
past  five  years  from  $331  million  to 
$1.1  billion.  Acquisitions  played  a  big 
role  here,  but  Blyth  didn't  get  where  it 
is  by  diluting  the  stock:  The  share  base 
has  scarcely  budged  over  the  past  five 
years.  That's  one  of  the  reasons  earn- 
ings per  share  have  raced  ahead  from 
55  cents  in  1996  to  a  projected  $2.06  for 
the  fiscal  year  ended  Jan.  31,  2001. 
A  member  of  our  Forbes  400  in 


1996  and  1997,  Goergen  is  the  former 
head  of  the  Sprout  Capital  Group  at 
Donaldson,  Lufkin  &  Jenrette.  In  1976 
he  teamed  with  three  investors  to  buy  a 
stake  in  Valley  Candle,  a  Brooklyn,  N.Y. 
company  with  $3  million  in  sales,  for 
$100,000.  Two  years  later  Goergen  quit 
DLJ  and  devoted  himself  to  boosting 
the  candle  company's  profits.  Since 
then  he's  acquired  15  competitors  and 
expanded  across  the  U.S.,  Mexico, 
Canada  and  Europe.  "I  just  blocked  and 
tackled  my  way  through  problems," 
says  Goergen,  62,  a  Wharton  grad  who 
peppers  his  speech  with  football 
metaphors.  In  1985  he  renamed  the 
company  Blyth,  for  his  middle  name. 

In  1990  Goergen  acquired  Colonial 
Candles  of  Cape  Cod,  which  sold  its 
wares  in  high-end  knickknack  shops 
and  through  a  direct  sales  force  called 
PartyLite — meaning,  a  candle  version 
of  the  Tupperware  party.  The  PartyLite 
sales  force  is  now  47,000  women  strong 


and  provides  half  of  Blyth's  revenue: 
"Buying  candles  is  a  social  event,"  say 
Goergen.  "It  brings  people  together. 
Blyth  also  sells  in  60,000  retail  location 
like  Wal-Mart. 

But  while  Blyth's  balance  sheet  i 
sound  and  revenue  growth  has  been  en 
viable,  Goergen  is  worried  that  the  com 
pany  hasn't  been  able  to  climb  past  il 
20%  share  of  the  U.S.  candle  marke 
Most  of  his  customers  pick  their  candle 
by  scent  and  color,  without  any  though 
to  brand.  Meanwhile,  the  market  ha 
matured.  Three  in  five  female  shoppei 
bought  candles  during  the  past  si 
months,  says  Blyth's  market  research 
Outside  of  food  items,  candles  are 
woman's  fifth  most  likely  purchase,  be 
tween  mascara  and  lipstick.  Three 
fourths  of  the  candles  sold  in  the  U.S.  ar 
scented.  A  saturation  point  is  near. 

Anticipating  this  problem,  Goerge: 
started  expanding  into  Europe,  wher 
scented  candles  make  up  just  25%  c 
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Blyth 

23.5 

18.0 

38.5 

17.2 

40.8 

19.9 

1,134 

97 

17.8 

8.5 

28.5 

Clorox 

14.8 

16.8 

6.6 

3.6 

6.4 

75.3 

4.126 

407 

23.8 

9.9 

16.0 

Colgate-Palmolive 

17.7 

24.5 

3.4 

2.5 

23.9 

15.8 

9.289 

1,038 

21.9 

11.2 

46.5 

Eastman  Kodak 

24.4 

34.1 

NM 

2.7 

10.2 

47.1 

14,233 

1,688 

23.8 

11.9 

21.2 

Estee  Lauder  Cos 

21.9 

18.8 

8.2 

9.7 

19.31 

16.3 

4,451 

326 

15.4 

7.3 

20.9 

Harman  International 

7.9 

11.7 

6.2 

11.4 

NM 

500.0* 

1,716 

75 

101.0 

4.4 

45.9 

Jones  Apparel  Group 

28.0 

14.4 

35.4 

50.3 

28.3 

27.1 

4,095 

265 

17.0 

6.5 

29.2 

Kimberly-Clark 

19.1 

23.7 

NM 

8.8 

29.21 

15.7 

13,807 

1,769 

22.7 

12.8 

23.1 

Liz  Claiborne 

17.2 

19.6 

5.8 

10.5 

21.8 

29.8 

3,027 

195 

12.8 

6.4 

33.0 

Mohawk  Industries 

14.4 

14.3 

16.3 

6.6 

53.9 

26.5 

3,232 

164 

12.6 

5.1 

43.1 

Newell  Rubbermaid 

9.3 

10.4 

8.5 

4.0 

-15.9 

377.4 

6,639 

399 

17.1 

6.0 

41.3 

NIKE 

17.3 

16.4 

12.5 

4.1 

NM 

25.1 

9,131 

589 

13.3 

6.5 

12.4 

Procter  &  Gamble  21.3 

18.8 

3.4 

3.8 

7.6 

-3.9 

40,001 

3,550 

202 

8.9 

36.1 

Scotts  10.2 

9.1 

22.0 

7.0 

24.02 

-0.9 

1,764 

73 

15.3 

4.1 

63.0 

Timberland  17.0 

30.7 

8.3 

14.8 

51.71 

79.8 

1,037 

113 

18.3 

10.9 

0.0 

Tupperware  23.4 

27.3 

-5.0 

2.2 

-18.91 

31.7 

1,071 

96 

18.7 

9.0 

70.2 

'Four-year  average.  JThree-year  average.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
Sources:  Forbes:  Market  Guide  via  FactSet  Research  Systems. 
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last  year,  but  sales  of  powdered  laundry  detergent  were  down 


o  butchers, 
d  bakers: 
obert 
oergen's 
indlemaker 
urns  brightly. 


indie  sales.  Blyth  sells  in  European 
lops  and  through  PartyLite  reps  in 
ermany,  Austria,  Scandinavia,  Italy 
id  the  U.K.  It  has  purchased  three 
uropean  candle  companies  since 
?94.  European  sales  account  for  21% 
f  Blyth's  revenues,  up  from  2%  six 
;ars  ago. 

In  the  U.S.  Goergen  has  pushed  into 
larkets  that  have  nothing  to  do  with 
ax.  In  1997  he  bought  Sterno,  a  restau- 
int  fuel  supplier,  from  Colgate- Palino- 
de. It  brings  in  6%  of  Blyth's  revenues, 
bw  Goergen  is  promising  more  acqui- 
tions.  Likely  targets  include  companies 
i  food  services,  spa-related  personal 
ire  and  gift  vendors.  F 


IndustryBUZZ 


■  Bestselling  personal  care  items  last  year:  toilet  tissue  (up    200  Ratio  scale.  12/1/99=100 
18%),  shaving  creams  (up  15% )  and  hair  styling  products 
(up  14%).  Good  news  for  Procter  &  Gamble,  S.C.  Johnson 
and  Unilever.  Big  losers:  hand  sanitizers  (down  23%)  and 
razors  (down  4.8%).  Dial  is  a  possible  takeover  target  while 
Gillette  tries  to  fight  off  stagnation. 

After  a  year  of  serial  downgrades  of  earnings  estimates, 
Merrill  Lynch  now  believes  earnings  are  close  to  bottoming. 

"You're  going  to  buy  soap  and 
toothpaste  whether  or  not  you  feel 
like  you're  living  in  flush  times." 

—  MERRILL  MANAGING  DIRECTOR  HEATHER  HAY  MURREN 
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Insurance  Watch  for  property/casualty 
stocks  and  insurance  brokerage  stocks  to 
become  safe  havens  for  investors  this  year. 
Premium  growth  will  be  the  best  in  14  years. 

MARSH  &  MCLENNAN  COS.  ► 

THE  MIDDLE  MAN 


BY  CARRIE  COOLIDGE 

Other  industries  begin  2001 
with  questionable  earnings 
growth,  but  insurance  is  ben- 
efiting from  the  end  of  a  long  price 
war.  As  insurers  expand  premium  in- 
come, Marsh  &  McLennan  Cos.  is 
poised  to  profit:  Its  Marsh  unit  is  the 
nation's  biggest  risk  and  insurance 
broker  for  corporate  clients,  raking  in 
fat  commissions. 


'  Sluggish  premium  growth  over  the  past  two  years, 
mostly  from  intense  price  competition,  is  now  rapidly  giv- 
ing way  to  stronger  gains,  says  Robert  Hartwig,  chief 
economist  at  the  Insurance  Information  Institute. 

This  year  look  for  property/casualty  insurers  to  have 
robust  premium  growth  of  7%,  up  from  5.2%  last  year,  the 
fastest  pace  in  14  years. 

Through  November  property/casualty  outfits  recorded  a 
total  return  of  nearly  31%,  compared  with  a  10.5%  decline 
in  the  S&P  500  and  a  35%  drop  in  Nasdaq. 

►  'This  is  one  of  the  few  industries  that  has  pricing  power  and 
accelerated  earnings  momentum,"  says  Brian  Meredith,  an 
insurance  analyst  at  Banc  of  America  Securities. 

Winners  this  year  will  include  Ace  Ltd.,  whose  well- 
executed  acquisition  of  Cigna's  property/casualty  business 
has  enabled  it  to  reap  the  benefits  of  a  global  platform  and 
improve  commercial  insurance  prices. 

►  In  Japan  deregulation  is  providing  great  opportunities 
for  Aflac's  supplemental  life  and  health  insurance  products. 
It'll  benefit  from  a  distribution 
system  already  in  place. 

But  the  nail  is  in  the  coffin 
at  Reliance,  which  recently  an- 
nounced it  couldn't  make  debt 
payments  of  $292  million  and 
is  on  the  verge  of  bankruptcy. 
Debt-restructuring  talks  are 
already  under  way.       — C.C. 
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Marsh  powered  past  rival  Aon  by 
acquiring  brokers  Johnson  &  Higgins 
in  1997  and  Sedgwick  in  1998,  giving 
the  company  entree  to  a  growing  mar- 
ket in  midsize  companies.  This  strategy 
was  engineered  by  then-chairman 
A.J.C.  Smith,  who  handed  the  top  job 
to  Jeffrey  W.  Greenberg  in  November 
1999.  Greenberg  played  a  key  role  in  the 
two  deals,  but  strikes  a  modest  pose:  "I 
inherited  a  great  company,"  he  says. 

For  him  insurance  is 
in  the  genes.  His  father 
is  the  legendary  Mau- 
rice (Hank)  Greenberg, 
the  longtime  chieftain 
of  American  Interna- 
tional Group.  At  AIG  Jeff 
Greenberg  climbed  the 
ranks  for  17  years  be- 
fore joining  MMC  as  a 
division  president  in 
1995.  That  marked  a  re- 
turn, for  Jeff  had  put  in 
two  years  as  a  broker  at 
Marsh  after  graduating 
from  Georgetown  Law 
School  in  1976. 

But  the  younger 
Greenberg,  once  consid- 
ered an  heir  apparent  to 
Hank,  doesn't  want  to 
talk  about  Dad.  He 
would  rather  discuss  his 
own  company,  where 
risk  and  insurance  ser- 
vices account  for  46%  of 
total  revenue.  MMC  is 
also  into  investment 
management  and  con- 
sulting. Its  Putnam  In- 


vestments unit  drives  33%  of  revenue.  I 
Mercer  unit,  the  world's  largest  benefi 
consulting  firm,  provides  21%  of  sales. 

Despite  a  wobbly  stock  market,  Pu 
nam  and  its  mutual  funds  managed  t 
increase  assets  under  management  28*: 
to  $406  billion  for  the  first  nine  month 
of. 2000  (compared  with  the  prior  yes 
period).  Mercer  also  pushed  fartht 
into  Europe.  The  insurance  arm's  opei 
ating  income  (earnings  before  intere 
and  taxes)  grew  16%  in  2000;  Putnan 
likewise,  posted  26%  earnings  growtl 
and  Mercer  logged  a  21%  rise. 

Thanks  to  its  strong  strategic  pos 
tion,  MMC  should  continue  to  impro\ 
in  the  next  few  years.  "It  should  outpe: 
form  the  market,"  says  Brian  Mereditl 
insurance  analyst  at  Banc  of  Americ 
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Securities.  "Jeff  is  taking  a  gold-plated 
organization  and  is  making  it  plat- 
inum." Since  Greenberg's  ascension  the 
stock  has  climbed  60%  to  $126  per 
share,  outpacing  the  insurance  industry 
as  a  whole. 

At  49,  Greenberg  is  the  youngest 
chief  executive  in  the  company's  129- 
year  history.  Regardless  of  his  patri- 
mony, he  has  capitalized  on  AIG's  place 
in  the  insurance  realm  as  a  GE-style 
venue  for  seasoning  ambitious  execu- 
tives. His  experience  on  both  sides  of 
commercial  insurance  offers  him  a  leg 
up.  "It  gives  me  the  ability  to  take  a 
long-range  view  of  the  company." 

Greenberg  is  finished  making  major 
acquisitions  for  now  and  has  been  fo- 
cusing on  integrating  Johnson  &  Hig- 
gins  and  Sedgwick.  Since  the  mergers, 
he  has  squeezed  $300  million  in  costs 
out  of  the  company  and  recruited  hot- 
shot executives  to  keep  it  moving. 

"Our  future  is  based  on  great  tal- 
ent," he  says.  Not  to  mention  a  clean 
balance  sheet:  Greenberg  has  used 
MMC's  robust  cash  stash  to  whittle  debt 
by  $360  million  to  $3.1  billion. 

When  his  younger  brother  Evan 
suddenly  and  mysteriously  left  AIG  in 
September,  attention  shifted  back  to  Jeff 
as  Hank's  heir  apparent.  MMC's  boss, 
though,  claims  he  has  no  plans  to  move. 
"I  couldn't  imagine  anything  better," 
Greenberg  says  with  a  grin,  "than  lead- 
ing MMC."  F 
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etals  That  rebound  in  Big  Steel  we  forecast  last  year?  Oops, 
his  year  aluminum  will  fare  much  better  in  a  weakening  economy. 


COMMERCIAL  METALS  CO.  ► 


SCRAPPY  SURVIVOR 


BY  BRETT  NELSON 

The  steel  industry  has  been  on  life 
support  for  decades.  Yet  despite 
a  toxic  blend  of  cheap  imports, 
rising  energy  prices  and  erratic  eco- 
nomics, Commercial  Metals  Co. 
has  eked  out  a  profit  every  quarter  for 
23  years. 

That  record  is  nearly  unmatched  in 


the  ailing  steel  business.  For  most  of  that 
23-year  stretch,  CMC,  a  producer  of  steel 
beams,  rebar  and  scrap  aimed  mostly  at 
the  construction  business  in  the  Sun- 
belt, has  been  run  by  Stanley  Rabin.  The 
mild-mannered  metallurgical  engineer 
began  his  career  developing  materials 
for  nuclear  reactors,  first  for  Union  Car- 
bide and  then  General  Electric.  He 


joined  CMC  in  1970  and  rose  td 
chief  executive  in  1979. 

"Metals  are  in  my  blood.1 
says  the  62-year-old  BronJ 
native. 

Rabin's  firm  earned  $46  million  oil 
sales  of  $2.7  billion  in  the  fiscal  yeal 
ended  Aug.  31 — not  bad,  considering 
that  overseas  rivals  have  more  than 
doubled  their  share  of  the  rebar  markel 
in  just  three  years,  to  25%.  CMC's  booi 
value  of  $32  per  share  is  up  more  thail 
60%  since  1995  and  is  second  only  t<§ 
Texas  Industries  in  the  metals  sector.  Yel 


148     FORBES*  January  8,  2001 


et  misuse  at  the  workplace  is  increasing  at  an  overwhelming  rate, 
iternet  access  is  essential  for  your  employees.  Companies  need  to  be 
ive  and  flexible  with  managing  Internet  access.  To  make  the  Internet 
or  you,  Websense  Enterprise  filters  inappropriate  Web  sites  and  permits 
al  surfing  at  appropriate  times.  More  than  40%  of  the  Fortune  500  already  use 
nse  Enterprise  to  manage  their  most  important  asset  -  employees. 


EMPLOYEE  INTERNET  MANAGEMENT 


To  put  Websense  to  work  at  your  company,  visit  www.websense.com  and  download  a  free  30-day  trial. 
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CMC  stock  trades  at  $25.50,  or  eight 
limes  earnings,  down  25%  this  year. 

Rabin's  company  has  been  able  to 
survive  crippling  economic  cycles  be- 
cause it  covers  most  stops  along  the 
steelmaking  chain,  from  scrap  yard  to 
melting  point,  through  production  of 
stock  and  the  fabrication  of  beams  and 
joists.  When  one  part  of  the  chain  is  in 
trouble,  the  very  same  forces  can  create 
better  profits  in  another  part. 

For  example,  CMC's  four  minimills 
work  as  a  hedge  against  its  43  scrap 
yards.  The  minimills  melt  scrap  in  an 
electric-arc  furnace  to  make  steel.  So 
when  scrap  prices  tank — they  have 
fallen  to  $75  a  ton  from  $110  in  six 
months — margins  at  the  minimill  rise; 
when  prices  rebound,  the  minimills 
suffer  but  the  scrap  yards  clean  up. 

And  when  steel  imports  hurt  CMC 
in  the  U.S.,  its  worldwide  trading  arm 
still  manages  to  benefit;  it  earns  an  av- 
erage 7%  gross  margin  on  every  order 
it  fills,  no  matter  who  is  doing  the  sell- 
ing— or  the  dumping. 

Other  units  simply  shore  up  cash 
flow  in  tough  markets.  CMC  runs  36 
steel  fabrication  plants,  and  many  of 
them  handle  smaller  and  more  special- 
ized projects,  like  bending  beams  into 
joists  for,  say,  a  new  Wal-Mart  store. 
Such  work  generates  20%  operating 
margins  versus  15%  on  regular  stock 
orders. 

The  company's  other  holdings  in- 
clude 22  retail  shops,  which  sell 
concrete-related  products  like  pouring 
forms,  tools  and  chemicals;  a  copper- 
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tube  mill;  a  heat-treating  plant; 
and  a  railcar  repair  shop. 

The  crown  jewel  is  a  steel 
plant  in  Seguin,  Tex.,  the  largest 
within  its  Structural  Metals  Inc. 
subsidiary.  Founded  in  1947 
and  bought  by  CMC  in  1963,  the 
factory  hasn't  run  a  monthly 
loss  in  50  years.  Some  850 
nonunion  workers  ship  740,000 
tons  every  year,  accounting  for 
40%  of  CMC's  production  and 
25%  of  profits.  The  plant  uses 
only  one  rolling  mill  and  can 
crank  out  more  than  300  sizes 
of  bars  and  angle  beams,  some- 
times retooling  all  of  its  rolling 
stands  in  just  two  hours. 

"We  might  be  the  only  mill 
in  the  U.S.  that  can  do  that," 
boasts  Clyde  Selig,  SMl's  chief 
operating  officer. 

But  recent  acquisitions  have 
yet  to  pay  off.  In  1994  Rabin 
paid  $82  million  (including 
debt)  for  Columbia,  S.C.-based 
Owen  Steel  and  its  structural 
steel  fabrication  facility.  Four 
years  later  he  spent  $100  mil- 
lion to  build  Owen  a  new  800,000-ton 
rolling  mill,  but  it  still  runs  200,000 
tons  shy  of  full  capacity.  The  big  fab 
plant  landed  a  $60  million  contract  to 
build  the  steel  skeleton  for  an  interna- 
tional terminal  at  JFK  International 
Airport  and  a  $20  million  order  for  a 
stadium  to  house  the  Cleveland 
Browns.  Both  have  lost  money,  and 
CMC  is  weighing  whether  to  retreat 


InrlnstryBUZZ 


►  Look  for  soft  demand  and  poor  pricing  to  con- 
tinue in  the  first  half.  "The  steel  industry  is  very 
sick,"  says  Nucor  Chief  Executive  Daniel  DiMicco. 

►  Wheeling-Pittsburgh,  Geneva  Steel  and  Metal 
Management,  a  scrap  company,  went  Chapter  II 
last  year.  More  may  topple. 
BEARISH  SIGN:  Steel  service  centers  have  built 
up  four  months  of  inventory,  about  33%  higher 
than  normal. 

»-  Is  there  a  winner  here?  Allegheny  Technolo- 
gies. More  than  40%  of  its  $2.5  billion  sales 
comes  from  the  aerospace  and  energy  markets. 
It  makes  stainless  steel,  nickel  and  titanium 
alloys— very  little  carbon  steel. 
*-  Aluminum  supply  is  getting  tighter  and 
inventories  are  at  a  20-year  low.  After  falling 
to  $1,470  per  ton  in  October  from  $1,750  in 
January,  ingot  prices  are  back  to  $1,630. 
Prices  should 
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continue  to  rise. 
WINNER:  Alcoa, 

which  has  a  new 
"inert-anode" 
technology  that 
promises  to  cut 
production  costs 
by  25%. 


150 

100 
SO 

60 


Metals 


J\  S&P500 

Quarter    2nd     3rd  4th 


and  put  the  plant  up  for  sale. 

Despite  steel's  travails,  Rabin  set 
reason  to  be  upbeat:  Rebar  impor 
should  ease  in  the  next  few  quarter 
boosting  prices.  Meantime  CM 
bought  back  10%  of  the  outstandir 
common  in  the  past  year.  Rabin,  who; 
stake  now  is  worth  $4.5  million,  knov 
survival  often  takes  a  little  faith:  Y. 
hasn't  sold  a  share  in  30  years. 
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What's  the  next  critical 


"Broadbase's  cutting-edge  eCRM 
solutions  enable  us  to  make  fast,  profitable 
business  decisions  for  communicating 
with,  marketing  to,  and  servicing 
customers  more  effectively." 
—  Joe  Davis,  Nortel  Networks 

"Cisco  creates  many  concurrent  marketing 
campaigns  designed  to  increase  revenue 
and  customer  loyalty.  With  Broadbase, 
we  can  manage  campaigns  with  greater 
speed  and  efficiency,  and  have  improved 
our  ability  to  measure  results." 

—  Sylvia  Thrasher,  Cisco  Systems 

"As  we  introduce  New  Economy  models 
into  our  marketing  discipline,  we're 
implementing  Broadbase's  marketing  auto- 
mation application  in  twenty-two 
countries  around  the  world  to  optimize 
our  customer  relationships." 

—  David  Welch,  Hewlett-Packard 

"Broadbase  and  BEA  share  the  common 
vision  that  rapidly  scalable  e-marketing 
is  critical  to  e-business  success.  With 
Broadbase,  we  can  provide  personalized, 
one-to-one  relationships  for  each  unique 
customer  interaction." 
—  Peter  Tait,  BEA  Systems 


turning  point  in  e-business? 

These  folks  will  tell  you  it's  to  understand,  interact  with,  and  get  closer  to  customers. 
And  they  should  know  —  they've  harnessed  the  power  of  Broadbase  software. 

Broadbase  offers  completely  integrated  solutions  that  analyze  your  customer  data 
from  multiple  touch  points  —  Internet,  call  centers,  direct  response,  you  name  it. 
The  data  is  then  translated  into  tangible  customer  programs  that  help  foster  loyalty, 
targeted  campaigns,  enhanced  merchandising  systems,  fresh  and  relevant  content, 
and  even  a  highly  personalized  shopping  experience. 

If  you're  serious  about  getting  closer  to  your  customers  but  want  an  aggressive 
ROI,  do  what  these  and  hundreds  of  other  successful  e-businesses  have  done.  Visit 
www.broadbase.com  or  call  1.800.513.8027  x342.  Because  nothing  else 
comes  close. 


BROADBASE 


<'2flOO  Broadbase  Software,  Inc.  All  rights  reserved.  Broadbase  and  the  Broadbase  logo  are  trademarks  of  Broadbase  Software,  Inc. 
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Retailing  Shoppers  turned  cautious  last  year,  so  stores  couldn't 
hold  the  momentum  they  built  in  1999.  No  relief  in  sight  for  2001. 


Bargain  man: 
Macon  Brock 
says  his  zeal 
for  deals  trans- 
lates to  more 
Dollar  Tree 
customers. 


DOLLAR  TREE  STORES  ► 

DOLLARS 
AND  SENSE 


BY  EILEEN  GLANTON 

Macon  F.  Brock  Jr.  used  to  be  a 
special  agent  for  the  U.S. 
Navy,  charged  with  safe- 
guarding national  security.  No  wonder 
retailing  seems  simple. 

"It's  very  predictable,  what  people 
buy,"  says  the  58-year-old  chief  executive 
of  Dollar  Tree  Stores.  "Think  about  a 
birthday  party.  Every  >  ear  you  need  hats, 
you  need  paper  plates,  you  need  decora- 


tions." Brock  sells  all  those  things  for  a 
dollar  apiece,  hoping  customers  will  pick 
up  a  few  bags  of  potato  chips  and  perhaps 
a  new  toothbrush  while  they're  at  it. 

Under  Brock,  Chesapeake,  Va.-based 
Dollar  Tree  has  become  the  leanest  and 
most  profitable  of  a  trio  of  dollar  retail- 
ers on  the  Forbes  Platinum  List.  Net  in- 
come has  risen  an  average  of  40%  a  year 
for  five  years.  Sales  topped  $1  billion  for 
the  first  time  in  1998  and  hit  $1.6  bil- 


lion for  the  year  endt 
Sept.  30,  2000.  The  con 
pany's  gross  profit  marg 
is  a  robust  37%.  Not  tc 
shabby,  considering  tl 
average  customer  shel 
out  only  $6.30  per  visit. 

Dollar  Tree  sets  itst 
apart  from  rivals 
Family  Dollar  and  Doll; 
General  with  a  crysta 
clear  strategy:  Everythir 
costs  exactly  $  1 .  At  Fan 
ily  Dollar  prices  go  as  hig 
as  $10;  at  Dollar  Gener 
most  of  the  goods  are  ! 
or  less.  Yet  Brock  guns  fc 
a  more  upscale  shoppe 
with  a  household  incoir 
of  at  least  $30,000.  "Yo 
have  to  have  a  litt 
change  in  your  pocket 
he  says.  "We're  sellin 
stuff  that  you  want  bi 
don't  really  need." 

Dollar  Tree  shelves  ai 
chock-full  of  colorful  ha 
clips,  feather  dusters,  bat 
gels  and  an  impressiv 
spread  of  junk  food 
Roughly  45%  of  the  goods  are  cheaj 
imports.  Brock  says  the  shop's  swellini 
sales  volume  has  enabled  buyers  to  a 
sweeter  deals  with  manufacturers  i 
China  and  Taiwan. 

Brock  is  a  fierce  bargain-hunter.  If 
prospective  landlord  wants  to  charg 
more  rent  than  Brock  is  willing  to  paj 
he  walks.  "We  have  the  philosophy  tha 
there's  no  store  that  we  have  to  have,  n< 
place  where  we  have  to  be."  Still,  Dollai 
Tree  now  operates  1 ,677  stores,  many  a 
them  right  alongside  a  Target  or  Walj 
Mart,  counting  on  shoppers  to  buy  thi 
big  stuff  there,  then  wander  into  Dollai 
Tree  for  lower-priced  loot. 

It  costs  only  $221,000  to  open  a  nevi 
store,  and  nearly  every  Dollar  Tree  lo 
cation  turns  a  profit  within  a  year.  Ovej 
the  past  five  years  Dollar  Tree  has  pro 
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led  a  stellar  44.8%  return  on  capital, 
upared  with  28.9%  for  Dollar  Gen- 
ii and  21.3%  for  Family  Dollar. 
The  company  boosts  margins  by 
mding  only  0.1%  of  sales  on  adver- 
ing.  "People  don't  come  all  the  way 
•oss  town  for  a  $1  item  they  saw  in 
j  newspaper,"  Brock  says. 


Dollar  Tree's  bare-bones  operations 
and  price-conscious  shoppers  may  in- 
sulate it  from  an  economic  downturn, 
analysts  say.  But  its  all-for-a-dollar 
strategy  could  stunt  growth.  Because  it 
won't  boost  prices,  Dollar  Tree  must 
rely  more  than  its  rivals  on  sales  from 
new  stores.  Comparable-store  sales, 


dustry  BUZZ 


i*  Luxury  retailers  that  thrived  during  the 
stock  market's  ascent  are  among  the  first 
to  report  trouble.  Neiman  Marcus  and 
Saks  reported  same-store 
sales  declines  in  November 
and  gloomy  prospects  for 
the  next  few  months. 

Gap  Inc.  continued  to 
struggle,  as  did  department 
store  chains  like  Kmart  and 
JC  Penney.  Even  Wal-Mart 
grew  cautious,  cutting  $1  bil 
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lion  from  its  inventories  to  help  fuel  future 
expansion  plans. 

.  Americans  will  buy  $64  billion  of  goods 
online  this  year,  but  big  sites 
like  Etoys  and  Amazon.com 
will  still  post  big  losses. 
WINNERS:  Teen-focused 
American  Eagle  and 
Hot  Topic;  home  retailers 
like  Bed  Bath  &  Beyond 
and  Williams-Sonoma's 
Pottery  Barn. 


Wall  Street's  best-known  barometer  of 
retail  strength,  typically  grow  at  a  sleepy 
2%  to  5%  per  quarter.  That  troubles 
some  on  Wall  Street,  but  Brock  isn't 
apologizing.  "We're  putting  money  in 
the  bank,  not  percentages." 

Still,  he  is  continuing  to  expand. 
Brock's  last  big  splurge  was  the  $300 
million  purchase  of  closely  held  Dollar 
Express  in  April,  which  added  more 
than  100  stores  in  the  mid-Atlantic 
states.  In  the  coming  year  he  will  focus 
on  adding  270  new  stores  without  mak- 
ing a  major  acquisition  to  do  it.  Many 
existing  stores  will  undergo  an  expan- 
sion that  will  drive  average  size  from 
4,500  square  feet  to  6,000. 

Dollar  Tree  stock  rose  35%  in  the 
past  year,  leaving  the  company  with  a 
price/earnings  multiple  of  36.  That's 
not  cheap,  but  with  the  company's 
strong  fundamentals,  the  stock,  too, 
may  still  be  a  bargain.  F 
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TelGCOmmunicationS  As  stock  prices  swing  wildly,  only  one 

ADC  TELECOMMUNICATIONS  ► 

GETTING 
GLITZY 

BY  SCOTT  WOOLLEY 

In  65  years  of  making  telecom 
equipment  in  Minnetonka,  Minn., 
ADC  Telecommunications  stayed 
true  to  midwestern  principles  of  thrift 
and  caution. 

It  constantly  invested  in  promising 
research  projects  and,  as  a  result,  now 
sells  all  manner  of  broadband  gear: 
cable  systems,  lasers,  wireless  transmit- 
ters and  other  gizmos  that  link  homes 
and  businesses  to  the  Internet  at  high 
speeds.  Without  any  blockbuster  acqui- 
sitions or  showboating  chief  executives, 
ADC  slowly  has  built  itself  up  to  $3.3 
billion  in  annual  revenue,  $868  million 
in  net  income  and  a  $19  billion  market 
capitalization.  Its  shares  have  returned 
36%  annually  since  they  were  first  sold 
to  the  public  in  1985. 

Quite  an  achievement.  But  ADC  has 
grown  itself  right  into  a  thorny  prob- 
lem: How  can  a  conservatively  run 
company  hope  to  compete  with  today's 
hyperaggressive  telecom  giants?  Indus- 
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ecom  remains  constant:  the  awesome  pace  of  technological  change. 


IndustryBUZZ 


►  Expect  the  capital  markets  to  stay 
stingy.  Both  tiny  new  carriers  and 
established  giants  will  have  to  scale 
back  or  delay  building  some  net- 
works. Supplier  Antec  got  slammed 
when  AT&T  delayed  the  purchase  of 
cable  telephony  gear  to  help  con- 
serve cash. 

*  Nearly  half  of  the  45  or  so  pub- 
licly traded  competitive  local  ex- 
change carriers,  or  CLECs,  may  go 
bankrupt  or  merge  in  the  next  year, 
say  Wall  Street  analysts.  Those  in 
dangerous  straits  include  E.spire 
Communications,  NorthPoint  and 
Advanced  Radio  Telecom. 

►  Fiber-optic  cable  capacity  will 
double  in  the  first  nine  months  of 
this  year,  according  to  Lucent. 

►  "Demand  for  capacity  growth 
doesn't  come  from  carriers,  it  comes 
from  society,"  says  Nortel  Chief 
John  Roth.  "We're  going  to  grow 
30%  to  35%  [this]  year.  Some  peo- 
ple don't  believe  that.  Stick  around." 
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'  stars  such  as  JDS  Uniphase,  Cisco 
d  Broadcom  all  have  risen  to  the  top 
gely  by  using  their  rapidly  rising 
ick  as  currency  to  acquire  rivals  at 
:mingly  absurd  valuations.  The  tech 
ick  crash  has  not  stopped  them — 
Dadcom  spent  $2  billion  in  Novem- 
r  to  acquire  SiByte,  a  tiny  company 
th  one  product  line  and  no  revenue. 
Chief  Executive  William  Cadogan 
ifesses  that  ADC  must  begin  taking 
:h  big  risks  "if  we  want  to  compete 
th  the  Ciscos  of  the  world."  He  vows 
transform  ADC,  which  he  has  run  for 
le  years,  into  a  more  aggressive  com- 
ny — fast.  He  doesn't  have  much 
le:  Cadogan  retires  in  the  next 


month  or  two,  and  a  search  for  his  suc- 
cessor is  under  way. 

As  of  last  summer  ADC  had  spent 
only  5%  of  its  market  capitalization  on 
acquisitions  in  its  history,  compared  with 
37%  for  JDS  Uniphase.  Then,  in  Septem- 
ber, ADC  made  its  first  really  bold  move, 
spending  a  full  8%  of  its  market  cap,  or 
stock  worth  $2.2  billion,  to  acquire  com- 
petitor Broadband  Access  Inc. 

The  deal  defied  every  tenet  in  the 
old  ADC  handbook.  The  company  hews 
closely  to  the  doctrine  of  economic 
value  added,  or  EVA,  a  profitability  mea- 
sure that  deducts  a  company's  cost  of 
capital  from  its  aftertax  net  operating 
profit.  It  is  a  commonsense  rule:  Any 


investment  that  fails  to  at  least 
make  back  its  money  is  a  waste 
for  shareholders. 

But  with  Broadband  Access, 
Cadogan  didn't  even  bother  try- 
ing to  justify  the  deal  using  strict 
EVA  metrics.  "We  realized  you  pay 
the  piper  either  way.  If  there  is  a 
technology  you  really  need 
strategically,  sometimes  you  have 
to  get  it,"  says  ADC's  chief  finan- 
cial officer,  Robert  Switz. 

Cadogan  now  also  actively 
and  aggressively  plugs  ADC  stock, 
something  he  rarely  did  before. 
He  will  increase  ad  spending 
from  $3  million  last  year — de- 
voted to  stodgy  trade  magazine 
ads — to  $9  million  this  year,  with 
the  increase  going  to  glossier 
pitches  in  mass-market  outlets. 

Cadogan  promises  25%  to 
30%  revenue  growth  and  36% 
growth  in  earnings  per  share,  de- 
spite a  marked  decline  in  telecom 
capital  spending.  He  says  the  car- 
riers can't  afford  to  delay  spend- 
ing for  the  sort  of  gear  ADC 
makes — the  stuff  that  directly 
improves    customers'  access 
speeds.  "The  last  place  carriers 
will  cut  is  in  the  last  mile.  It  is  not 
something  you  can  elect  to  move 
out  three  or  six  months  if  the 
customer  wants  it  next  week." 
The  retiring  chief  executive  also  says 
he  is  prepared  to  make  more  multibil- 
lion-dollar  acquisitions,  whatever  it 
takes  to  vault  his  company  into  its 
rightful  place  in  the  pantheon  of  tele- 
com gods.  "People  have  talked  about 
Cisco,  Nortel  and  Lucent.  Now  we  want 
them  to  talk  about  Cisco,  Nortel  and 
ADC,"  Cadogan  says. 

To  complete  this  culture  change, 
ADC  will  likely  bring  in  an  outsider.  It 
has  four  final  candidates,  with  only  one 
insider,  Lynn  Davis,  president  of  the 
broadband  group.  Any  successor  will 
face  a  big  challenge:  making  the  new 
culture  take — and  making  sure  ADC  is 
really  the  better  for  it.  F 
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Travel  &  Transport  A  slowing  economy  will  mean  fewer 
product  shipments  and  lighter  loads  for  air,  rail  and  trucking  outfits 


USFREIGHTWAYS  ► 


WHEEL  WORLD 


BY  JOANNE  GORDON 

Samuel  Skinner,  secretary  of 
transportation  and  chief  of  staff 
under  former  President  George 
Bush,  is  pushing  70mph  in  his  BMW 
on  Interstate  294  in  Illinois.  He  has  a 
cell  phone  in  one  hand  as  the  other 
grabs  50  cents  for  the  toll.  As  if  he 
isn't  distracted  enough,  Skinner  eyes 
an  18-wheeler  hurtling  south,  its  side 
branded  with  a  familiar  logo,  USF 
Holland. 

"You  get  into  this  business  and  start 
noticing  things  like  that,"  Skinner,  62, 
says  gruffly.  The  business  he's  talking 
about  is  not  politics,  but  a  kinder,  gen- 
tler line  of  work:  logistics. 

Ten  years  ago  "Sam  the  Hammer" 
Skinner  (a  nickname  from  his  days  as  a 
U.S.  attorney)  was  in  Washington,  D.C. 
heading  a  $30  billion  department  bud- 
get and  grappling  with  airline  strikes, 
the  Exxon  Valdez  oil  spill  and  other 


crises.  Now  he  is  chief  executive  of 
USFreightways,  a  $2.2  billion  (1999 
revenue)  trucking  outfit  in  Chicago,  111. 
Skinner  took  the  job  last  June  after  a 
year  at  law  firm  Hopkins  8c  Sutter  and 
five  years  as  president  of  Common- 
wealth Edison,  the  Chicago-based  util- 
ity giant. 

He  has  inherited  USFreightways  at 
a  precarious  moment  in  the  otherwise 
bland  $1  trillion  U.S.  logistics  busi- 
ness. In  mid-November  rival  Ameri- 
can Freightways  was  acquired  by  Fed- 
eral Express  for  $950  million  in  cash 
and  stock.  The  combined  company 
can  offer  manufacturers  and  retailers 
such  services  as  tracking  shipments 
on  the  Internet,  leasing  warehouse 
space,  billing  electronically  and  work- 
ing with  vendors  on  product  returns 
and  fulfillment  of  online  customer 
orders. 

USFreightways  offers  some  of  those 


services,  but  they  are  spotty  and  not  y 
uniformly  offered.  Many  customers  st 
can't  use  the  Web,  for  instance,  to  loca 
their  shipments  en  route. 

That  means  Skinner  must  revan 
an  operating  strategy  that  USFreigh 
ways  has  used  for  much  of  its  15-ye. 
existence.  For  the  most  part,  the  con 
pany's  founding  chief  executive,  Jor 
Campbell  (Cam)  Carruth,  has  a 
lowed  his  units  to  run  autonomousl 
Skinner  must  maintain  their  ind> 
pendence  yet  also  meld  them  togeth 
so  they  can  share  information  systen 
and  provide  customers  with  U! 
Freightways'  other  services,  such 
inventory  management  and  me 
chandise  returns. 

USFreightways'  core  business  con 
prises  five  regional  trucking  div 
sions — USF  Bestway,  USF  Dugan,  U 
Holland,  USF  Red  Star  and  USF  Re< 
daway — that  account  for  almost  80 
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PROFITABILITY 

RETURN  ON  CAPITAL  % 

GROWTH 

SALES  %              EARNINGS  PER  SHARE  % 

SALES 

($■11) 

latest 
12  mos 

NET 
INCOME 

($■11) 

latest 
12  mos 

OPER 
MARGIN 

% 
latest 
12  mos 

PROFIT 
MARGIN 

% 
latest 
12  mos 

DEBT/ 
CAPITA 

% 

latest 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

5-year 
average 

latest 
12  mos 

American  Freightways 

7.8 

12.0 

20.1 

21.3 

17.0 

53.0 

1,353 

66 

14.0 

4.9 

35.7 

AMR 

9.9 

8.8 

1.6 

11.0 

26.3 

40.5 

19,331 

942 

14.3 

4.9 

36.0 

Arkansas  Best 

7.4 

18.5 

7.9 

10.6 

NM 

60.3 

1,859 

71 

10.2 

3.8 

34.4 

Canadian  Pacific 

9.4 

7.7 

9.6 

12.0 

-11.52 

35.6 

7,368 

588 

20.8 

8.0 

23.0 

CNF  Transportation 

13.21 

10.8 

14.8 

5.8 

13.7 

-10.3 

5,708 

155 

9.3 

2.7 

22.7 

Continental  Airlines 

15.7 

10.8 

9.5 

14.1 

16.51 

38.5 

9,622 

471 

11.0 

4.9 

55.4 

Delta  Air  Lines 

19.3 

16.6 

5.5 

11.3 

53.6 

39.9 

16,404  • 

1,258 

18.6 

7.7 

39.9 

Expediters  Inti 

25.9 

26.8 

25.3 

24.1 

34.2 

38.6 

1,652 

76 

8.5 

4.6 

0.0 

FedEx 

11.5 

11.6 

15.7 

10.0 

NA 

12.3 

18,716 

698 

13.0 

3.7 

26.5 

Landstar  System 

18.7 

29.3 

5.7 

5.7 

8.6 

21.2 

1,422 

45 

7.0 

3.2 

51.4 

Roadway  Express 

13.3 

178 

5.5 

12.4 

23.32 

48.9 

3,018 

52 

4.7 

1.7 

0.0 

CH  Robinson  Worldwide 

27.6 

27.2 

12.3 

24.6 

14.7 

30.6 

2,728 

67 

4.6 

2.5 

0.0 

Southwest  Airlines 

13.0 

13.4 

12.9 

17.6 

23.2 

18.5 

5,387 

564 

22.8 

10.5 

16.0 

Swift  Transportation 

14.0 

10.2 

23.9 

19.4 

22.8 

-5.4 

1,213 

61 

14.2 

5.0 

21.1 

United  Parcel  Service 

12.5 

17.6 

6.2 

11.6 

NM 

287.3 

29,317 

2,871 

19.4 

9.8 

15.0 

USFreightways 

13.6 

14.8 

17.0 

15.8 

21.4 

11.9 

2,445 

105 

12.2 

4.3 

27.4 

Werner  Enterprises  10.4 

7.2 

15.2 

17.9 

12.0 

-22.1 

1,184 

48 

15.5 

4.1 

14.8 

'Four-year  average.  2Three-year  average.  NA:  Not  available.  NM:  Not  meaningful.  For  further  explanation,  see  page  96. 
Sources:  Forbes;  Market  Guide  via  FaclSet  Research  Systems. 
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revenue.  These  outfits  are  known  in 
dustry  lingo  as  less-than-truckload 
r  LTL)  companies,  because  each  trac- 
r  hauls  a  mix  of  different  products 
er  short  distances,  usually  overnight, 
ley  had  always  operated  indepen- 
ntly  because  each  division  serves  a 
fferent  region  and  must  respond  to 
:al  variations  in  customers,  terrain 
d  transportation  regulations.  Exam- 
Sunbelt  states  like  Texas  and  Ari- 
na  have  a  52-week  market  for  patio 
rniture,  while  the  East  Coast  has 
ily  a  two-month  window. 
The  old  strategy  had  worked  well 
ough.  in  1999  the  company  had  9% 
'erating  margins,  putting  it  among 
e  trucking  industry's  highest.  From 
94  to  1999  it  saw  17%  compounded 


annual  revenue  growth.  Sales  slowed 
in  2000,  along  with  the  economy,  but 
were  still  up  a  healthy  14%  to  $1.86 
billion  in  the  first  nine  months.  Earn- 
ings were  up  1%  to  $74  million,  or 
$2.74  per  share,  up  2%. 

Nonetheless,  Skinner  has  begun  the 
overhaul  to  better  knit  the  five  units  to- 
gether. His  collaborative  style  should 
help  pull  it  off.  He  chats  with  the  re- 
gional presidents  daily  and  has  cor- 
ralled them  into  committees  to  come 
up  with  uniform  policies  on  things  like 
technology  and  bulk  purchasing.  The 
former  secretary  of  transportation  can 
draw  on  his  experience  managing  au- 
tonomous entities.  "Hey,  I  never  in- 
tended to  run  the  Coast  Guard  or  the 
FAA,"  he  says.  F 


IndustryBUZZ 


FedEx  and  UPS  will  benefit  this  year 
from  the  increase  in  smaller,  more  fre- 
quent shipments  and  online  sales. 

United  Airlines  will  suffer  from 
higher  labor  costs  and  continued 
flight  delays  and  cancelations. 

Union  Pacific  profits  should  rise 
25%,  even  with  higher  fuel  costs. 
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THE  FORBES  PLATINUM  LIST 

Out  of  last  year's  Platinum  400  List,  134  companies  didn't  make 
this  year's  final  cut.  Another  17  disappeared  in  mergers. 


WINNERS.  LOSERS  AND  LETDOWNS 


BY  EDITA  RASLOVA 

The  shares  of  the  average  stock 
on  this  year's  Forbes  Platinum 
400  List  rose  12%  over  the  past 
year  and  190%  over  the  past  five  years. 
The  one-  and  five-year  performance 
tables  at  right  list  the  biggest  winners 
and  losers  based  on  their  stock  market 
performance  as  of  Nov.  29,  2000 
closing  prices. 

Although  past  market  performance 
was  not  a  criterion  for  inclusion  on  the 
Platinum  400,  our  group  stacks  up  well 
against  the  standard  benchmarks.  Dur- 
ing the  same  one-year  period  the  S&P 
500  lost  4%,  the  Nasdaq  lost  19%.  Over 
the  past  five  years  the  S&P  500  rose  1 18%, 
the  Nasdaq  157%. 

The  best  Platinum  stock  over  the 
past  12  months:  AmeriSource  Health, 
which  rose  227%.  Compuware,  a  soft- 
ware firm,  had  an  80%  decline.  One  ex- 
planation: Compuware's  latest- 12- 
month  revenue  growth,  of  14%,  isn't 
nearly  as  spectacular  as  its  five-year  aver- 
age increase  of  35%.  Despite  the  sharp 
decline  in  share  price,  Compuware's  fi- 
nancial performance  is  good  enough  to 
place  it  on  the  Platinum  400. 

Of  last  year's  Platinum  400,  a  total  of 
134  companies  that  are  still  publicly 
traded  failed  to  make  this  year's  list.  The 
table  at  right  shows  the  biggest  compa- 
nies (by  revenues)  that  didn't  make  the 
grade.  (A  bigger  list  of  drop-offs  and  ex- 
panded versions  of  the  other  tables  on 
this  page  are  available  on  our  Web  site  at 
www.  forbes.com/platinum400. ) 

For  example,  UAL,  the  parent  com- 
pany of  United  Airlines,  was  hurt  by 
labor  problems,  which  lead  to  large 
numbers  of  flight  delays  and  cancela- 
tions. This  created  an  enormous 
amount  of  ill  will  with  the  flying  public 
and  contributed  to  a  60%  drop  in  UAL's 
latest- 12-month  profits.  F 

158     FORBES"  January  8.  2001 


2000  winners 


1-year 
price  change 


AmeriSource  Health 
Dynegy 

Universal  Health 
Precision  Castparts 
Everest  Re  Group 


227% 

174 

169 

169 

169 


5-year  winners 

5-year 
price  change 

EMC 

3,708% 

Jabil  Circuit 

2,743 

Oell  Computer 

1,914 

America  Online 

1,750 

Qualcomm 

1,437 

Sources:  Forbes:  Interactive  Data  Corp.  and  Market  Guide  via  FactSet  Research  Systems. 


2000  losers 

1-year 
price  change 

Compuware 

-80% 

BMC  Software 

-77 

Audiovox 

-68 

Dura  Automotive 

-64 

Mail-Well 

-63 

5-year  losers 

5-year 
price  change 

Newmont  Mining 

-66% 

Boyd  Gaming 

-66 

Georgia  Gulf 

-61 

Worthington  Inds 

-55 

USX-US  Steel 

-55 

Letdowns 

COMPANY/INDUSTRY 

PROBLEM 

Air  Prods  &  Chems/chemicals 
AK  Steel  Holding/metals 
AsnianD/cnemicais 
Brunswick/consumer  durables 
CMS  Energy/energy 

rising  raw  material  &  energy  costs 
declining  demand,  rising  production  costs 
erratic  sales  &  earnings  growth 
underperforming  outdoor  products  division 
64%  debt  to  capital  is  highest  in  the  industry 

Comcast/entertainment 

Cooper  Tire  &  Rubber/consumer  durables 

Dana/consumer  durables 

Delhaize  America/food  distributors 

First  American/Insurance 

earnings  per  share  down  46%  past  12  months 
integration  expenses  &  high  raw  material  costs 
drop  in  U.S.  heavy-truck  market;  weak  euro 
problems  digesting  Hannaford  Bros  acquisition 
higher  interest  rates;  decline  in  refinancings 

First  Union/banking 
FMC/chemicals 

General  Mills/food,  drink  &  tobacco 
Gillette/household  products 
GPU/energy 

bad  loans  lead  to  poor  credit  ratings 
erratic  sales  &  earnings  growth 
negative  equity,  highly  leveraged 
competition  in  North  American  market 
rising  wholesale  power  prices  in  Pennsylvania 

Honeywell/aerospace  &  defense 

IBM/computers 

IBP/food,  drink  &  tobacco 

Interstate  Bakeries/food,  drink  &  tobacco 

Kroger/food  distributors 

earnings  per  share  down  33%  past  12  months 
supply  shortages  hurt  hardware  sales 
poor  sales  &  erratic  earnings  growth 
effects  of  Teamster's  strike;  startup  problems 
highly  leveraged 

Navistar  Intl/capital  goods 
PacifiCare  Health/health  care 
Pittston/business  services 
Progressive/insurance 
ShopKo  Stores/retailing 

slackening  demand  for  heavy  trucks 

rising  health  care  costs 

poor  results  at  BAX  Group 

deteriorating  underwriting  business 

weak  same-store  sales,  downtrend  in  consumer  spending 

Tribune/entertainment 
UAL/travel  &  transport 
Universal/food,  drink  &  tobacco 
Washington  Post/entertainment 
Winn-Dixie  Stores/food  distributors 

slowdown  in  newspaper  &  broadcasting  businesses 
labor  problems 
tobacco  suits 

heavy  Web  development  costs;  rising  newsprint  prices 
in  the  midst  of  restructuring 

Sources:  Forbes:  Value  Line:  Market  Guide  via  FactSet  Research  Systems. 
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"The  collapse  of  Communism  and  of  the  Soviet  Empire  was  the  main  POLITICAL  event  of  the  last  fifty 
years.  But  the  emergence  of  Japan  as  the  new  economic  super-power  was  the  main  ECONOMIC 
event  of  the  period." 

Peter  F.  Drucker  (Management  Challenges  for  the  21st  Century,  published  in  1999) 

The  crane  Is  a  symbol  of  peace  in  Japan.  For  the  new  year,  which  also  opens  a  new  century,  our  hopes  for  world  peace 
and  prosperity  are  expressed  by  this  origami  (folded  paper)  crane  combined  with  the  two  magical  figures  of  01  for  the 
year  2001  and  the  digital  opportunity  offered  by  Japan.  —  To  create  this  origami  crane,  please  see  our  Web  site, 
www.  forbes.  com/specialsections/japan 
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mowing  when  to  take  action  is  the  secret  to  business 
success.  When  you  have  more  than  1 80  offices  in  84 
countries  trading  everything  from  consumer  goods  to  communi- 
cations satellites,  experience  and  timing  are  crucial. 
For  ITOCHU  this  means  having  the  insight  to  anticipate 
opportunities  and  the  courage  to  act  on  them. 

We  believe  that  our  ingenious  use  of  power  is  what  makes 
ITOCHU  so  effective.  As  one  of  the  world's  largest  companies,  we 
are  proud  of  our  accomplishments,  but  what  moves  our  employees 
is  the  desire  to  grow  even  stronger. 

ITOCHU  personnel  are  eager  to  take  on  new  challenges  and 
readily  adapt  to  changing  market  trends.  Each  employee 
has  the  green  light  to  take  action,  and  that  makes  ITOCHU  ready 
to  move  the  world. 
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For  a  world  of  exciting  opportunities. 
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\  Relationship  Sustained  by  "Shared  Values 


t  is  natural  for  many  on  both  sides  of  the  Pacific  to 
wonder  how  U.S. -Japan  economic  relations  will  be  dif- 
ferent under  a  new  president.  Can  we  expect  a 
smooth  ride  cushioned  by  the  spirit  of  "teamwork,"  or 

iur  journey  take  a  bumpier  course  through  pockets  of 

omic  friction?  Will  Japan  remain  America's  "most  impor- 

Dilateral  relationship,  bar  none,"  or  will  short-term  trade 

ites  and  the  lure  of  possibilities  elsewhere  chip  away  at 

)undation  of  our  special  ties? 

ly  experience  shows  that  we 

little  to  worry  about.  The  U.S.- 

n  relationship  is  one  of  the 

gest  bilateral  partnerships  in 

/orld.  It  is  certainly  the  closest 

most  mature  relationship  we 

■  in  Asia.  This  fact  allows  us  to 

;ome  the  occasional  differenc- 

at  are  inherent  in  such  a  close 

ership  between  two  large  and 

)lex  economies. 

»ur  relationship  is  broad,  deep 

complex.  It  is  built  upon  a 
sound  basis,  a  basis  that 

3r  Prime   Minister  Obuchi 

j  our  "shared  values."  Eco- 

cally,  we  share  and  appreci- 

he  value  of  market-oriented 

ities.  Politically,  we  are  two  of 

nost  important  representative 

Dcracies  in  the  world.  And 

illy  and  philosophically,  we  share  a  respect  for  the  rule 

n.  Because  Japan  and  the  United  States  share  these 

is,  it  is  easy  to  cooperate  in  areas  ranging  from  our 

rity  alliance,  essential  to  the  stability  of  the  Asia-Pacific 

n,  to  the  continued  recovery  of  Asian  economies.  In 

ion,  our  "Common  Agenda"  facilitates  cooperation  on 

il  issues  such  as  the  environment,  health,  science  and 

lology. 

he  U.S.-Japan  relationship  is  further  strengthened  by 
icreasing  integration  of  the  world's  two  biggest  econo- 
.  Think  about  this:  Today,  Toyota  is  one  of  the  largest 
oyers  in  the  state  of  Kentucky;  companies  such  as 
Merrill  Lynch  and  Motorola  are  major  employers  in 


Japan;  Mazda,  Chrysler  and  Nissan  are  now  virtually  "interna- 
tional" companies.  Indeed,  it  is  very  unclear  to  most  people 
whether  the  sales  clerk  at  the  local  7-Eleven,  whether  in 
Tokyo  or  Topeka,  works  for  an  American  or  a  Japanese 
employer.  It  has  become  increasingly  apparent  that  what  is 
good  for  Japan  is  good  for  the  United  States,  and  what  is 
good  for  the  United  States  is  good  for  Japan. 

In  that  vein,  the  economic  integration  of  these  two  econo- 
mies is  at  the  core  of  our  efforts  to 
promote  regulatory  reform  in  Japan. 
Reducing  the  regulatory  burden  on 
business  increases  productivity,  fur- 
ther opens  markets  and  creates  the 
basis  for  a  sustainable  economic 
recovery.  Productivity  gains  by 
Japanese  firms  make  them  more 
internationally  competitive  and 
strong  customers  of  foreign  goods. 
Increased  market  access  translates 
to  wider  choices  for  consumers. 
Regulatory  reform  will  also  lead  to 
the  increased  foreign  direct  invest- 
ment needed  in  Japan  to  bring 
about  sustained  economic  growth. 

While  there  is  no  doubt  that  the 
new  administration  will  face  many 
challenges,  both  foreign  and 
domestic,  it  is  clear  that  the  rela- 
tionship between  Japan  and  the 
United  States  will  remain  on  solid 
ground.  Our  two  great  nations  have  a  shared  responsibility 
to  strengthen  our  cooperation  to  use  our  technological  and 
market  prowess  to  benefit  not  only  our  economies,  but  also 
the  world.  Our  mission  is  clear,  the  course  is  laid  out,  and 
our  "shared  values"  will  sustain  us  along  the  path. 


Thomas  S.  Foley 
United  States 
Ambassador  to  Japan 
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Note:  Throughout  this  special  section,  yen- 
denominated  figures  have  been  converted  into 
U.S.  dollars  (in  parentheses)  at  the  rate  of 
1 09  yen  per  U.S.  dollar  —  middle  rate  at  the 
Tokyo  Foreign  Exchange  market 
as  of  November  20,  2000. 


As  we  enter  the  21st  cen- 
tury, Japan's  own 
answer  to  the  new  chal- 
lenges that  we  all  face  in 
this  globalized  economy 
will  be  undeniably  one  of  the  deter- 
minant factors.  It  is  therefore  a 
necessity  for  all  of  us  to  try  to  fore- 
see the  future  direction  of  the 
world's  second  economy.  This  is 
the  primary  purpose  of  this  project 
and  what  Forbes  is  trying  to  bring 
to  its  readership. 

It  is  now  easy  to  access  govern- 
ment statistics  and  economic  data 
through  the  Internet.  But  figures, 
though  significant,  reflect  a  reality 
only  at  a  certain  point  in  time. 
More  important  should  be  the  think- 
ing and  vision  of  the  people  who 
are  behind  those  figures. 

Against  all  perceptions,  Japan  is 
changing  at  a  fast  pace.  The 
changes  that  have  been  happening 
are  fundamental.  In  many  ways, 
Japan  has  matured  and  is  more 
capable  than  ever  of  playing  the 
global  trading  game  on  a  level  play- 
ing field.  In  fact,  the  former  sacred 
cows  that  supported  the  develop- 
ment of  Japanese  industry  through- 
out many  decades  —  consensus 
management,  mass  production 
and  market  monopolization,  com- 
bined with  regulated  tunneling  of 
financial  resources  —  have  been 
sacrificed  on  the  altars  of  profitabili- 
ty, market  awareness  and  responsi- 
ble world  citizenship. 

Japanese  leaders,  from  corpo- 
rate executives  to  political  leader- 
ship, have  realized  that  they  have 
fallen  behind  the  U.S.  and  Europe 
in  the  new,  electronic  and  digital 
economy.  The  result  of  this  awak- 
ening is  that  Japanese  corpora- 
tions are  investing  vast  amounts  of 
money,  effort  and  time  into  IT. 
What  is  more,  unlike  in  the  past, 
they  are  not  trying  to  go  it  alone. 
Instead,  they  are  forming  alliances 


and  strategic  partnerships  with  otl) 
er  nonrelated  Japanese  companie 
and  overseas  corporations.  Th 
move  away  from  corporate  isoia 
tionism  could  potentially  bring  coil 
siderable  benefits  to  all  sides,  wil 
everyone  bringing  something  to  tn 
party. 

This  dramatic  change  of  th 
Japanese  economic  world  ca 
best  be  expressed  through  th 
direct  voice  of  its  business  leade 
ship.  These  leaders  shared  the 
opinions,  goals  and  visions  with  il 
in  an  exceptionally  candid  manne 
And  these  direct  voices  are  unej 
pectedly  diverse  and  reflect  th 
urge  to  adapt  and  come  up  wil 
their  own  answers  to  the  require 
ments  of  the  paradigms  of  the  21  i 
century's  new  global  economj 
They  reflect  the  fact  that  Japaneg 
companies  also  have  been  takin 
long,  hard  looks  at  themselve 
and  their  long-nurtured  corporaj 
culture.  Performance-based  pre 
motion/remuneration  and  entrepre 
neurship,  not  consensus,  ss 
many  executives,  is  the  key  1 
future  success.  Gone,  so  they  sa| 
are  the  days  of  mass  production 
where  customers  were  expects; 
to  tailor  their  expectations  to  th 
products  the  giant  manufacture! 
supplied.  Nowadays,  the  maket 
are  much  more  willing  not  only  t 
listen  to  the  individual  and  specif! 
needs  of  their  clients,  but  to  th 
demands  of  society  as  a  whole  fd 
a  cleaner,  greener  environment. 

The  new  Japan  can  be  expecte 
to  take  a  leading  role  in  the  buile 
ing  of  a  sustainable  and  individualis 
tic  global  society.  The  past  1 
years  have  been  difficult,  no  doub 
but  Japan  now  is  waking  to  th 
new  century  of  digital  opportunil 
and  is  ready  to  build  on  its  hare 
earned  international  maturity  arj 
become  a  true  global  leader. 
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rhe  first  thing  you  notice  about  Tadashi  Okamura, 
president  and  chief  executive  officer  of  Toshiba 
Corp.,  is  his  youthful  appearance.  Tall  and  fit, 
Okamura,  62,  is  no  lover  of  the  soft  life  and  was 
a  key  player  on  Toshiba's  rugby  team  until  the 
md  old  age  of  35.  This  experience  taught  him  the  value 
teamwork,  a  theme  he  constantly  refers  to  as  he 
scribes  his  role  at  the  giant  manufacturer,  which  pro- 
:es  everything  from  rice  cookers  to  satellites, 
ikamura,  who  took  on  leadership  of  the  Toshiba  team 
lune  2000,  is  very  clear  on  his  goals:  "We  want  to  see 
nificant  growth  with  high  returns,  and  have  set  sales  of 
trillion  yen  (US$71 .5  billion)  and  profits  of  200  billion 
i  (US$1.8  billion)  as  our  targets  for  fiscal  2002.  A  key 
I  for  achieving  this  is  our  Management  Innovation  (Ml) 
)1  project,  which  now  is  being  promoted  throughout 
Toshiba  group.  MI2001  uses  six-sigma  methodology 
a  means  to  nurture  a  new  corporate  culture,  one 
;ed  on  sophisticated  IT  technology  and  a  market- 
itric  management.  We  must  really  listen  and  respond 
our  customers  and 
'k  for  total  customer 
sfaction." 

/hen  he  says  "we," 
amura  clearly  means 
irybody  at  Toshiba. 
>  not  just  for  sales- 
>ple.  All  our  190,000 
ployees  worldwide 
e  contacts  with  cus- 
"iers.  Even  those 
3  work  in  factories 
iw  some.  We  must 
these  contacts  to 
3n  to  and  interact 
|  everyone  who 
■s  a  Toshiba  prod- 
.  In  the  past,  we 
e  a  technology-first 
npany.  We  would 
elop  technologically  advanced  products  and  then 
>e  for  a  good  reaction  from  customers.  Now  we  must 
grate  customer  desires  into  our  development  plans." 
lis  does  not  mean  that  Toshiba  is  decreasing  its  com- 
ment to  innovation.  Current  market  trends  play  to 
hiba's  leadership  in  mobile  and  network  products  and 
/Ices,  the  main  components  of  its  current  mid-term 
l.  The  company  is  directing  resources  to  retaining  its 
iber  one  position  in  portable  PCs  and  continues  to 
elop  breakthrough  technologies  in  areas  such  as  data 
'age,  semiconductors  and  LCDs.  Recent  next- 


There  is  no  end 
to  restructuring. 
Rather  than  fear  change, 
we  must  welcome  it  and 
understand  that  it  brings 
new  opportunities  and 
new  business." 


Tadashi  Okamura 
President  and  CEO 
Toshiba  Corporation 


generation  products  include  the  SD  (Se- 
cure Digital)  card,  Bluetooth  and  MPEG-4 
LSIs  and  ITS-related  systems  (Intelligent 
Transport  Systems).  Toshiba  also  is 
branching  out  in  new  directions,  as  seen  in 
its  recent  move  into  digital  broadcasting- 
based  e-commerce.  "The  key  to  success 
is  responsiveness  and  the  ability  of  our 
in-house  companies  to  work  together  to 
add  new  value  to  current  lines  and  create 
new  products,"  Okamura  says.  "We  do 
this  through  our  inter-company  value 
chain,  which  optimizes  value  creation 
through  internal  alliances." 

When  asked  if  recent  rounds  of  reorganization  at 
Toshiba  mark  an  end  to  restructuring,  Okamura  shakes 
his  head.  "There  is  no  end  to  restructuring,"  he  says.  "We 
must  have  a  structure  that  fits  the  needs  of  the  day  and 
the  markets  in  which  we  operate.  Rather  than  fear 
change,  we  must  welcome  it  and  understand  that  it 
brings  new  opportunities  and  new  business." 

Toshiba  is  driving  forward  again  in  true  rugby  fashion,  and 
under  Okamura's  leadership,  the  company  is  set  to  strength- 
en its  position  at  the  very  top  of  the  international  league. 
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f  j  m  M  M  hat  best  characterizes  Kyocera  is  that  it 
has  always  been  a  creative  company 
would  like  to  make  it  a  company  that 
grows  still  more,"  says  Yasuo  Nishiguchi, 
president  of  Kyocera  Corp. 
The  company  is  known  as  one  of  the  most  successful  and 
fastest-growing  high-tech  companies  in  Japan.  "No  other 
company  has  achieved  more  than  1  trillion  yen  (US$9.1  billion) 
in  sales  in  only  41  years  after  launching,"  Nishiguchi  says. 

Kyocera's  consolidated 
sales  are  forecast  to  reach 
1.28  trillion  yen  (US$11.7 
billion)  in  fiscal  2001 ,  which 
ends  March  31,  2001  — 
one  year  ahead  of  the  goal. 
Sales  were  812  billion 
yen  (US$7.4  billion)  in 
fiscal  2000. 

Even  more  significant  is 
its  high  profit  ratio  of 
15%.  Not  many  companies 
with  saies  above  1  trillion 
yen  (US$9.1  billion)  have 
such  a  high  profit  rate, 
according  to  Nishiguchi. 
"Our  success  results  from  a 
management  philosophy  of 
pursuing  value  for  all  stake- 
holders, whether  they  are 
employees,  consumers  or 
shareholders.  I  believe  the 
most  important  concern  for 
business  is  the  kind  of  value 
it  creates,"  Nishiguchi  says. 
He  stresses  that  the  creation 
of  new  technologies,  new 
products  and  new  markets 
is  an  imperative  at  Kyocera. 

When  Nishiguchi  took 
over  as  president  in  June 
1999,  he  laid  out  three  prin- 
ciples of  management  - 
creation  of  valuable  busi- 
ness, consolidated  manage- 
ment and  management  to 
increase  shareholder  value. 
He  adds  that  these  comply  with  global  best  practices. 

Fine  ceramics  constitutes  the  basic  element  for 
Kyocera's  products,  such  as  electronic  components 
and  semiconductor  parts.  Mobile  telephones 
typically  use  these  parts  as  capacitors  and  oscillators 


Yasuo  Nishiguchi 

President 

KYOCERA  Corporation 


and  packages  for  semiconductors. 

Kyocera  regards  Internet-related  business  as  the  vs 
guard  of  the  present  age.  Components,  devices  a 
equipment,  such  as  mobile  handsets,  are  estimated 
account  for  77%  of  the  company's  consolidated  sales 
fiscal  2000. 

Kyocera  acquired  Mita  Co.  Ltd.,  a  Japanese  copier  mi 
er,  in  January  2000  to  form  Kyocera  Mita  Corp.  The  folic 
ing  month,  it  acquired  Qualcomm  Inc.'s  CDMA  consun 

wireless  phone  busine; 
and  established  Kyoc< 
Wireless  Corp.  in  S 
Diego,  which  contribul 
significantly  to  the  she 
rise  in  sales  in  this  secto 
Even  though  the  inforn 
tion  and  communicatic 
sector  is  a  major  p 
of  Kyocera's  busine 
Nishiguchi  does  not  w. 
to  focus  only  on  this  a 
and  neglect  others.  Ale 
with  this  sector,  the  comf 
ny  has  two  other  busine 
strengths  —  the  lifesl 
enhancement  indus 
(which  includes  artifi< 
bones,  gemstones,  ca 
eras  and  other  produc 
and  the  environmer 
preservation-related  ind 
try  (which  includes,  amc 
other  things,  solar  ene 
systems  and  gas  turb 
parts). 

Nishiguchi  argues  t 
only  by  maintaining  si 
wide-ranging  busine 
lines  and  focusing 
R&D  can  the  compj 
expect  continued  gro\ 
in  a  rapidly  chang 
world.  "We  are  f 
exploiting  opportunil 
and  chances  that  are  av 
able  in  this  age  of  IT  sir 
ly  because  we  have  accumulated  technologt 
resources  in  the  past,"  he  says.  "We  may  face  challenc 
and  opportunities  from  a  completely  different  dired 
20,  30  or  50  years  from  now.  To  do  that,  we  must 
creative  forever." 


believe  the  most  important 
concern  for  business  is  the  kind  of 
value  it  creates," 
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Omron  Technology 


Hole  #4  Kemper  Lakes  Golf  Course,  Long  Grove,  Illinois 


How  can  you  tell  when  Omron  products  are  hard  at  work?  When  you're  not. 

A  global  technology  leader,  Omron  designs  and  manufactures  innovative 
solutions  to  make  your  life  easier,  more  productive,  and  more  comfortable. 
From  industrial  automation  to  electronic  components.  From  healthcare 
devices  to  fare  management  systems.  We  make  it  all  work  for  you. 
Omron.  The  human  side  of  technology,  www.omron.com 


omRon 


AUTOMATION  I  ELECTRONIC  COMPONENTS 
HEALTHCARE  I  AUTOMOTIVE  ELECTRONICS  I  SOCIAL  SYSTEMS 


Going  our  way? 


It's  time  to  take  cars  in  a  new  direction.  Along  a  cleaner,  more  open  road  that  travels  the  outskirts  of  convention.  That's  why  we've  created  1 
Toyota  Hybrid  System,  the  power  inside  our  breakthrough  gas/electric  vehicle,  the  Prius.  Toyota  is  the  first  company  to  mass-produce  a  hytj 
vehicle,  and  we're  working  to  develop  even  more  advanced  technologies  down  the  road.  Fasten  your  seatbelts.  It's  going  to  be  an  exciting  r| 

www.toyota.com/ecoloqic  800-GO-TOYOTA  ©2000  „^ ^  . 

DMORROW  TOYOTA 
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Who  will  win  in  the  end  will  be  determined  by 
who  puts  the  most  mobility  in  their  prod- 
ucts," says  Ichiro  Taniguchi,  president  and 
chief  executive  officer  of  Mitsubishi  Electric 
Corp.,  on  the  fiercely  competitive  and 
:ertain  world  of  IT  business  today, 
he  giant  manufacturer  runs  the  gamut  of  electrical 
chinery  and  electronic  appliances  —  from  locomotives, 
Dines,  generators  and  household  appliances,  to  satel- 
3,  elevators  and  semiconductors  —  but  the  mobile 
)ne  represents  the  pinnacle  of  its  vast  technological 
ources  and  points  to  its  future  direction, 
aniguchi  believes  that  Mitsubishi  Electric  can  enjoy  a 
>ng  position  in  the  communications  equipment  field 
:ause  it  can  integrate  technologies  accumulated  by  manu- 
:uring  wide-ranging  products  over  the  past  80  years, 
litsubishi's  communications  business  infrastructure  rang- 
from  space  (more  than  200  satellites)  and  submarine 
tical-fiber  cables)  to  terrestrial  (500  earth  stations).  The 
npany  soon  will  add  in-flight  Internet,  as  it  has  been 
jcted  as  a  regional  partner  in  Asia  for  Boeing's  in-flight 
irnet  service  for  access  to  e-mail  and  live  television, 
jy  for  installment  in  the  U.S.  in  late  2001  and  in  Asia  no 
r  than  2004. 
ne  important  area 
3re  Mitsubishi  possess- 
an  unchallenged  advan- 
e  is  in  encryption 
inology  to  safeguard 
sitive  information.  In 
15,  the  company  intro- 
;ed  the  MISTY  algorithm 
Internet/intranet  securi- 
This  has  led  to  a  new 
Srithm  called  KASUMI, 
ch  has  been  adopted 
the  open  global  stan- 
d  for  the  coming 
3DMA  mobile  phones. 


Two  things  are  essential 
in  today's  management  — 
the  ability  to  look  ahead 
into  the  future  and  to 
establish  a  distinct  identity 
for  all  of  your  products." 


Ichiro  Taniguchi 
President  and  CEO 
Mitsubishi  Electric  Corporation 


~\  this  age  of  digital  ter- 
als,  PCs,  digital  TVs  and  mobile  phones  are  the  three 

appliances,  but  it's  very  difficult  for  any  single  firm  to 
imand  the  top  position  in  all  three  fields,"  says  Taniguchi. 
3  have  decided  to  focus  mainly  on  mobile  phones,  while 
)  maintaining  our  position  as  a  leader  in  the  high- 
nition  projection  TV  and  Digital  Light  Processing™  projec- 

TV  fields  in  the  U.S."  In  May  2000,  the  company 
ounced  the  largest  (65-inch)  big-screen,  high-definition 
lection  TV  using  DLP™  technology, 
'hile  Taniguchi  emphasizes  the  focus  on  communications- 
ted  business  to  lead  Mitsubishi  Electric's  future,  its  tradi- 


tional lines  of  a  broad  array  of  electrical  machines 
and  equipment  still  constitute  a  significant  part  of 
its  business.  "By  applying  IT,  we  can  make  them 
much  more  lucrative  and  viable,"  Taniguchi  says. 

In  March  1999,  Mitsubishi  announced  a 
medium-term  goal  for  achieving  4  trillion  yen 
(US$36.7  billion)  in  sales  and  120  billion  yen 
(US$1 .1  billion)  in  pretax  profits  on  a  consoli- 
dated basis  in  fiscal  2001  (April  1,  2001- 
March  31,  2002).  The  results  for  fiscal  2000 
are  now  projected  to  already  well  exceed  the 
target  for  fiscal  2001  (ending  March  2002), 
with  sales  running  to  4.2  trillion  yen  (US$38.5 
biilion)  and  profits  of  200  billion  yen  (US$1.8  billion), 
thanks  mainly  to  a  strong  performance  in  semiconduc- 
tors and  cellular  phones. 

Taniguchi,  however,  sounds  rather  modest  about  this. 
"Things  are  moving  too  fast.  It's  difficult  to  make  a 
precise  forecast,"  he  says. 

"Having  said  that,  I  think  two  things  are  essential  require- 
ments in  today's  management  —  the  ability  to  look 
ahead  into  the  future  and  to  establish  a  distinct  identity 
for  all  of  your  products,  whether  they  be  mobile  phones, 
semiconductors  or  even  air  conditioners." 
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There  can  be 
very  few  top 
executives  any- 
where in  the 
world  who  have 
as  much  zest  for  their 
jobs  and  companies  as 
Yoshihiro  Yasui,  represen- 
tative director  and  presi- 
dent of  Brother  Industries, 
Ltd.  His  cheerful  smile  and 
unbounded  enthusiasm 
are  infectious  as  he  talks 
about  the  company,  which 
was  originally  started  by 
his  grandfather  in  1 908  as  a  service  and  parts  provider 
for  sewing  machines,  mainly  from  the  U.S.,  Germany 
and  the  U.K.  The  company  was  nurtured  by  his  father 
and  uncles,  the  original  brothers,  and  it  is  now  an 
integrated  manufacturer  of  everything  from  sewing 
machines  to  the  latest  IT  products,  with  worldwide 
sales  of  309.8  billion  yen  (US$2.8  billion).  Brother  also 
has  19  production  facilities,  six  in  Japan  and  13 


f  we  want  to  remain 
successful,  we  have  to  build 
on  Brother's  ability  to  react 
faster  than  competitors  when 
it  comes  to  market  changes/' 


Yoshihiro  Yasui 

Representative  director  and  president 
Brother  Industries,  Ltd. 


overseas,  and  33  sales  companies  in  29  countries. 

A  mechanical  and  electrical  engineer  by  training,  Ye 
is  extremely  proud  of  the  design  and  engineering 
Brother's  current  products,  which  include  fax  machin 
printers,  electronic  labeling  systems  and  high-tech,  oi 
stop  solutions  for  the  growing  SOHO  (small  offii 
home  office)  market.  "Technological  innovation  is 
everything.  If  they  are  to  survive  in  the  evermore  comp' 
tive  global  markets  of  the  new  century,  companies  h? 
to  learn  to  listen  to  their  customers,"  says  Yasui. 

"During  the  era  of  rapid  economic  growth, 
explains,  "mass  production  met  the  needs  of  relativ 
easy-to- please  customers.  They  just  wanted  someth 
that  worked  well  and  was  reliable.  But  today,  our  glo 
customers  are  very  particular  about  which  produ 
they  buy  and  demand  individualized  machines  that  m 
their  specific  needs.  Like  Dell  Computer,  wh 
responds  to  customer  requirements  by  supplying  la 
quantities  of  basic  computers  fast  and  at  low  cost, 
at  Brother  provide  customized  solutions  to  domes 
institutional  and  industrial  clients  throughout  the  worlc 
Digitalization  and  integration  are  the  buzzwords  Ye 
likes  best.  "If  we  want  to  remain  successful,  we  have 
build  on  Brother's  ability  to  react  faster  than  competit 
when  it  comes  to  market  changes,"  he  says.  "No  ma 
how  good  your  idea,  if  you  are  slow  in  bringing  it  to 
market,  you  will  fail.  We  have  to  continue  to  stay  at  lea: 
half-step  ahead  of  our  comp 
tors,  so  it  is  vital  that  we  contir 
to  rapidly  digitalize  and  integr 
our  products,  particularly  our 
solutions  products,  into  ever  srr 
er  and  more  convenient  packac 
Our  ability  to  do  this  can  probe 
be  best  shown  by  our  new  Cc 
Multi-Function  Center,  which  cc 
bines  PC  fax,  color  printer,  cc 
fax,  color  scanner  and  ph 
media  capture  and  print  functit 
in  a  1 9. 4-by-1 8. 9-by-1 4.6-inch : 
gle  unit,  perfect  for  SOHOs 
medium-size  offices." 
"Brother,"  says  Yasui,  "is  a  marl 
oriented,  technologically  strong  manufacturer."  Uke 
father  and  grandfather  before  him,  Yasui's  own  engine 
ing  background  ensures  "our  ability  to  attract  the  very  t 
engineers  throughout  the  world,"  he  says.  "They  are  h 
py  to  work  for  a  company  that  recognizes  their  value." ' 
company  in  the  past  may  well  have  been  nurtured: 
brothers,  but  Yasui  seems  totally  set  on  creating  a  r 
brotherhood  of  engineers,  marketers  and  customers. 
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One  drop.  A  world  of  flavor. 


)ver  300  years  ago,  Kikkoman  created  the  first  drop 
>f  a  unique  seasoning  that  today  inspires  the  world. 
Jsing  only  the  finest  natural  ingredients  including 
oybeans,  wheat,  salt  and  pure  water,  Kikkoman  soy 
auce  has  been  naturally  brewed  to  the  same 
'aditional  recipe  ever  since.  Today  Kikkoman  is  among 
ie  world's  oldest  and  most  well  known  brands, 
ippreciated  around  the  world  for  the  original  taste  it 
•rings  to  other  ingredients,  and  its  versatility  in  imparting 
i  delicious  flavor  before,  during  and  after  cooking. 


To  support  sales  in  nearly  one  hundred  countries, 
Kikkoman  has  production  facilities  in  Japan, 
the  U.S.A.,  Europe,  Asia,  and,  from  2001,  in  China. 
As  a  responsible  corporate  citizen,  Kikkoman  is 
committed  to  working  in  harmony  with  nature 
through  the  responsible  recycling  of  waste,  and  to 
being  an  involved  member  of  the  local  communities 
in  which  we  operate.  This  philosophy,  carefully 
matured  over  time,  is  central  to  our  ability  to  create 
a  world  of  flavor  from  a  singie  drop  of  soy  sauce. 


KIKKOMAN 


ikkoman  Corporation  2-1-1,  Nishi-Shinbashi,  Minato-ku,  Tokyo  105-8428,  Japan  (  http://www.kikkoman.com  ) 
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Seiko  Epson  Corp.  is  Japan's  largest  printer 
manufacturer.  From  1994  to  1996,  its  printer 
business  expanded  three  times  to  400  billion 
yen  (US$3.7  billion)  and  replaced  Canon  tnc.  as 
number  one  in  that  area.  President  and  chief 
executive  officer  Hideaki  Yasukawa,  who  took  office  in 
1 991 ,  was  responsible  for  this  dramatic  turnaround. 

"Speed  and  achievement"  is  Yasukawa' s  basic  philoso- 
phy in  running  his  company.  "Quick  decision  making  is 
of  utmost  impor- 
tance," he  says. 
The  practice  of 
speedy  decision 
making  and  secur- 
ing quick  results 
has  been  main- 
tained through  peri- 
odic shake-ups  of 
middle  manage- 
ment. Managers 
above  the  depart- 
ment chief  level  are 
reassigned  to  new 
posts  about  once 
every  five  years, 
even  if  they  are 
doing  well  in  their 
present  positions. 

"They  must  be 
exposed  to  new 
challenges  so  that 
they  won't  become 
complacent  or 
narrow-minded," 


The  middle  manager  must  be  exposed  to 
new  challenges  so  that  he  won't  become 
complacent  or  narrow-minded," 


Hideaki  Yasukawa 

President  and  CEO 

SEIKO  EPSON  CORPORATION 


Yasukawa  says.  "In  my  first  year  as  president,  I  had  thor- 
ough discussions  with  all  the  middle  managers  individual- 
ly to  convince  them  of  my  thinking. 

"I  have  laid  out  my  10  principles  for  effective  leadership, 
emphasizing  innovation,  speed  and  accomplishment. 
They  happen  to  have  much  in  common  with  General 


Electric  Chairman  Jack  Welch's  ideas,"  Yasukawa  says. 

Behind  the  strong  technological  resources  that  suppo 
Seiko  Epson's  position  in  the  industry  are  its  capabilitia 
and  experience  in  producing  precision  equipment  in  min 
iature  sizes,  which  originate  from  its  long  history  of  water} 
making. 

Seiko  Epson  was  established  in  1942  as  the  manufac 
turer  of  Seiko  watches.  Yasukawa  started  his  own  caret 
with  Seiko  Epson  in  1955  following  graduation  from  th 
University  of  Tokyo,  where  he  majore 
in  precision  mechanics. 

Although  watches  account  for  leg 
than  7%  of  Seiko  Epson's  busines 
today,  the  precision  technology  and  co 
porate  culture  nurtured  in  watchmakirl 
continue  to  live  as  the  backbone  of  th 
company's  indisputable  strength  in  prim 
ers  and  other  product  lines. 

Yasukawa  does  not  want  Seiko  Epsc 
to  be  identified  with  the  printer  businea 
alone.  In  the  electronic  device  divisioi 
the  company  boasts  of  three  key  iterr 
with  superb  competitiveness  as  par 
for  mobile  phones  —  liquid  crystal  di! 
plays,  semiconductors  and  crystal  osc 
lators,  all  featuring  low  voltage  and  pov 
er  consumption.  "We  are  about  the  or 
maker  in  the  world  who  can  sell  thes 
devices  in  sets  to  mobile  phone  mam 
facturers,"  Yasukawa  says.  "Our  lor 
tradition  as  a  watchmaker,  able  to  pn 
cure  parts  nearly  completely  from  witl 
in,  has  made  this  possible." 

Seiko  Epson  has  34  domestic  and  fl 
overseas  subsidiaries  that  are  consc 
dated  in  its  accounting  and  employs 
total  of  47,000  people.  The  group 
sales  are  projected  to  reach  1 .35  trillic 
yen  (US$12.4  billion)  in  the  fiscal  ye 
ending  March  31 ,  2001 . 

The  company  originated  in  Suwa  Ci1 
known  for  Lake  Suwa,  which  is  in  mow 
tainous  Nagano  Prefecture  and  abo 
200  kilometers  from  Tokyo.  Because 
this  background,  Seiko  Epson  is  ve 
conscious  of  environmental  protection.  "We  have  be< 
extremely  careful  not  to  pollute  the  lake,  and  that  hi 
kept  us  sensitive  to  the  environment  wherever  we  go 
the  world,"  says  Yasukawa,  showing  several  citations 
the  U.S.  Environmental  Protection  Agency  for  its  envirc 
mental  efforts. 
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The  common  accusation 
aimed  at  Japan  has'  been 
that  it  is  suffering  from  iner- 
.  tia.  The  Japanese  adminis- 
trative, industrial  and  even 
social  systems,  extremely  efficient  dur- 
ing the  postwar  reconstruction  period, 
lost  direction  and  became  outdated 
from  the  1980s  onward.  What  is  more, 
with  the  emergence  of  the  new  global 
economy  with  its  different  conditions 
and  paradigms,  both  Japan's  written 
and  unwritten  regulations  and  rules 
intrinsic  to  reconstruction  became  a 
heavy  burden  on  the  economy. 

Particularly  seen  from  the  non- 
Japanese  perspective,  Japan  has 
appeared  to  constantly  resist  the 
changes  necessary  to  instill  vitality  and 
set  the  economy  firmly  on  the  path  to 
robust  growth.  However,  cynics 
beware!  Central  government  reforms 
introduced  in  January  this  year,  the 
first  major  changes  in  half  a  century, 
may  have  a  much  stronger  impact 
than  could  have  been  originally  expect- 
ed. Many  businesspeople,  even  some 
inside  Japan  itself,  are  unaware  of  the 
potential  repercussions  of  such  funda- 
mental reforms  and  discount  them  as 
merely  cosmetic.  That  interpretation 
would  be  a  mistake.  Japan  is  not 
placidly  sailing  along  as  before. 

The  original  plans  for  reform  com- 
menced with  the  establishment  in 
November  1996  of  the  Administrative 
Reform  Council,  which  was  given  a 
little  over  a  year  by  then  Prime  Minister 
Ryutaro  Hashimoto  to  finalize  a  report 
and  make  recommendations  for 
reform.  However,  to  fully  understand 
what  exactly  is  going  on,  it  is  neces- 
sary to  take  into  account  the  frustra- 
tions of  Japanese  politicians  with  the 
discretionary  power  of  the  bureaucra- 
cy. During  the  postwar  reconstruction 
process,  the  tightly  meshed  alignment 
of  interests  between  politicians  and 
industry,  supported  by  an  elite  and 
powerful  bureaucracy,  was  acceptable 
and  even  desirable.  As  Japan's  econo- 
my grew  and  matured,  however,  peo- 
ple tired  and  grew  wary  of  excessive 
and  often  unnecessary  displays  of 
bureaucratic  power.  The  outcome  of 


this  dissatisfaction,  combined  with 
mounting  criticism  from  abroad  that  cit- 
ed the  bureaucracy  as  a  major  barrier 
to  normal  commercial  access  to 
Japanese  markets,  engendered  a 
sense  of  crisis  within  the  long- 
governing  Liberal-Democratic  Party 
(LDP). 

The  LDP,  in  fact,  was  forced  to 
swallow  a  very  bitter  pill  in  July  1993, 
when  it  lost  its  parliamentary  majority 
for  the  first  time  in  almost  four  and  a 
half  decades.  More  recently,  the  fact 
that  independent  candidates  won  local 
elections  in  LDP  strongholds  in  such 
regions  as  Nagano  and  Tochigi  Prefec- 
tures exacerbated  the  sense 
of  political  instability,  combined  with  vot- 
ers' low  evaluation  of  political  leaders. 

What  should  strike  any  informed 
observer  is  not  only  the  depth  of  the 
reforms,  but  also  the  speed  with  which 
they  are  being  implemented.  The 
Basic  Law  on  Administrative  Reform, 
for  example,  passed  the  Diet  in  less 
than  six  months  after  the  final  Council 
recommendations  were  announced, 
and  all  related  laws  were  adopted  with' 
in  a  year  of  that  enactment.  Further- 
more, the  actual  implementation  of  the, 
reforms  has  been  rapidly  taking  place, 
since  the  middle  of  2000. 

One  of  the  main  effects  of  the) 
reforms,  something  that  many  previ- 
ous premiers  would  have  given  an  arm 
for,  will  be  to  strengthen  the  power  oj 
and  human  resources  available  to  the: 
prime  minister.  Unlike  many  Westerr 
democracies,  the  power  of  the 
Japanese  prime  minister's  cabinel 
was  extremely  weak.  Furthermore,  thg 
cabinet  was  allotted  a  very  small  staft 
and  had  almost  no  bureaucratic  mem- 
bers with  de  facto  regulatory  anc 
policy-making  power.  The  receni 
reforms,  however,  mandate  a  signifi- 
cant increase  in  cabinet  power  and  c 
concomitant  expansion  of  cabine' 
posts,  both  political  and  appointed,  as 
well  as  special  advisers  handpicked  b) 
the  prime  minister  from  both  the  pri- 
vate and  public  sectors.  The  cabinet 
also  will  be  able  to  commission  count 
cils  on  important  policy  matters;  part 
ticularly  in  the  economic  and  fisca| 

Continued  on  page  S-41 1 
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When  he  was  a  student  at  Japan's  prestigious 
Tokyo  University,  Koji  Nishigaki,  president  of 
NEC  Corp.,  one  ot  Japan's  leading  providers  of 
Internet  solutions,  did  something  very 
un-Japanese;  he  set  up  an  American  football 
b.  "Running  a  large  company  in  these  days  of  IT  and 
/anced  technology  is  rather  like  managing  an  American  foot- 
team.  American  football  is  the  game  of  the  IT  generation, 
im  plays  and  programs  are  critical.  The  entire  team  must 
rk  as  a  single  unit  to  get  the  advantage  over  its  competitors 
i  reach  the  goal  line  of  shareholder  value.  That  is  how  a 
npany  must  operate  after  the  IT  revolution,"  says  Nishigaki. 
i  fact,  since  Nishigaki  took  over  as  president,  he  has  been 
ig  to  ensure  that  the  corporation  acts  more  like  a  league 
n  a  single  team.  "As  one  of  the  major  actions  to  reform  our 
>iness  structure,  we  have  separated  the  organization  into 
se  internal  companies  —  NEC  Networks,  NEC  Electron 
/ices  and  NEC  Solutions  —  each  of  which  is  expected  to 
:ome  a  global  number  one  player  with  products  or  services 
t  are  world-beaters.  NEC  Networks  works  with  a  relatively 
all  number  of  network  operators  focused  on  the  next- 
leration  network  business,  but  has  to  work  extremely  close- 
\/ith  them  to  ensure  we  provide  the  equipment  they  want. 
3  Electron  Devices  is 
using  on  providing 
'ice  solutions  to  not 
I  the  personal  comput- 
ldustry  and  to  peripher- 
manufacturers,  but 
)  to  the  mobile  and 
adband  Internet- 
ted  industries.  It  is  a 
or  supplier  to  equip- 
it  venders  with  whom 
have  to  work  in 
dem  to  provide  the 
ducts  they  require. 
3  Solutions  provides 
wers  to  computer-  and 
rnet-related  problems 

onjunction  with  NEC's  BIGLOBE  Internet  service  provider 
jsed  on  Japan's  rapidly  developing  model  of  electronic 
-imerce  (EC)  in  the  distribution  and  financial  sectors.  It  also 
*/ides  open,  mission-critical  systems  for  a  wide  range  of 
"kets,  from  individual  users  to  large  industrial  concerns  and 
emment.  The  key  to  our  success  is  identifying  exactly  what 
customers  need  and  then  supplying  it,"  says  Nishigaki. 
fter  bottoming  out  in  1998  with  a  significant  loss,  NEC 
de  a  slight  profit  in  1999.  "In  fiscal  2000,  which  ends  in 
-ch  2001,  we  are  looking  at  a  profit  of  90  billion  yen 
$826  million).  This  is  mainly  because  of  the  growth  in 


American  football  is  the  same  of 
the  IT  generation.  Team  plays  and 
programs  are  critical. 
The  entire  team  must  work  as 
a  single  unit  to  get  the  advantage 
over  its  competitors  and  reach 
the  goal  line  of  shareholder  value." 


Koji  Nishigaki 

President 

NEC  Corporation 


Internet- based  products  and  services.  We 
identified  the  Internet  as  our  core  business 
early  enough  to  take  full  advantage  of  its 
takeoff  in  Japan,"  says  Nishigaki. 

Nishigaki  believes  that  NEC  has  some- 
thing to  offer  to  global  markets.  "For  exam- 
ple," he  says,  "we  set  up  a  sophisticated 
Demand  Chain  Management  system  for 
7-Eleven  Japan  and  Ito-Yokado  Group  in 
Japan  on  a  client-server  based  system.  This 
was  so  successful  that  7-Eleven,  Inc.  in  the 
U.S.  (formerly  Southland),  a  majority  of 
which  is  owned  by  Ito-Yokado  Group, 
asked  us  to  introduce  a  similar  system  for 
them.  We  are  going  to  enhance  the  proven 
Demand   Chain   Management  solution 
by  developing  it  as  an  Internet-  (Web-)  based  system  at 
DCM  Solutions,  Inc.,  which  we  established  in  Dallas.  We 
soon  will  offer  this  new  product  in  the  U.S." 

Through  his  three  in-house  companies,  each  with  its  own 
strengths,  Nishigaki  obviously  intends  to  enable  NEC  to 
achieve  superiority  in  specific  market  sectors  and  provide 
greater  shareholder  value.  As  is  the  case  in  American  football, 
Nishigaki  believes  that  success  comes  from  the  planning  of 
plays,  which  must  be  viewed  in  terms  of  a  global  market. 
Japan,  he  says,  must  look  at  global  requirements  and  not  try 
to  stand  alone. 
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JR  East:  A  Diversified  Leader 
with  Railways  at  the  Heart 


Globally,  JR  Hast  leads  the  railway  industry  as 
the  sole  operator  oj  a  network  pf  five  super-fast  Shinkansen  lines. 
Building  on  this  core  expertise,  in  the  2  1st  century, 
a11  member  companies  of  the  |R  Hast  Group 
will  achieve  the  synergy  necessary  for  healthy  and  sustainable  growth, 
while  enhancing  customer  satisfaction  and  shareholder  returns. 
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i  ^Joshio  Tateisi,  representative  director  and  chief 
\M  executive  officer  of  OMRON  Corp.,  one  of  the 
world's  leading  suppliers  of  control  technology 

&     solutions  including  electronic  cash  registers, 
point-of-sales    systems,    automatic  teller 
chines  (ATMs)  and  health  care  and  medical  equipment, 
i  a  dream.  Says  Tateisi:  "In 

coming  society,  we  will 
3d  to  put  more  emphasis 
the  realization  of  new  life- 
les  and  learn  how  to 
gender  self-fulfillment.  We 
st  focus  on  searching  for 

true  joy  of  living.  Our  aim 
>uld  be  to  change  from  a 
ely  materialistic  society  to 
3  that  aims  at  more  funda- 
ntal  goals,  such  as  long 
i  healthy  lives,  comfortable 
styles,  opportunities  for  life- 
g  education  and  greater 
jyment  of  leisure." 
ateisi  believes  that  the 
rid  is  about  to  move  from 

industrialized  society  to 
at  he  refers  to  as  the  opti- 
:ation  society,  when  the 
js  on  all  social  groupings 
be  to  develop  better 
'chological  lifestyles  with 
3  concentration  on  purely 
terialistic  achievements, 
le  industrial  society  gave 
h  to  never-before-seen 
sis  of  material  wealth, 
:  also  brought  about  an 
jr-increasing  imbalance 
ween  material  and  psy- 
)logical  affluence,"  says 
eisi.  "The  existing  system 
phasizes  efficiency  and 
ductivity  and  has  resulted 
he  most  affluent  individuals 
:he  world.  Now,  however, 

need  to  strive  for  a  set  of 
jes  that  emphasize  creativity  and  the  joy  of  living." 
ateisi  believes  that  this  joy  of  living  can  best  be 
lieved  through  his  company's  basic  philosophy:  "To 

machine,  the  work  of  the  machine;  to  man,  the  thrill 
further  creation."  This  creative  freedom,  Tateisi  says, 

be  achieved  when  "we  learn  how  to  imbue  machines 


Yoshio  Tateisi 
Representative  director  and  CEO 
OMRON  Corporation 


with  human  characteristics.  Within  the  next  two  or  three 
decades,  we  will  be  able  to  create  machines  with  'minds' 
similar  to  human  beings.  We  will  give  them  the  five  sens- 
es and  language  ability,  which  will  bring  about  an 
optimized  relationship  between  machines  and  mankind, 
whereby  humans  will  be  set  free  to  develop  ever  more 

creative  social  functions." 

Tateisi  says  that  OMRON 
already  is  moving  along  the 
path  toward  creative  individ- 
uality and  self-fulfillment. 
"As  far  back  as  20  years 
ago,"  he  says,  "we  opened 
a  plant  mainly  staffed  by 
physically  challenged  peo- 
ple, which  gave  them  the 
opportunity  to  participate  in 
mainstream  society  and 
achieve  their  individual 
goals  on  an  equal  footing. 
At  OMRON,  we  also  want 
to  break  the  Japanese 
traditional  social  value  that 
encourages  people  to  work 
long  hours,  so  we  intro- 
duced the  'refreshment 
vacation'  for  managers, 
because  those  are  the  peo- 
ple who  have  reached  the 
busiest  time  in  their  careers 
and  are  facing  the  most 
need  for  refreshment.  So, 
after  six  years  in  manage- 
ment, employees  are  urged 
to  use  some  time  to  refresh 
themselves  by  taking  an 
extended  vacation.  The  vital- 
ity and  creativity  they  bring 
back  after  their  leaves  of 
absence  demonstrate  the 
practical  values  of  helping 
people  achieve  self- 
fulfillment." 

Tateisi's  stress  on  the 
psychological  approach, 
with  its  emphasis  on  spiritual  and  social  development, 
may  appear  to  many  to  be  too  cerebral  and  not 
practical,  but,  says  Tateisi,  "There  is  a  whole  world  of 
difference  between  action  without  thinking  and  action 
after  careful  thought.  In  the  21st  century,  this  difference 
will  grow  even  larger." 


In  the  coming  society,  we  will  need 
to  put  more  emphasis  on  the 
realization  of  new  lifestyles  and  learn 
how  to  engender  self-fulfillment/' 
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The  world  is  facing  a  new 
networked,  digital  lifestyle, 
and  we  will  ensure  that 
Canon  remains  ahead 
of  the  game." 


ff  I  -  I  he  past  five 
years  have 
been  spent 
implementing 
the  compa- 
ny's first  five-year  manage- 
ment plan,  which  has 
included,  among  other 
issues,  retrenchment, 
rationalization  and  the 
achievement  of  a  vastly 
improved  cash  flow,"  says 
Fujio  Mitarai,  president 
and  chief  executive  officer 
of  Canon  Inc.  "We  have 
basically  fulfilled  all  the  goals  we  set  in  our  Excellent 
Canon  Group  Management  Plan,  and  we  can  look  to  the 
future  with  a  great  deal  of  optimism."  The  goals  he  is  talk- 
ing about  were  very  comprehensive  and  affected  almost 
every  aspect  of  the  group's  operations. 

On  the  production  side,  Canon  has  evolved  from  the 
production-line  system  to  a  cell  format,  Instead  of  having 
a  long  line  of  people  working  on  a  single  product  in  suc- 


Fujio  Mitarai 

President  and  CEO 
Canon  Inc. 


cession,. the  dozen  or  so  workers  in  each  cell  wc 
together  to  assemble  complete  products.  "The  introdi 
tion  of  this  system  has  paid  dividends  in  several  ma 
areas,"  explains  Mitarai.  "First,  cell  manufacturing  alio* 
individual  workers  to  use  their  total  knowledge  of  t 
manufacturing  process  in  a  more  creative  way.  Work* 
also  are  more  able  to  concentrate  on  quality  contr 
bringing  about  a  50%  reduction  in  rejected  products." 

The  second  advantage  is  that  cell  manufacturing  h 
allowed  significant  improvements  in  warehousing  and  sh 
ping.  A  new,  just-in-time  system  for  parts  delivery  t° 
resulted  in  considerably  less  warehousing.  Furthermore,  f 
ished  products  are  immediately  loaded  into  containers  a 
shipped  directly  to  ports.  Explains  Mitarai:  "These  two  inr 
vations  mean  we  have  been  able  to  reduce  warehousi 
by  30%  and  realize  major  savings  in  inventory." 

Third,  the  cell  process  allows  more  flexible  productic 
thereby  enabling  the  company  to  make  much  more  ra\ 
changes  to  the  manufacturing  process. 

Canon  is  definitely  leaner  and  more  efficient  than  it  vv 
five  years  ago,  but  what  will  the  next  five  years  bring 
customers  and  the  group's  81 ,000  workers  worldwid 
"Diversification  and  globalization  are  the  keys  to  t 
future,"  says  Mitarai.  "In  order  to  ensure  the  best  glol 
results,  we  are  now  aiming  at  enhancing  group  perf< 
mance  on  a  consolidated  basis.  During  the  next  fi 
years,  we  will  diversify  our  operations  by  establishi 
independent  headquarters  in  t 
U.S.  and  Europe.  Along  with  the  ci 
rent  headquarters  in  Japan,  this  1 
polar  system  means  that  each  offi 
will  be  totally  responsible  for  R& 
manufacturing  and  sales  in  its  o\ 
area.  We  will  expect  each  regior 
headquarters  to  conduct  their  o\ 
research  and  develop  the  be 
products  using  local  expertise  ai 
knowledge.  In  the  U.S.,  for  examp 
particularly  in  the  IT  field,  we  plan 
acquire  or  set  up  joint  ventures  w 
oompanies  that  have  developed 
are  developing  products  that  cor 
plement  our  own  lines.  This  mo 
will  help  the  Canon  family  grow  even  more." 

On  the  whole,  after  several  difficult  years,  Canon  nc 
seems  set  to  reap  the  benefits  of  recent  reorganization  a 
planned  expansion.  Says  Mitarai:  'We  are  no  longer  simpK 
hardware  manufacturer.  Digitalization  and  networking  me 
that  we  now  can  offer  complete  office  and  home  solution 
The  world  is  facing  a  new  networked,  digital  lifestyle,  and 
will  ensure  that  Canon  remains  ahead  of  the  game." 
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NEC  is  focused  on  the  high  growth  and  high  profit  business  of  the 
mobile  and  broadband  Internet.  Powerful  yet  agile,  NEC  is  introducing 
innovative  solutions  on  a  global  scale.  In  mobile  communications,  NEC 
is  building  one  of  the  world's  first  3G  networks.  In  optical  networks, 
NEC  is  about  to  deploy  industry-leading  1.6Tbps  WDM  fiber  transmission 
infrastructure.  This  market  leadership  is  made  possible  in  part 
by  device  solutions  from  NEC  -  building  on  the  world's  largest  market 
share  in  digital  logic  and  the  world's  second  largest  share  in 
semiconductors  overall.  Determined  to  be  the  world  leader  in  its  chosen 
domains,  NEC  has  committed  to  spending  nearly  $6  billion  over 
the  next  three  years  on  strategic  acquisitions.  Wherever  the  Internet 
goes  tomorrow,  you'll  find  a  $48  billion  company  called  NEC  at  the 
leading  edge  of  it,  today.  NASDAQ:  NIPNY  nec-global.com 

Go  ahead  and  keep  that  to  yourself. 

lma  g1  nation. 
 1  Sol  u  ff  o  n  s. 

NEC 

12000  NEC  Corporation 
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Sitting  in  his  office,  only  a  five-minute  walk  from 
the  stadium  of  the  Yomiuri  Giants,  Japan's 
champion  Paseball  team,  Fujio  Cho,  president  of 
Toyota  Motor  Corp.,  has  the  air  of  a  champion 
himself.  Presiding  over  Japan's  largest  and  most 
comprehensive  automaker  is  not  a  job  for  the  fainthearted, 
but  Cho  is  taking  it  in  stride  and  eagerly  looking  forward  to 
more  growth  in  the  next  few  years.  "Toyota  is  progressing 
well  in  the  three  areas  that  will  be  critical  to  survival  during 
the  next  decade:  effective  use  of  IT,  development  of  environ- 
mentally friendly  technology  and  fundamental  cost  reduc- 
tions," he  explains. 

IT  development  is  not  new  to  Toyota,  but  since  the  first 
installations  of  car  phones  20  years  ago,  this  company  con- 
stantly has  striven  to  remain  on  the  leading  edge  of  new 
technology.  Now,  as  a  major  shareholder  in  Japan's 
second-largest  telecom  company,  KDDI,  Cho  believes 
Toyota  "is  in  a  position  to  take  full  advantage  of  KDDI's  fun- 
damental IT  infrastructure  to  further  develop  our  own  IT  abili- 
ties. For  example,  with  virtual  engineering,  we  create  dies 
and  molds  and  even  prototype  cars  through  CAD/CAM  pro- 
jects, thus  making  considerable  savings  in  both  time  and 
money.  Furthermore,  we  offer  ITS  (Intelligent  Transport  Sys- 
tems) for  safer,  less  con- 
gested roads  and  cleaner 
air.  We  are  also  supporting 
the  car  purchasing  and 
ownership  experience  via 
the  Internet." 

Cho  believes,  however, 
that  IT  leadership  is  not  the 
only  tool  necessary  for  sur- 
vival. "In  the  21st  century, 
the  marketing  of  environ- 
mentally friendly  products 
will  be  critical.  Unless  auto- 
makers 'green'  all  aspects 
of  their  business,  it  will  be 
impossible  to  guarantee 
survival,"  he  explains.  "We 
are  taking  an  organic 
approach  to  the  environ- 
ment by  not  only  developing  hybrid  and  battery- powered 
vehicles,  but  also  developing  cleaner  gasoline  and  diesel 
engines."  Regarding  the  much-vaunted  fuel -eel I -powered 
vehicles,  however,  Cho  is  a  little  more  downbeat.  "The  prob- 
lem with  fuel- cell  cars  is  that  they  are  currently  impossible  to 
produce  at  affordable  prices.  And  if  consumers  can't  afford 
them,  we  can't  sell  them.  It  is  going  to  take  at  least  another 
1 0  years  before  we  reach  that  stage." 
The  third  pillar  of  Cho's  plan  for  Toyota's  continuing 


n  the  2 1st  century, 
the  marketing 
of  environmentally  friendly 
products  will  be  critical.  Unless 
automakers  'green'  all  aspects  of 
their  business,  it  will  be  impossible 
to  guarantee  survival," 


Fujio  Cho 
President 

Toyota  Motor  Corporation 


growth  is  what  he  calls  fundamental  co 
cutting.  "In  all  aspects  of  business,  w 
have  to  be  constantly  aware  of  cost,  ar 
one  way  we  can  achieve  reductions 
through  organized  localization."  Toyoi 
already  has  taken  several  steps  in  m 
direction.  First  was  the  localization  of  pan 
procurement,  with  increasing  numbers 
parts  being  sourced  in  the  26  countrie 
locations  where  Toyota  produces.  Secor 
was  the  localization  of  financial  resourcs 
through  Toyota's  1 999  listing  on  the  Ne 
York  and  London  exchanges.  The  ne 
step,  says  Cho,  "will  be  the  localization  of  human  resource 
We  already  are  reducing  the  number  of  expatriate  Japan© 
at  our  overseas  facilities,  with  the  final  goal  being  to  ha 
locals  at  the  very  top,  something  already  achieved  in  sevei 
of  our  companies,  including  two  in  the  U.S." 

If  Toyota's  efforts  toward  IT  development,  green  manufa 
turing  and  cost  reductions  all  go  according  to  Cho's  plar 
he  believes  Toyota  will  outshine  its  baseball-playing  neig 
bors  by  becoming  global,  not  merely  national,  champions. 
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Think  of  Kyocera  as  a  maker  of 


dot  components. 


There's  a  lot  more  to  the  Internet  than 
dot  com.  Capacitors,  oscillators,  fiber  optic 
components,  semiconductor  fabrication 
parts  and  ceramic  IC  packages  for  a  start. 
Clamorous?  No,  but  they  are  essential  to 
the  technologies  that  make  the  Internet 
exciting.  As  a  world-leading  manufacturer 
of  these  components,  the  Kyocera  group 
is  behind  the  exponential  growth  enjoyed 
by  e-businesses  and  service  providers. 
By  supporting  those  businesses,  our 
components  help  make  the  Internet  fun 
and  profitable  for  everyone. 

Our  components  are  marketed  under  the  Kyocera, 
AVX  and  Elco  brands. 

Pictured  is  the  MINI-DIL  optoelectronics  package.  A  key 
component  for  linking  people  to  the  Internet  through  a 
wide  range  of  optical  telecommunication  lines,  from 
high-speed  trunks  to  low-end  subscribers. 


a. com 


Advertisement 


Nippon  Steel  Perspectives 


Toward  An  Eco-Society 

Reduction,  Reuse  and  Recycling  —  Three  Major  Initiatives  foi 
Structuring  An  Eco-friendly  and  Recycling-oriented  Society 


In  Japan,  it  is  estimated  that  every  person  consumes  a  single  can 
of  beverage  each  clay,  thus  generating  an  annual  demand  for 
37,900  million  beverage  cans  (1998),  of  which  steel  cans  ac- 
count for  58%.  Joint  endeavors  by  consumers,  steelmakers 
and  local  governments  to  recycle  such  a  vast  amount  of  cans 
or  to  reduce  disposal  of  used  cans  culminated  in  a  high  re- 
cycling ratio  of  used  steel  cans  of  82.5%  in  1998.  This  means 
that  more  than  one  million  tons  of  steel  scrap  is  recycled 
annually  as  the  major  material  in  electric-furnace  steelmak- 
ing. 

Currently  in  Japan  there  are  multifaceted  movements  to 
establish  a  society  conscious  of  the  environment  and 
committed  to  recycling  as  a  means  of  coping  with  a 
shortage  of  waste  disposal  sites,  and  more  ap- 
parent environmental  concerns  centering  on  glo- 
bal warming.  One  aspect  of  these  movements 
involves  not  only  the  reuse  and  recycling  of 
products,  but  also  the  recycling  of 
byproducts  generated  in  production  pro 
cesses  and  the  reduction  of  final  waste 
disposal. 

For  its  part,  Nippon  Steel  is 
tackling  the  recycling  of  not 
only  the  byproducts  generated  in 
its  own  production  processes  but 
also  those  produced  in  other  in- 
dustries and  waste  materials 
from  communities. 


Photo:  Japan  Steel  Can  Recycling  Associatio 


Environmental  Considerations 


recycling  of  Steelworks  Byproducts  and  Reduction  of  Wastes 


Recycling  of  Byproducts 

)proximately  40  million  tons  of  byproducts 
e  generated  each  year  from  steelmak- 
g  processes  in  Japan.  Slag  accounts 
r  90%  of  all  byproducts  thus 
:nerated,  and  the  major 
ast-furnace  slag  is  100% 
used  mainly  as  raw 
aterial  for  cement, 
adbed  materials 
d  aggregates  as  a 
ibstitute  for 
nd.  As  for  dust 
id  sludge 
lich  include 
ecious  met- 
>,  their  recy- 
ing  ratios 
ve  been  im- 

oved  greatly  MBP^  Low-heat 

°  cement  containing 

reach        jT        80%  or  more  of  ground 
l0ut       jf     granulated  blast-furnace  slag 
was  used  for  the  anchorage 
1 '" ■     foundation  of  the  world's  longest  suspension 
bridge,  Akashi  Kaikyo  Bridge. 


■  Reduction  of  Waste 
Disposal 

Because  of  intensive  efforts 
for  recycling  of  slag,  dust, 
sludge  and  other  byproducts, 
Nippon  Steel  has  already  re- 
alized a  recycling  ratio  of 
more  than  98%.  The  com- 
pany is  aiming  at  improving 
the  recycling  ratio  still  fur- 
ther, setting  the  challenging 
target  of  a  75%  reduction  in 
the  amount  of  residual 
unrecycled  wastes  by  the  year 
2010,  compared  to  the  base  year 
of  1990.  R&D  will  focus,  among 
other  targets,  on  improving  the  qual- 
ity of  stainless  steel  slag  and  on  develop- 
ing technologies  for  removing  zinc  from  dust 
and  sludge. 

■  Recycling  of  Steel  Cans 

A  significant  endeavor  to  promote  the  recov- 


ery of  used  cans  Recycling  Ratio 
is  the  establish-  of  Steel  Cans  in  Japan 
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ment  of  the  Ja- 
pan Steel  Can  Re- 
cycling Associa- 
tion jointly  by 
Nippon  Steel  and 
other  tinplate 
makers,  can- 
making  compa-  20 
nies  and  steel 
traders.  Among 

its  major  activi-   1990  91  g2  93  94  95  96  97  98 

ties  are  the  dona- 
tion of  equipment  to  local  governments  for 
sorting  used  cans,  provision  of  financial  sup- 
port to  recycling  facilities  and  promotion  of 
campaigns  for  a  cleaner  and  more  beautiful 
country.  The  recycling  ratio,  which  stood  at 
44.8%  in  1990,  reached  82.5%  in  1998.  More- 
over, the  industry  is  attempting  to  exert  even 
greater  efforts  in  recycling  by  setting  a  new  tar- 
get of  85%  for  2000. 


Recycling  and  Reuse  of  Byproducts  Generated  by  Other  Industries  and  Urban  Wastes 


Reuse  of  Waste  Materials  from  Vari- 
ous Industry  Sectors 

ppon  Steel  is  a  major  contributor  to  recy- 
ng  and  waste  reduction  efforts  through  ac- 
e  utilization  of  byproducts  generated  by  other 
iustries.  For  example,  the  sludge  resulting 
>m  papermaking  processes  and  the  dross  gen- 
ated  in  the  production  of  aluminum  are 
used  as  heat-insulating 
materials  and  as 
chemical  agents  in 
refining  steel;  the 
nickel  catalysts 
used  in  oil  refining 
and  food  processing 
are  recycled  as  raw 
materials  in  the  manu- 
facture of  stainless  steel 
d  the  iron  powder  collected  as  a  residue  in 
I  waste  acid  recovery  process  in  the  manu- 
:ture  of  semiconductors  is  also  used  as  raw 
iterial  for  steelmaking. 


■  Recycling  of  Used  Tires 

Nippon  Steel  has  begun  to  dispose  of  used  tires 
by  utilizing  them  as  a  partial  substitute  for  scrap 
iron  and  coal  in  the  scrap  melting  furnace  at 
the  company's  Hirohata  Works. 

When  used  tires  are  shredded  and  fed  into 
the  scrap  melting  furnace,  the  steel  cords  con- 
tained in  the  tires  are  melted  and  recycled  as 
high-quality  steel  and  the  heat-generating  prop- 
erty of  the  carbon  derived  from  the  melted  tires 
supports  melting  as  a  substitute  for  coal.  In 
addition,  exhaust  gas  emitted  from  the  process 
is  used  as  an  energy  source  in  another  down- 
stream process  in  steelmaking.  Nippon  Steel 
plans  to  dispose  of  about  five  million  used  tires 
each  year  in  this  way. 

B  Recycling  of  Waste  Plastics 

The  effective  use  of  waste  plastics  reduces  the 
consumption  of  energy,  and  contributes  to  CO2 
reduction  and  widespread  recycling  of  re- 
sources. Nippon  Steel  has  already  conducted 


numerous  experiments  on  the  effective  use  of 
waste  plastics  in  coke  ovens.  Recently,  this  ap- 
plication technology  for  waste  plastics  in  coke 
ovens  was  approved  by  the  government  as  a 
chemical  recycling  technology  and  the  com- 
pany started  practical  implementation  in  2000. 

With  Nippon  Steel's  technology,  waste  plas- 
tics can  be  100%  recycled  as  a  substitute  for 
such  substances 
as  tar,  light  oil, 
coke  and  coke 
oven  gas  by  feed- 
ing them  into  car- 
bonization 
chambers  of 
coke  ovens 
and  carboniz- 
ing at  a  maximum 

temperature  of  1,200°C.  Construction  of  waste 
plastic  regeneration  equipment  is  underway  at 
the  company's  Kimitsu  and  Nagoya  Works  with 
operation  targeted  to  start  in  2000. 
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ii  I       I  he  key  to  our 

success  in  the 
cosmetics  mar- 
ket is  our  willing- 
ness to  listen  to 
our  customers,"  says  Akira 
Gemma,  president  and  chief 
executive  officer,  Shiseido 
Co.,  Ltd.  "Last  January,  for 
instance,  we  were  ready  to 
market  a  new  ankle  and 
elbow  protection  product. 
R&D  and  marketing  were 
satisfied,  and  all  seem- 
ed ready  to  go.  How- 
ever, we  decided  to  invite  a  group  of  customers  to  a  dem- 
onstration. The  result?  Total  disinterest;  nobody  liked  it. 
We'd  believed  that  customers  would  like  something  that  felt 
warm  on  application,  but  no,  they  wanted  something  cool. 
Luckily,  we  also  had  researched  such  a  product,  and  this  is 
now  very  successful.  Just  imagine  if  we  had  gone  ahead 
with  our  original  idea.  It  would  have  been  a  disaster." 
In  order  to  position  Shiseido  as  a  world  leader  in  quality,  if  not 


We  only  can  achieve  global 
success  if  we  genuinely  listen 
to  our  customers.  The  customer, 
after  all,  has  to  be  of  the 
utmost  importance," 


Akira  Gemma, 
President  and  CEO 
Shiseido  Co.,  Ltd. 


in  overall  sales,  the  company  is  striving  to  satisfy  custo 
desires  throughout  its  product  range.  "For  instance,  our  V 
site  is  proving  invaluable,  with  35  to  40  million  hits  month 
explains  Gemma.  "Communication  is  two-way.  Originally, 
site  was  primarily  us  telling  customers  what  we  Y 
but  now  it  is  a  forum  for  customers  to  tell  us  what  they  w 
This  helps  tremendously  in  product  development  i 
customer  satisfaction." 

Shiseido,  now  the  world's  fourth-largest  cosmetics  rr 
er,  was  formed  in  1872  with  three  goals:  no  compron 
on  quality,  cultivation  of  beauty  and  development  of 
international  presence.  Shiseido  moved  toward  this  1 
goal  in  1957,  when  the  company  entered  the  Taiwan 
market,  and  is  currently  active  in  60  countries.  Internatic 
growth,  however,  has  brought  its  own  problems. 

Prior  to  overseas  expansion,  the  company  sold  a  v\ 
range  of  products,  all  branded  Shiseido.  "But  it  was  sc 
clear  that  this  wasn't  a  formula  for  global  success,  parti 
larly  in  the  West,  where  market  segmentation  is  more  tl 
normal,"  explains  Gemma.  "Shiseido  is  a  prestige  bra 
and  we  found  that  we  would  lose  this  image  if  we  atterr 
ed  to  service  all  markets  with  a  single  brand.  The  re 
was  our  'global  multibrand  strategy.' 

"Under  this  strategy,  we  now  service  five  distinct  market  s 
ments:  High  Prestige,  Prestige,  Upper  Middle,  Middle  i 
Mass,  with  a  broad  range  of  products,  including  Cle  de  R 
BEAUTE,  Shiseido  (global  and  regional  lines),  and  fragran 
from  Issey  Miyake  and  Jean-F 
Gaultier. 

Gemma  says  the  identificatioi 
these  five  market  segments 
prepared  Shiseido  to  "evolve 
a  group  of  profitable,  indepenc 
brands  with  a  single  corpoi 
strategy."  With  this  in  mi 
Gemma  has  set  several  goals. 
March  2003,  we  are  aiming 
consolidated  sales  of  800  bil 
yen  (US$7.3  billion),  with  200 
lion  yen  (US$1.8  billion)  fr 
overseas  sales,"  he  says.  "( 
long-term  aim,  however,  is 
achieve  overseas  sales  of  50°/ 
the  total  —  and  we  are  already  well  on  the  way  to  that.  I 
even  more  than  sales,  my  ultimate  goal  is  to  ensure  t 
we  place  priority  on  profitability.  In  that  respect,  I  h; 
set  a  7%  ROE  (return  on  equity)  target  for  March  2003 
"But  we  only  can  achieve  this  if  we  genuinely  listen  to  w 
our  customers  say  and  react  in  a  positive  manner,"  s 
Gemma.  "The  customer,  after  all,  has  to  be  of  the  utm 
importance." 
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((■  me  are  the  world's  lar- 
gest railway  company, 
serving  16  million  pas- 
sengers each  day,  with 
the  backing  of  the 
world's  greatest  railway-operating  sys- 
tem," says  Mutsutake  Otsuka,  president 
and  chief  executive  officer  of  East  Japan 
Railway  Company  (JR  East),  when 
requested  to  deliver  a  specific  message 
to  an  international  audience.  Foreign 
shareholders  own  1 7%  of  the  compa- 
ny. This  means  that  JR  East  is  open  to 
the  world  outside  of  Japan. 

Otsuka  is  speaking  from  the  27th  floor 
of  the  company's  headquarters,  which 
overlooks  the  vast  expanse  of  Tokyo's 
metropolis.  At  the  foot  of  the  building  is 
the  bustling  Shinjuku  Station;  it  is  used 
by  1 .5  million  passengers  every  day  and 
is   the    busiest  in 
Japan.  Distant  noises 
reach  the  executive 
floor  from  trains  on 
the  Yamanote,  the 
Chuo    and  other 
important  commuter 
lines  of  the  metropoli- 
tan area  that  pull  in 
and  out  of  the  station 
every  few  minutes. 

The  robustness  of  JR  East  contrasts  with  the  image  of 
decline  that  the  railway  business  has  in  other  countries. 
Otsuka  attributes  the  difference  to  Japan's  topological 
features  and  the  large  concentration  of  people  in  its  big 
cities.  JR  East  is  in  a  particularly  advantageous  position, 
as  its  area  of  service  includes  the  Tokyo  metropolitan 
area.  It  also  operates  five  Shinkansen  bullet  train  lines  run- 
ning north  and  northwest  from  Tokyo. 

In  1987,  the  passenger  services  of  the  now-defunct 
Japanese  National  Railways  was  privatized  and  divided  into 
six  regional  companies.  Since  that  time,  JR  East's 
passenger-hauling  capacity  has  increased  30%,  thanks  to 
enhanced  efficiency  through  high-tech  train  operations.  The 
company  has  reduced  its  number  of  employees  in  the  rail- 
way operations  from  72,000  to  54,000. 

"Privatization  has  worked  wonders  in  reviving  the  bank- 
rupt and  decrepit  national  railways,"  Otsuka  recalls.  "JR 
companies  have  attracted  worldwide  attention  as  a  mod- 
el of  successful  privatization,  and  we  have  been  receiv- 
ing an  increasing  number  of  foreign  visitors,  particularly 


Privatization  has  worked 
wonders  in  reviving  the  bankrupt 
and  decrepit  national  railways." 


Mutsutake  Otsuka 
President  and  CEO 
East  Japan  Railway  Company 


from  Asia  and  Europe." 

Under  Otsuka's  management  vision  for 
21st  century,  JR  East  is  aiming  to  becc 
more  than  a  railway  operator.  While  the  a 
pany's  business  already  includes  servi 
such  as  hotels,  shopping  centers,  resl 
rants,  travel  agencies  and  real  estate,  its  r 
management  strategy  calls  for  the  forma 
of  a  more  tightly  knit,  service-oriented  gr< 
with  railway  operation  at  its  core. 
The  catchphrase  is  "station  renaissance,"  an  idea  of  rebi 
ing  an  optimum  allocation  of  business  resources  that  each : 
tion  possesses.  "We  will  offer  all  sorts  of  shopping  and  01 
commercial  services,  entertainment  or  cultural  activities,  < 
information  services  in  station  buildings,"  explains  Otsuka. ' 
company  runs  1 .709  stations,  both  large  and  small. 

Information  technologies  already  play  a  crucial  role  in  impr 
ing  railway  operations,  but  they  will  be  utilized  in  this  new  m 
agement  strategy  as  well.  The  planned  introduction  of 
(integrated  circuit)  cards  for  commuter  tickets  is  expectec 
be  a  major  breakthrough,  which  will  enable  passengers  to 
only  pass  through  gates  easily,  but  also  use  various  servi- 
that  will  become  available  in  the  station  renaissance  prograr 
One  important  issue  remains  for  the  company:  the  penc 
release  of  the  government's  holding  of  half  a  million  JR  E 
shares,  or  1 2.5%  of  the  total.  This  still  subjects  the  railway  cc 
pany  to  various  management  restrictions.  "In  order  to  ens 
speed  and  flexibility  in  management,  we  hope  to  become  1 
from  governmental  restrictions,  hopefully  by  the  end  of  20C 
Otsuka  says. 
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C onsider  the  coming  do-every- 
thing-but-shine-your-shoes 
next-generation  mobile  phones. 
Mitsubishi  Electric's  contributions 
range  from  submarine  fiber-optic 
cables  and  encryption  algorithms 
to  system  LSI  and  intelligent 
CMOS  image  sensor  cameras. 
Because  we  know  the  network 
so  intimately,  we  are  able  to 
integrate  the  technologies  that 
allow  it  to  serve  you  best. 


Armed  with  a  tiny  wireless 
handset  that  brings  you  e-mail, 
e-commerce,  video  files  and, 
oh  yes,  voice  connections,  you'll 
have  the  power  to  make  the 
world  come  to  you. 

We  integrate.  You  communicate. 
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EPSON 


EPSON 


NSE! 


Turn  your "  NtT  around,  and  it  comes  out  as "  ON "  doesn't  it? 

EPSON  SENSE! 

Even  when  there  seems  to  be  no  way  to  go  further,  we  don't  give  up. 
We  think  things  over,  inside-out,  front  and  back,  upside-down... 
just  like  turning "  no"  around  into "  on." 
A  lot  of  our  remarkable  solutions  have  been  made  that  way. 

That's  EPSON  SENSE. 
We  find  it  important  above  all  to  be  free  from  fixed  ideas. 
It's  precisely  this  flexibility  that  enables  our  consistent  technological  innovations. 


Color  Ink  Jet  Printers  Large-format 
Color  Printers 


An  innovative  inkhead. developed  through  EPSON'S 
unique  Micro  Piezo  Technology,  enables  high-precision 
photo -quality  prints  from  letter-size  to  44-inch-large  me- 
diums. Wide  lineup  to  meet  demands  from  home  users 
to  professional  users. 


Multimedia  Projectors 


EPSON'S  advanced  LCD  technology 
enables  beautiful. ultra-fidelity  color 
development.  At  your  presentation, 
you'll  get  big  performance  from  this 
small  workhorse. 


Semiconductors 


Electronic  Devices 


Crystal  Devices 


Liquid  Crystal  Displays 

EPSON  creates  cellular  phone  devices  that  meet  efficiency- 
conscious  global  demands,  through  technologies  based  on 
its  "ENERGY  SAVING."  It  has  the  world's  largest  share*  in 
LCD  modules,  currently  fitted  in  various  cellular  phone  prod- 
ucts throughout  the  world.     *  includes  color  and  black- and-wnrte 

LCDs,  as  oUul-Sep,  2000        Source  THE  NIKKEI  MARKET  ACCESS 


What's 
NEXT? 


www.epson.com 


EPSON  is  a  registered  trademark  of  SEIKO  EPSON  CORPORATION 
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n  the  fast-moving  telecommunica- 
tions world,  there  is  no  time  to  stop 
and  think,"  says  Masanobu  Suzuki, 
president  and  chief  executive  offic- 
er of  NTT  Communications  Corp. 
TT  Com),  who  took  the  top  job  in  July 
)99  when  the  new  long-distance  and 
:ernational  telecommunications  provider 
jgan  operations  as  a  result  of  the  reor- 
inization  of  Nippon  Telegraph  and  Tele- 
lone  Corp.  (NTT).  Previously,  NTT  itself 
id  been  excluded  from  the  global  com- 
unications  market  due  to  legal  restric- 
ts, so  international  dealing  was  new  to 
b  world-leading  giant.  Even  so,  a  global 
isiness  strategy  had  to  be  decided 
mediately. 

'The  world  is  experiencing  the  IP  (Inter- 
it  protocol)  revolution 
id     an  exponential 
owth  in  demand.  With- 

this  new  market,  we 
n  to  become  a  compre- 
ssive e-business  solu- 
n  provider  for  business 
ers  worldwide.  In  order 

achieve  this,  we  have 
pidly  made  alliances 
id  formed  partner- 
ips,"  says  Suzuki.  The 
;ptember  2000  pur- 
ase  of  Colorado-based 
>rio  Inc.,  the  world's 
gest  provider  of  Web 

isting  for  businesses  and  a  leading  provider  of  compre- 
ssive Internet  services,  was  one  major  step  in  pursuit 
NTT  Corn's  goal. 

/erio  may  well  be  the  stimulus  Suzuki  needs  to  turn  the 
'merly  domestic  company  into  a  truly  global  player, 
/e  do  not  plan  to  impose  our  business  style  on  Verio," 
izuki  explains.  "On  the  contrary,  we  intend  to  trans- 
mit some  of  Verio's  competitive  IP  culture  to  NTT  Com. 
irio  is  young,  active,  focused  and  capable  of  making 
per-fast  decisions.  NTT  Com,  on  the  other  hand,  is  a 
ge  company  that  offers  an  extremely  wide  range  of 
rvices.  We  can  learn  and  benefit  from  each  other." 
/erio,  however,  is  only  one  aspect  of  Suzuki's  grand 
sign.  "We  will  evolve  into  a  global  IP  company  within 
o  years,"  Suzuki  says.  "By  then,  we  will  build  an  IP 
ckbone  covering  America,  Europe  and  Asia,  and  will 
Dvide  globally  seamless  one-network  services  to  com- 


We  aim  to  become  a 
comprehensive  e-business 
solution  provider  for 
business  users  worldwide, 


Masanobu  Suzuki 
President  and  CEO 
NTT  Communications  Corporation 


panies  worldwide  ranging  from  MNCs 
(multinational  corporations)  to  dot-coms. 
We  are  launching  more  than  100  data 
centers  around  the  world  as  bases  to  pro- 
vide comprehensive  e-business  solu- 
tions. NTT  Com  metaphorically  has 
named  its  comprehensive  e-business 
solution  e-theater.  In  essence  we  set  the 
stage  and  invite  customers  to  the  theater, 
where  they  can  put  together  their  perfor- 
mance. Our  e-theater  is  a  combination  of 
IP  connectivity  and  e-commerce  plat- 
forms with  functions  of  authentication, 
account  settlement  and  security." 
To  reach  the  goal  of  becoming  a  glob- 
al player.  NTT  Com  needs  more  than  just  mergers  and 
acquisitions.  "We  already  have  built  solid  partnerships 
with  major  telecom  operators  and  ISPs  (Internet  service 
providers),  particularly  throughout  the  Asia-Pacific 
region,"  Suzuki  says.  "Instead  of  major  acquisitions,  I 
would  prefer  to  share  the  future  with  these  companies." 

Just  18  months  after  establishment,  NTT  Com  is 
already  providing  data  communications  services  to  more 
than  50  countries  and  international  telephone  services  to 
over  200  countries.  The  service  coverage  is  now  rapidly 
expanding  from  Asia  to  America  and  Europe. 

Suzuki  also  believes  that  NTT  Corn's  relatively  late  entry 
to  the  market  should  be  viewed  as  an  asset.  "We  have 
the  advantage  of  entering  the  IP  market  when  demand  is 
growing  rapidly,  because  we  have  virtually  no  global  lega- 
cy. Therefore,  I  believe  we  can  offer  a  truly  flexible  solu- 
tion," Suzuki  says. 
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SUPPOSE 


we  increase 


your  productivity^j^j) 

cut  your  printing  costs? 


Alicio* 


■  J   Sure,  we  pioneered  digital  copiers. 

|      And  yes,  we're  the  fastest  growing  maker  of 

?      network  printers  in  key  markets. 

But  what  keeps  our  customers  coming  back 

in  more  than  120  countries  is  our  uncompromising 

|       dedication  to  individual  output  needs. 

Talk  to  us.  k  ■* 


We're  in  your  corner. 


www.ricoh-usa.con 


Image  Communka 


Over  the  past  30  years,  global  steel  production 
increased  by  over  10  million  tons  annually  on 
average  and  now  exceeds  800  million  tons. 
The  21st  century  should  see  even  more 
increases,"  says  Akira  Chihaya,  representative 
jctor  and  president  of  Nippon  Steel  Corp.  "In  this  era  of 
bal  markets,  our  products  and  technologies  will  be 
uired  even  more. 

Nippon  Steel,"  says  Chihaya,  "has  evolved  from  a  mass 
nufacturer  into  a  compa- 
that  responds  to  diverse 
stomer  requirements, 
i  will  transform  in  order 
espond  to  our  global  cli- 
s  and  to  stay  at  the 
ix  of  technological  and 
duct  development, 
n  April  1999,  we  reor- 
lized  our  steel  business 
strengthen  our  integrat- 
operation  system.  Each 
sion,  including  affiliated 
npanies,  has  its  own 
itegies,  from  production 
;ales.  We  also  have  divid- 
all  assets  and  resources 
ong  these  divisions,  so 
:h  acts  independently 
i  is  totally  responsible  for 
A  (return  on  assets)," 
s  Chihaya. 

eorganization,  howev- 
resulted  in  some  dras- 
decisions:  "When  we 
iewed  the  results,  we 
v  that  each  division  had 
ne  problematic  areas, 
example,  we  decided 
work  as  a  subcontrac- 
to  another  large  steel 
nufacturer  on  stainless 
el  sheet  processing, 
reby  increasing  volume 
I  productivity.  Seamless 
es  had  long  been 
)rofitable,  so  we  decid- 
to  close  our  facilities  at  Yawata  Works.  Everything  nec- 
;ary  for  profitability  will  be  done,  including  corporate 
inces,  to  ensure  that  productivity,  profitability  and  com- 
itiveness  are  enhanced.  Nowadays,  we  cannot  allow 
'  activity  to  be  sacrosanct." 


We  will  transform  in  order  to  respond 
to  our  global  clients  and  to  stay 
at  the  apex  of  technological  and 
product  development." 


Akira  Chihaya 

Representative  director  and  president 
Nippon  Steel  Corporation 


Nippon  Steel  is  also  involved  in  tie-ups  and  alliances  with 
overseas  companies  in  order  to  meet  the  increasing  demands  of 
borderless  markets.  "In  August  2000,  for  example,  we  formed  a 
strategic  alliance  with  POSCO,  South  Korea's  leading  steelmak- 
er, which  includes  fundamental  technological  research  and  devel- 
opment, joint  procurement,  and  e-commerce  and  other 
IT-related  activities.  We  already  have  other  joint  ventures  in  North 
America,  Brazil,  Thailand  and  China.  Demand  in  these  areas  for 
high-quality  steel  for  cars  and  domestic  appliances  is  expected 

to  surge  and  we  will  be 
ready  to  strengthen  our  posi  - 
tion,"  says  Chihaya. 

Regarding  non-steel  busi- 
ness, Chihaya  comments, 
"We  are  keen  on  multiple- 
business  management  in 
non-steel  divisions,  including 
engineering,  electronics  and 
information,  chemicals,  new 
materials,  silicon  wafers  and 
urban  development.  In  the 
21st  century,  the  engineer- 
ing division  will  grow  in  such 
promising  areas  as  environ- 
ment products  and  energy. 
Moreover,  to  take  advan- 
tage of  the  IT  revolution,  in 
April  2001 ,  we  will  merge  an 
in-house  division  and  a  sub- 
sidiary in  electronics  and  IT. 
We  will  strengthen  the  new 
subsidiary's  business  base 
and  are  aiming  at  a  stock 
exchange  listing  in  2002." 
Chihaya  describes  the 
future  by  looking  back:  "In 
ancient  times,  iron  was  the 
key  basic  material.  The 
1 9th  century  was  the  Age 
of  Steel,  and  in  the  20th 
century,  steel  became  the 
basis  of  global  economic 
activity.  In  the  21st 
century,  rapid  progress  will 
no  doubt  continue  to  be 
made.  The  importance  of 
steel  as  an  essential  support  of  civilization  will  continue  to 
grow  and  Nippon  Steel  will  contribute  by  evolving  steel  even 
further.  We  will  continue  to  be  a  world  front-runner  and 
respond  to  social  demands  while  enlarging  and  developing 
our  non-steel  business." 
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rjyhe  Art  Of 

^ — S    Cultivating  Beauty 

 *  

How  10  pots  of  orchids  blossomed  into  a  $5.6  billion  business 


ife  was  a  struggle  in  1965  for  a  young 
_y    Shiseido  executive  named  Yoshiharu 

Fukuhara.  His  company  in  New  York  was 
ire  straits.  He  had  not  been  paid  in  six  months. 
[  he  sorely  missed  the  orchids  he  grew  back 
le  in  Tokyo  —  7,000  miles  away. 

:  day,  a  local  resident  called  to  introduce 
self  as  a  fellow  member  of  the  American  Orchid 
iety.  After  hearing  how  much  Fukuhara  missed 
lowers,  the  gentleman  dropped  by  that  very 
rnoon  with  ten  potd  of  orchids,  restoring 
nony  to  Fukuhara's  life  for  the  remainder  of 
stay.   'Orchids  saved  me,"  he  recalls.  "I  am 
ver  grateful." 


>hiseido,  we  believe  that  the  love  of 
ity  has  no  borders.  Whether  it's  a 
:ion  for  orchids  or  classical  music, 
reciation  for  beauty  can  be 
municated  —  like  a  genetic  code 
rom  mind  to  mind,  across  different 
ures  and  generations. 


pursuit  of  "beauty  and  wellbeing"  is  no 
;ption.  Rooted  in  Confucian  teachings,  these 
Is  have  guided  Shiseido  ever  since  our 
ption  in  1872.  They  fuel  our  R&D  in  areas  as 
rse  as  biotechnology  and  aromachology.  They 
ivate  us  to  sponsor  events  like  art  festivals  and 
Paralympic  Games.  And  they  inspire  us  to 


create  cosmetics  that 
beautify  the  body,  soothe 
the  mind,  and  delight  the 
senses  —  cosmetics  with 
integrated  benefits  and 
universal  appeal. 


Shiseido  provided  funds  to  help  establish 
the  MGH/Harvard  Cutaneous  Biology 
Research  Center  < CBRC,  located  on  the 
3rd  floor)  for  research  in  skin  biology. 


Today,  Shiseido  is  the 

world's  4th  largest  cosmetics  manufacturer  with 
annual  sales  of  US$5.6  billion.*'  Fukuhara 
continues  his  dedicated  service,  currently  as 
Chairman  of  the  Board.  And  our  worldwide 
network  has  grown  to  include  over  100  subsidiaries 
and  affiliates  —  all  drawing 
on  our  shared  heritage  of 
beauty  to  cultivate  new 
sources  ol  richness  and  value. 
As  Akira  Gemma,  President 
and  CEO,  explains: 
"Nothing  can  exceed  beauty  in  its  accessibility,  its 
ability  to  touch  the  human  spirit." 

Our  mission,  unchanged  after  128  years,  is  to  bring 
this  beauty  to  life. 

*  AsofMarch3],2000 


Launched  in  2001,  The  Makeup  line 
represents  an  advanced  fusion  of  skincare 
and  optical  science.  Its  revolutionary 
powders  regulate  the  amount  of  reflected 
light,  resulting  in  a  flawless,  natural- 
looking  finish  for  all  skin  types  and  colors. 


JUL/EIDO 

Visit  Shiseido  Cyberlsland  website:  www.shiseido.co.jp 
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Yuzaburo  Mogi,  president  and  chief  executive 
officer  of  Kikkoman  Corp.,  loves  to  cite  one 
episode  in  the  history  of  soy  sauce.  It  was 
introduced  as  an  oriental  seasoning  that -goes 
well  with  meat  as  early  as  1765,  when  the 
Encyclopedie,  edited  by  the  French  enlightenment 
philosopher  Denis  Diderot,  was  published  in  Paris. 

"Well,  we  might  have  been  too  lazy  to  make  soy  sauce 
popular  worldwide,"  Mogi  says.  It  is  only  during  the  past 
few  decades  that  soy  sauce  has  become  a  widely  appre- 
ciated taste  outside  Japan,  especially  in  the  U.S.  and 
even  in  Asia,  where  soy  sauce  of  considerably  different 
taste  has  been  used  for  a  long  time.  Mogi  modestly  says 
that  Kikkoman,  the  world's  largest  soy  sauce  maker,  has 
contributed  to  the  growth  of  its  international  popularity. 
Overseas  sales  in  more  than  100  countries  accounted 
for  about  half  of  the  company's  net  income  of  nearly 
US$52  million  in  1999. 

The  landmark  event  occurred  in  1972,  when  Kikkoman 
built  a  U.S.  factory  in  Wisconsin.  At  the  time,  Mogi  was  a 
young  executive,  and  he  personally  oversaw  the  project. 
The  factory  helped  boost  Kikkoman's  presence  in  the 
U.S.,  where  the  company  first  had  set  up  a  sales  compa- 
ny in  1957,  and  soy 
sauce  became  more  pop- 
ular among  American 
consumers.  The  second 
U.S.  factory  opened  in 
California  in  1 998. 

Internationalization  of 
the  culinary  culture  also 
helped.  "Soy  sauce  is  a 
Japanese  taste,  but  it's 
not  limited  to  Japanese 
food,  although  the  popu- 
larity of  Japanese  food 
contributes  to  non- 
Japanese  people's  dis- 
covery of  the  fine  taste  of 
soy  sauce,"  Mogi  says. 

As  he  sees  it,  potential  market  growth  around  the 
world  is  open-ended.  In  addition  to  the  U.S.,  Europe  is 
considered  to  be  the  next  major  overseas  market.  Thus 
a  factory  was  opened  in  the  Netherlands  in  1997.  South 
America  —  Brazil  and  Argentina,  in  particular  —  also  is 
considered  to  be  a  good  market  because  meat  is  a  large 
part  of  the  diet  in  that  region. 

Even  in  China,  where  soy  sauce  originated  centuries 
ago,  Kikkoman  plans  to  build  a  factory  to  produce 
higher-quality,  but  expensive,  Japanese-type  soy  sauce. 
"We  are  aiming  for  a  market  of  1%  of  that  country's 


S 


oy  sauce  is 
a  Japanese  taste, 
but  it  is  not  limited  to 
Japanese  foods/' 


Yuzaburo  Mogi 

President  and  CEO 
Kikkoman  Corporation 


population  to  start  with  and  to  expand  r 
to  10%  in  the  future,  which  means  12C 
million  people,  as  large  as  Japan's  tota 
population." 

Mogi  is  a  firm  believer  in  "manage1 
ment  by  walking  around."  He  attached 
importance  to  visiting,  seeing  with  hi^ 
eyes  and  talking  with  plant  workers.  "I 
you  watch  carefully,  you  will  find  ou 
when  something  goes  wrong,"  he  says. 
Mogi  believes  the  seniority  wage  sys 
tern  and  lifetime  employment,  practices  long  considerec 
to  be  important  trappings  of  Japanese-style  manage 
ment,  will  inevitably  weaken.  However,  he  stresses  tha( 
the  tradition  to  be  extremely  prudent  about  discharging 
employees  must  be  retained.  "Of  course,  we  may  hav« 
to  sack  people  under  some  circumstances,  but  tha 
must  be  the  very  last  measure  to  take." 

For  six  years,  Mogi  served  on  the  board  of  trustee; 
of  Columbia  University  in  New  York  City  and  is  now  i 
trustee  emeritus.  He  was  the  first  Japanese  to  obtain  an 
MBA  from  Columbia  Business  School  in  1961 . 
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It's  pretty  amazing  what  you'll  find  when  you  never  stop  looking.  At  Canon,  it's  led  to  thousands  of  new  ideas. 
Ideas  that  make  life  easier  for  all  of  us  --  and  made  Canon  the  second  largest  patent  holder  in  the  U.S.  over  the  last  five 
years.'  For  a  closer  look  at  what  we're  doing,  visit  us  at  www.usa.canon.com 


Canon 
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The  perceived  wisdom 
regarding  business  invest- 
ment in  Japan  is  that  it  is 
extremely  expensive  and 
often  simply  not  worth  the 
trouble  because  of  the 
combination  of  the  corporate  culture 
gap  and  the  almost  insurmountable 
problem  of  sourcing  reliable  informa- 
tion. "Not  so,"  says  Yoji  Inaba,  direc- 
tor general,  International  Department 
of  the  Development  Bank  of  Japan 
(DBJ),  an  organization  that,  he  says, 
is  evolving  into  a  "one-stop  shopping 
center  for  non-Japanese  companies 
that  want  to  make  direct  investment 
into  Japan." 

DBJ,  established  only  15  months 
ago  as  the  successor  to  the  Japan 
Development  Bank  and  the 
Hokkaido-Tohoku  Development 
Finance  Public  Corporation,  may 
have  an  almost  nonexistent  history, 
explains  Inaba:  "That  freshness  is  our 
strength.  Our  lack  of  bureaucracy 
means  we  can  deal  with  the  world  as 
it  is  today."  DBJ,  being  unallied  to 
any  corporate  group  can,  he  says,  off- 
er truly  unbiased  information.  "What 
is  more,"  explains  Inaba,  "our  charter 
forbids  us  to  make  loans  for  purely 
speculative  investments.  All  projects 
we  are  involved  in  must  have  the 
potential  for  value-added  returns,  par- 
ticularly those  that  involve  small-  and 
medium-size  enterprises  (SMEs)  that 
also  can  work  to  meet  our  three 
objectives:  closing  the  income  gap 
between  urban  and  rural  areas,  posi- 
tively contributing  to  the  environment 
and  aiding  the  restructuring  of  the 
Japanese  economy." 

Inaba  believes  that  DBJ  can  truly 
assist  SMEs  to  profit  from  the  slow 
but  sure  recovery  of  the  Japanese 
economy,  which  after  several  years 
of  inertia  is  showing  signs  of  revitali- 
zation.  DBJ's  latest  biannual  survey 
of  the  economy,  compiled  of  data 
from  corporations  with  paid-up  capi- 
tal of  more  than  1  billion  yen  (US$9.2 
million),  supports  his  optimism.  The 
survey  reported  that  during  the  com- 
ing year,  capital  investment  is  expect- 


Yoji  Inaba,  Development  Bank  of  Japan,  at  Starbucks, 
one  of  the  many  overseas  companies  financed  to 
Japanese  success  by  Development  Bank  of  Japan. 


ed  to  increase  by  up  to  8%, 
investment  in  manufacturing  to  grow 
by  15%  and  corporate  profits  to 
increase  by  around  20%.  "Real 
estate  values  nowadays  are  general- 
ly about  one-third  of  those  during 
the  bubble  economy,"  he  says,  "and 
stock  prices  are  about  half,  making 
investment  in  Japan  extremely  attrac- 
tive for  foreigners. 

"During  the  last  couple  of  years,  all 
industrial  and  service  sectors  have 
witnessed  massive  changes  in  direct 
foreign  investment  to  Japan,"  says 
Inaba.  "Two  years  ago,  because  of 
the  reluctance  of  Japanese  execu- 
tives to  consider  acquisitions  by  or 
mergers  with  foreign  companies,  it 
was  difficult  to  find  Japanese  compa- 


nies interested  in  M&A  (mergers  and 
acquisitions)  with  overseas  entities. 
By  the  end  of  last  year,  the  situation 
had  changed  dramatically.  Japanese 
businesses  realized  that  simply  liqui- 
dating real  estate  losses  is  not 
enough.  They  now  understand  that 
the  liquidation  of  entire  companies  is 
a  much  better  way.  In  other  words, 
the  Japanese  economy  can  best  be 
mobilized  through  M&A." 

This  is  where  DBJ  can  help,  particu- 
larly with  SMEs.  Not  only  does  the 
bank  provide  direct  loans  to  non- 
Japanese  corporations,  but  it  alsq 
provides  guarantees  for  overseas  com 
porations  dealing  with  Japan's  comj 
mercial  banks.  Explains  Inaba,  "one; 
result  of  the  credit  crunch  after  thej 
burst  of  the  bubble  economy  wag 
that  some  Japanese  commercia 
banks  created  a  limit  on  loans  to  non-j 
Japanese  corporations,  based  gener-j 
ally  on  the  annual  sales  of  the  parenj 
company.  In  most  cases,  if  annua 
sales  of  the  parent  company  werej 
less  than  US$500  million,  the^ 
couldn't  get  financing  from  Japanese 
commercial  banks,  even  if  they  hac 
so-called  bankable  brand  names." 

DBJ  now  carries  out  credit  research 
together  with  commercial  banks  anc 
often  guarantees  their  loans  or  inde- 
pendently  grants  finance  that  woulc 
not  otherwise  have  been  forthcom- 
ing. A  small  Canadian  company  tha 
manufactures  handrails  for  escalators 
is  a  case  in  point.  Though  specialist^ 
in  this  field,  the  company  had  to  fac& 
the  fact  that  the  annual  world  marke 
for  the  product  is  only  around  US$5Q 
million,  making  it  totally  ineligible  for  i 
loan  from  a  Japanese  commercia 
bank.  DBJ  provided  the  financing| 
and  the  company  is  now  receiving 
orders  from  major  Japanese  manufacj 
turers  who  have  finally  realized  thatl 
in  the  global  market  of  today,  trying 
to  do  everything  themselves  is  noi 
cost  effective. 

In  this  way  and  many  others,  saya 
Inaba,  "DBJ  is  willing  to  change  tha 
piaying  field  and  encourage  increaseq 
investment  in  Japan." 
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Canon  Cares: 


►  National  Park 
Foundation 

►  National  Center 

FOR  MlSSSNG  AND 

Exploited  Children 


►  The  Nature 
Conservancy 


►  America's  Athletes 
with  Disabilities 


*•  Disabled  Chis  oren's 
Hum  Fo.md 

►  National  E nvirothon 

►  Public  Broadcasting 
Service 


Were  not  just  committed  to  the  future  of  technology,  we're  committed  to  the  future.  Which  is  why,  since  1990,  Canon  has 
invested  over  $130  million  to  protect  our  most  valuable  resources:  our  children  and  the  environment.  Help  us  to  raise 
future  generations  of  healthy  babies.  Visit  the  March  of  Dimes  at  www.modimes.org 

Canon 

www.usa.canon.com 


Digital  solutions  that  make  more  of  life. 

It's  a  jungle  out  there.  To  stay  on  top,  you  have  to 
put  out  110%  all  the  time.  Late  nights,  weekends, 
extended  business  trips— they  all  come  with  the  territory. 
So  your  leisure  time  is  more  precious  than  ever. 
Toshiba  understands,  and  responds  with  a  range  of  digital 
products  that  make  so  much  more  of  entertainment  at  home. 
Take  our  HDTV.  With  its  astonishing  picture  resolution, 
Dolby 8  Digital  Audio  Outputs  and  16:9  wide  screen  format, 
Toshiba  HDTV  turns  watching  a  movie  into  an  unforgettable 
experience.  And  our  leading  role  in  the  development  of  DVD— 
for  which  we  received  an  EMMY  -— is  reflected  in  the 
superior  picture  and  sound  quality  of  our  DVD  players. 
It's  just  part  of  what  we  do  at  Toshiba  to  help 
you  make  more  of  life. 


Demand  More 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information,  visit  www.toshiba.com/tacp 
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When  I  was  young  I  used  to 
enjoy  taking  risks.  Now  I  avoid 
them  in  private  life,  but 
recognize  the  necessity  of 
risk-taking  in  business," 


used  to  practice 
karate  as  a  young 
man,  and  even 
used  to  enjoy  tak- 
ing risks  in  compe- 
titions. Nowadays,  I  try  to 
avoid  risk  in  my  private  life, 
but  recognize  the  necessi- 
ty of  risk-taking  in  busi- 
ness," says  Masamitsu 
Sakurai,  president  and 
chief  operating  officer  of 
Ricoh  Co.,  Ltd.  "Risk- 
taking  can  be  creative, 
even  if  it  leads  to  confronta- 
tion. Until  now,  Japanese 
companies  have  tried  to  avoid  internal  conflict,  but  this 
must  change.  People  have  to  learn  to  welcome  open 
debate  and  not  take  it  personally  when  colleagues 
disagree  with  them.  If  they  don't  grasp  the  idea  of  discuss- 
ing all  aspects  of  a  problem  and  keep  covering  up  mis- 
takes, the  very  survival  of  many  companies  is  going  to 
come  into  question." 
In  order  to  ensure  not  only  the  survival  but  the  continued 


Masamitsu  Sakurai 
President  and  COO 
Ricoh  Company,  Ltd. 


prosperity  of  Ricoh,  Sakurai  introduced  his  "fire"  policy, 
uses  "fire"  in  the  context  of  hunting,  where  one  sees  a  1 
get,  takes  aim  and  fires.  "The  same  is  true  for  busines 
explains  Sakurai.  "In  the  old  days,  when  targets  w 
clear,  consensus  management  worked  fine,  but  tod 
when  customer  demands  are  increasingly  diverse, 
don't  have  time  for  long,  consensus-reaching  discussio 
Action  is  what  is  necessary.  In  hunting,  if  you  can't  i 
your  targets,  you  beat  the  bushes  to  scare  them  into  sic 
Then  you  aim  and  fire.  Nowadays  we  must  find  our  corp 
rate  targets  by  showing  customers  what  we've  got;  th 
listen  to  their  demands  and  ultimately  produce  what  tf 
want.  If  we  don't  understand  customer  needs,  no  amoi 
of  consensus-making  will  help." 

Sakurai  is  not  just  asking  his  employees  to  becoi 
more  aggressive,  he  is  telling  them.  "We've  changed 
outdated  seniority  system  and  adapted  a  new  metr 
based  on  merit.  Nowadays,  promotions  are  aware 
based  on  ability.  If  employees  perform  well,  they  will  mc 
up  the  corporate  ladder,  but  if  they  underperform,  tf" 
won't  climb  very  high,"  says  Sakurai. 

Another  challenge  Sakurai  is  eagerly  pursuing  is  that 
industry's  responsibility  toward  the  environment.  Sc 
Sakurai:  "There  are  three  stages  to  becoming  an  envirc 
mentally  friendly  company.  The  first  is  when  a  company 
forced  to  change  because  of  legislation  or  competition. 

this  stage,  though,  companies  < 
passively  responding  to  the  exter 
elements  of  legislative  and  cornp* 
tive  demands.  The  second  stage 
when  companies  make  changes 
a  pro-active  basis.  During  this  tin 
they  can  add  value  to  their  produ< 
while  protecting  the  environment, 
the  third  stage  one  feels  fully  respc 
sible  for  an  environmentally  cc 
scious  management,  under  which 
corporate  activities  are  viewed 
terms  of  the  environment  and, 
course,  profit.  Upon  reaching  tl 
.stage,  all  products  and  services  \ 
be  green,  and  the  company  can  pi 
vide  customers  with  exactly  wf 
they  want.  Ricoh  is  mostly  at  stage  two,  but  in  some  are 
we  are  already  in  stage  three.  When  all  our  activit 
achieve  this  we  will  be  truly  successful." 

Whether  he  is  confronting  Japan's  outmoded  consens 
management  system  or  tackling  the  problems  of  envirc 
mentally  friendly  operations,  Masamitsu  Sakurai  says,  in  tr 
karate  style,  "I'm  not  afraid  of  delivering  all  the  body  bio 
necessary  to  make  sure  that  Ricoh  is  the  ultimate  winner.' 
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nued  from  pages- 14  ►  Charge  in  Japan:  Central 
Is.  There  can  be  little  doubt  that,  if 
naged  correctly,  Japan's  cabinet 
at  last  function  as  a  true  policy- 
<ing  body,  horizontally  coordinating 
different  purviews  of  individual  min- 
3S  and  enhancing  the  political  lead- 
iip  of  the  prime  minister,  as  well  as 
easing  the  ability  of  the  political 
iership  to  react  to  crises. 
Another  important  objective  of  the 
irms  is  a  reduction  in  government 
sonnel  and  the  ushering  in  of  an 
of  smaller  government.  A  25%  cut 
ersonnel  is  targeted  within  the  next 
/ears  and,  perhaps  more  important- 
iffective  from  January  this  year,  the 
iber  of  ministries  and  agencies  has 
n  reduced  from  22  to  12.  Further- 
'e,  the  number  of  councils  and 
imittees  with  mandates  to  set 
ic  policy  has  been  reduced  from 
!  to  29. 

Yet  another  intriguing  aspect  of  the 
irms  is  the  long-awaited  disman- 
j  of  the  once  all-powerful  Ministry 
rinance  (MOF).  Certain  Japanese 
cs  cynically  have  said  that  the  MOF 
f  agreed  to  change  its  centuries- 
Japanese  nomenclature,  Okurasho 
5per  of  the  exchequer),  to  keep 

policy-making  prerogatives.  In 
anese,  the  ministry's  name  has 
n  changed  to  Zaimusho  (Ministry 
he  Treasury),  but  in  English,  it  will 
lain  the  MOF,  leading  some  people 

believe  that  the  more  things 
nge,  the  more  they  remain  the 
ke.  In  fact,  the  once  supreme  minis- 
which  controlled  banking  and  finan- 

industry  regulations,  fiscal  policy 

ministry  budget  allocations,  tax/tar- 
policy  and  collection,  as  well  as  all 
rnational  monetary  affairs,  has 
in  neutered.  Banking  and  financial 
ervision  already  has  been  trans- 
9d  to  the  Financial  Services  Agen- 
and  ministry  budget  allocations  will 
decided  by  the  newly  formed  Coun- 
)n  Economic  and  Fiscal  Policy.  Sig- 
;antly  for  politicians,  in  a  radical 
k  both  of  these  functions  will  be 
ctly  answerable  to  the  cabinet.  At 

grass-roots  level,  perhaps  what  is 
n  a  more  important  sign  of  the 
3S  is  that  despite  heavy  lobbying  by 


Government  Reform  as  of  January  2001 

the  MOF  to  retain  control  of  Japan's 
titanic  postal  savings  system,  it  has 
failed  to  do  so. 

While  in  general  it  seems  that  the 
reforms  have  reduced  the  power  of 
individual  ministries,  there  have  been 
some  exceptions.  The  Environment 
Agency,  for  example,  was  upgraded 
from  a  mere  agency  to  full  ministry  sta- 
tus. Some  so-called  super  ministries 
also  have  emerged  as  a  result  of  the 
mergers  of  different  functions,  such  as 
the  Ministry  of  Public  Management, 
Home  Affairs,  Posts  and  Telecommuni- 
cations, and  the  Ministry  of  Land, 
Infrastructure  and  Transport.  The  glob- 
ally famous  Ministry  of  International 
Trade  and  Industry  (MITI)  has  taken  a 
change  in  title  and  has  become  the 
Ministry  of  Economy,  Trade  and  Indus- 
try (METI). 


Before  these  reforms  were  intro- 
duced, ministries  and  agencies  were 
created  by  law,  but  these  laws  were 
vague  in  terms  of  the  extent  of  authori- 
ty they  were  given.  This  is  why  the 
administration  often  was  accused  of 
discretionary  decisions  and  lack  of 
transparency,  and  many  struggles  for 
power  could  be  seen  between  the  min- 
istries. Now,  a  system  of  policy  evalua- 
tion has  been  introduced,  and  with 
information  disclosure,  transparency 
should  be  enhanced,  resulting  in  tre- 
mendous progress  in  how  policies  are 
implemented.  Much  is  also  expected 
from  the  actual  effect  of  the  strength- 
ened power  of  the  prime  minister's 
cabinet  in  addressing  the  former  nega- 
tive aspect  of  a  vertically  separated 
ministerial  system. 


New  Organization  of  the  Government 


Cabinet  Secretariat 


Prime  Minister's 
Cabinet 


Cabinet  Office 


Ministers  for  Special  Mission 


For  Okinawa  and 

Northern  Policies 
For  the  functions  of  the 

Financial  Services  Agency 
Others 


Council  on  Economic  and 
 Fiscal  Policy  


rCouncil  for  Science  and 
Technology  Policy 


I  Central  Disaster  Prevention 
I  Council  


Council  for  Cender 
 Equality 


Ministry  of  Public  Management.  Home  Affairs, 
Posts  and  Telecommunications 


Ministry  of  Justice 


Ministry  of  Foreign  Affairs 


Ministry  of  Finance 


Ministry  of  Education,  Culture,  Sports, 
Science  and  Technology 


Ministry  of  Health,  Labour 
and  Welfare 


Ministry  of  Agriculture,  Forestry 
and  Fisheries 


Ministry  of  Economy,  Trade 
and  Industry 


Ministry  of  Land,  Infrastructure 
and  Transport 


Ministry  of  Environment 


National  Public  Safety  Commission 


Defense  Agency 
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In  March  1992, 
Japan  ceased  to  be 
an  island. 

The  world  is  indeed  changing  dramatically,  and  so  is  Japan.  Not  surprisingly,  the 
legendary  American  business  magazine  that  has  been  challenging  conventional  think- 
ing for  many  decades,  has  been  making  waves  in  Japan  ever  since  a  Japanese 
language  edition,  under  license,  was  launched  by  Gyosei  Corporation  in  March  1992,  Forbes 
Nihonban. 

Uniquely  incisive  and  forthright  in  true  Forbes  tradition, and  with  a  distinct  interna- 
tional perspective,  Forbes  Nihonban  has  become  Japan  s  window  to  an  increasingly  borderless 
world.  Which  is  why,  when  it  comes  to  global  Information  and  insight,  the  country  s  most 
powerful  leaders  in  industry  and  government,  turn  to  Forbes  Nihonban.  Month  after  month. 

If  you  are  marketing  your  products  or  services  in  Japan,  think  Forbes  Nihonban  for  its 
unmatched  precision  in  reaching  the  people  who  count.  If  you  are  already  using  Forbes  in  the 
United  States,  you  may  be  entitled  to  run  your  advertising  campaign  in  Forbes  Nihonban  at  a 
comparable  discount.  For  more  information,  contact  your  local  Forbes  Sales  Representative.  Or, 
Christian  Frost,  Forbes  International  Advertising  Liaison  based  in  New  York  or  Masakuni  Saito, 
Forbes  Nihonban  Advertising  Manager  in  Tokyo. 


NEW  YORK  Christian  Frost:Tel(21  2)620-2423  Fax(21  2)620-2472 
TOKYO  Masakuni  Saito:Tel(81  3)5349-6657  Fax(81  3)5349-6677 


rhe  saying  "Speak  quietly  and  carry  a  big  stick" 
could  well  be  the  philosophy  adopted  by 
Uichiro  Niwa,  president  and  chief  executive 
officer  of  ITOCHU  Corp.,  in  his  efforts  to 
change  the  giant  general  trading  company  into 
lighly  profitable  group  of  companies  that  are  top- 
3  in  their  respective  areas."  The  fluent  English  of  the 
y  spoken  Niwa  is  accompanied  by  a  wry  smile  as  he 
xibes  the  problems  he  faces  and  the  steps  he  is  tak- 
to  attain  this  goal.  "In  the  past,  ITOCHU  has  just 
\  too  diverse  to  manage  efficiently,"  Niwa  says.  "A 
years  ago,  we  had  over  1 ,000  subsidiaries.  This  is 
down  to  around  800,  and  my  ultimate  target  is  to 
ice  it  to  an  even  smaller  number,  all  with  excellence 
eir  specific  markets,  with  the  emphasis  on  the  con- 
er  and  retail,  information  and  multimedia,  natural 
urce  development  and  financial  services  sectors.  At 
noment,  I  have  to  admit  that  we  have  so  many  sub- 
ries  that  it's  impossible  for  me  to  recognize  even  the 
s  of  some  of  the  presidents." 
order  to  trim  the  behemoth  and  make  it  profitable 
ie  21st  century,  Niwa  is  concentrating  on  human 
urces.  "First,  we  need  to  develop  an  elite  manage- 
t  group,"  he  says.  "No  nation  or  company  can 
;per  without  an  elite  at  the  helm.  In  Japan,  when  a 
pany  fails,  its  president  writes  millions  of  words 
ig  it  wasn't  his  fault,  but  after  success,  he  says 
one  thing,  'I  did  that.'  That's  not  what  we  want, 
managers  have  to  take  responsibility  for  their 
)ns,  and  if  they  keep  showing  negative  results  for 
e  successive 
s,  they're  out." 
e  company  also 
ditched  thetradi- 
il  Japanese  se- 
ty  management 
em  for  one 
sing  on  the  right 
on  for  the  right 
"Incentives  will 
ide,  among  oth- 
lings,  salary  dif- 
itials  of  up  to  20 
Dn    yen  (US$ 

486),  based  on  performance,  responsibilities  and 
t  sharing,"  Niwa  says.  "We  are  not  planning  mass 
;ings,  but  it  is  being  made  very  clear  that  unless 
foyees  perform  to  the  very  best  of  their  abilities,  they 
wave  good-bye  to  advancement." 
another  radical  move  for  a  major  Japanese  compa- 
Niwa  has  introduced  a  plan  to  nurture  staff  cap- 


When  a  company  fails, 
its  president  writes  millions  of 
words  saying  it  wasn't  his  fault, 
but  after  success,  he  says 
only  one  thing,  1  did  that'" 


Uichiro  Niwa 
President  and  CEO 
ITOCHU  Corporation 


able  of  developing  the  company  into  a 
truly  global  entity.  "We  don't  want  little 
minds,"  Niwa  says.  "We  are  now  intro- 
ducing a  system  where,  within  their 
first  five  years  with  the  company,  all 
employees  will  be  sent  overseas  for 
between  three  months  and  three 
years.  Some  will  be  sent  to  subsidiar- 
ies or  associated  companies;  others 
will  get  MBAs,  and  yet  others  will  go 
on  extended  research  or  study  tours. 
Through  this  move,  I  believe  we  can 
develop  the  minds  necessary  for  suc- 
cess in  the  coming  decades." 

After  only  a  few  minutes  with  Niwa,  his  long-term  goal 
becomes  obvious.  He  intends  ITOCHU  to  break  clear  of 
the  limitations  of  the  traditional  sogo-shosha  (general 
trading  company)  and  become  a  viable  "new  economy" 
organization.  He  will,  no  doubt,  continue  to  talk  quietly, 
but  the  big  stick  will  never  be  far  away. 
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What's  New  for  the  Office 


Revolutionary  Cool  Laminator  with  built-in  cutting  systei 


Understanding  the  Market     Affordable,  Refillable  Cartridges 


Brother  International  Corporation 
turned  the  once  mundane 
concept  of  labeling  into  a 
W  serious  category,  bordering  on 
phenomenon,  known  today  as  P-touch 
electronic  labeling  systems.  Just  how 
serious  a  category?  With  P-touch 
products,  Brother*9  has  changed  the 
industry  from  "Who  needs  labeling?" 
to  a  retail  business  worth  several 
hundred  million  dollars. 

Obviously,  understanding  the  needs  of 
a  market  then  developing  and 
marketing  products  to  meet  those 
needs,  is  something  the  folks  at 
Brother  have  no  problem  doing.  And 
because  Brother's  not  a  company  to 
rest  on  its  laurels,  no  matter  how 
impressive,  they've  recently  rein 
vented  another  product  category  that 
hasn't  been  associated  with  words 
like  "innovation"  and  "forward- 
thinking"  since  its  introduction 
decades  ago. 

Like  the  P-Touch®  products, 
this  new  product  delivers  rea 
benefits  and  is  intuitively  easy  to 
use.  This  makes  for  increased  pro- 
ductivity and  better  organization. 
Similarly,  this  new  product  is  very 
affordable  for  business  types  making 
it  a  critical  impulse  purchase.  This 
new  product  from  Brother  will  be  hot. 
Or  should  we  say  "Cool"...  as  in  the 
Brother  Cool  Laminator™  Multi- 
finishing  System,  a  product  that  will 
completely  redefine  lamination  for 
anyone  who  has  ever  struggled  with 
heat-based  machines. 


One  Step  Operation 


The  Cool  Laminator  system  makes 
lamination  as  simple  as  feeding  a 
document  through  a  copier.  The 
simple  touch  of  a  button  makes 
lamination  accessible  to  every 
restaurant,  realtor,  law  office  or 
soccer  mom  who  wants  to  preserve 
and  protect  documents. 


The  cartridge-based,  no  pouch  system 
will  laminate  everything  from  business 
card  to  banner  size  up  to  8.5"  wide  at 
a  very  competitive  cost  per  page.  The 
easy-to-load,  easy-to-refill  cartridges 
are  available  with  three  different 
finishing  options.  They 

are  double- 


sided  laminate,  one  side  laminate/ 
other  side  adhesive  (for  wall  signs  and 
window  stickers)  and  one  side 
laminate/back  side  magnetic  (for 
instant  magnetic  signs). 


Built-in  Bi-directional 
Cutting  System 


Now  for  the  really  unique  part  of  the 
Brother  Cool  Laminator  system...  No 
scissors  needed.  The  Brother  Cool 
Laminator  system  automatically 
senses  the  length  and  width  of  your 
square  or  rectangular  document  and 
trims  the  excess  laminate  from  the 
document  as  it  laminates.  This 
means  an  8.5"  x  11"  document  is 
completely  laminated  and  trimmed  in 
less  than  20  seconds.  And  if  that's 
not  enough,  the  Cool  Laminator 
system  can  also  round  those  sharp 
corners  in  its  built-in  corner  rounder. 

The  Cool  Laminator  system  also 
includes  award-winning  PrintMaster 


Gold®  software,  delivering  over  120( 
pre-designed  graphic  templates.  It'; 
perfect  for  businesses  that  creatf 
their  own  sales  and  OSHA  signage  o 
promotion  materials. 


Award  Winning 


The  Brother  Cool  Laminator  systen 
received  the  Popular  Mechanics  200< 
Editor's  Choice  Award.  The  Coc 

Laminator  system  was  recognized  fo 
its  outstanding  achievement  on  nev 
product  design  and  innovation.  Of  th< 
thousands  of  products  showcased 
the  Brother  Cool  Laminator  systen 
was  one  of  only  19  products  honorei 
with  an  Editor's  Choice  Award. 


Available  for  Under  $200 


Brother  has  again  successful! 
re-engineered  an  existing  produc 
category  with  an  innovative  flair  tha 
will  revitalize  an  old  but  growini 
category  with  new  life  and  open  u| 
tremendous  growth  opportunities 
The  revolutionary  Brother  Coo 
Laminator  Multi-Finishing  System  h 
available  today  for  under  $200. 


Affordable,  Refil lable  Cartridge 


For  more  information,  call  1-800 
2.84-4357.  Available  at  Staples  < 
Office  Depot  •  JandR.com  •  CDV 
Computer  Centers  •  Amazon.com  « 
EverythingWireless.com  •  Corporal 
Express  •  Buy.com  •  lnsight.com  « 
GlobalComputer.com  and  other  fin< 
retailers  and  e-tailers. 

_  ■     b     At  your  side 

brother 
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Makes  the  presentations. 
Writes  the  checks. 
Makes  the  calls. 
Hires  the  staff. 
Makes  the  coffee. 


DSRECTOR  OF  COMMUNICATIONS 


~1 


Prints  the  reports  at  up  to  12  ppm. 
Copies  all  documents  or  bound  reports. 
Faxes  are  received  on  plain  paper. 
Scans  in  color  at  the  touch  of  a  button. 
Makes  the  president/owner  look  good. 


12PPM 
LASER  MFC 
From  " 


©  2000  Brother  International  Corporation,  Bridgewater,  NJ  •  Brother  International  Corporation,  Nagoya,  Japan 

For  more  information  please  call  the  Brother  Fax-Back  System  at  800-521-2846  or  visit  our  web  site  at  wwW.brother.com 
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TOYOTA  HYBRID  SY 


all  figures  based  on  EPA  estimates  —  city/hwy  mileage"  —  actual  results  may  vary  —  compared  to  conventional  gasoline  engji 


Eat  my  voltage. 


Introducing  a  work  of  pure  genius.  Prius,  the  world's  first  production  car  to  combine 
a  super-efficient  gasoline  engine  with  an  advanced  electric  motor  that  never  needs  to  be 
plugged  in.  No  recharging  stations.  No  plugs.  No  compromises.  Prius  is  powered  by  the 
revolutionary  Toyota  Hybrid  System,  which  stores  the  energy  produced  during  deceleration 
and  converts  it  back  into  electric  power.  It's  fast,  fun  to  drive  and  produces  up  to  90%* 
fewer  smog-forming  emissions.  Prius.  This  changes  everything. 


Starting  at  $19,995  Delivery,  processing  and  handling  fee  $485.  Total  msrp  $20,480.* 
Visit  the  new  Prius  at  www.toyota.com/prius  or  call  8oo-go-toyota. 


®  TOYOTA  PRIUS 


geniu 


•Based  on  measurements  of  hydrocarbons  and  oxides  of  nitrogen  "Based  on  manufacturer's  suggested  retail  pnce  Excludes  taxes,  license,  title  and  other  optional  or  regionally  required  equipment  Actual  dealer  pnce  may  vary  ©2000  Toyota  Motor  Sales, 


g^k  yosei  Corp.,  publisher  of  the  Forbes  Nihon- 
r   m  ban,  Japanese  edition  of  Forbes,  started  its 

J business  in  1893.  As  a  publishing  company 
of  books  about  laws  and  regulations,  as  well 
as  general  interest,  it  has  played  an  impor- 
t  role  in  bridging  the  national  government  with  local 
/ernments  and  citizens.  Its  basic  objective  always 
;  been  to  help  strengthen  local  autonomy. 
A/hile  the  IT  revolution  must  significantly  change 
ns  of  publication  and  distribution  of  information,  I 
I't  see  any  reason  why  we  have  to  change  our  man- 
;ment  philosophy,"  says  Motoo  Fujisawa,  Gyosei's 
sident  and  chief  executive  officer.  "The  centralized 
'ernment  system,  which  had  continued  since  Japan 
;ame  a  modern  state  a  century  ago,  shifted  to  full 
centralization  last  year  with  landmark  legislation, 
it  makes  our  mission  all  the  more  important." 
jjisawa  always  has  been  keen  on  high  technology, 
anticipated  the  computerization  of  administrative 
'k  for  local  governments  25  years  ago,  and  his  com- 
iy  installed  a  large- 
5  NCR  computer, 
ch  was  rare  in  the 
)lishing  industry  at 
t  time.  He  says, 
vever,  that  the  IT 
Dlution  is  badly  lag- 
g  in  administrative 
/ices  both  in  nation- 
and  local  govern- 
its  in  Japan, 
"he  national  govern- 
~it  at  long  last  has 
ted  moving  in  ear- 
t,"  Fujisawa  says, 
e  information  gap 
persist  if  its  solu- 
is  left  to  the  pri- 
3  sector.  We  will 
<e  the  most  of  the 

t  pool  of  information  we  have  accumulated  over 
1  years  and  work  for  easier  public  access  to  them 
}oing  digital." 

jjisawa  runs  two  local  cable  systems  in  eastern  and 
;tern  Japan.  "Digital  satellite  TV  broadcasting  that 
ted  in  December  of  2000  in  Japan  will  enable  each 
sehold  with  a  digital  TV  set  to  benefit  from  the  IT 
Dlution  through  cable  systems,"  he  says.  "For 
anese,  digital  TVs  are  easier  to  handle  than  PCs." 
hen  asked  about  his  expectations  for  the  21st  cen- 
,  Fujisawa  says,  "Japanese  people  have  an  old  cus- 


We  will  make 
the  most 

of  a  vast  pool  of  information 
we  have  accumulated  over 
long  years  and  work 
for  easier  access  to  them 
by  going  digital/' 


Motoo  Fujisawa 
President  and  CEO 
Gyosei  Corporation 


torn  to  repay  debts  by  New  Year's  Eve 
and  enter  the  new  year  free  of  debts.  In 
a  similar  vein,  they  tried  to  accomplish 
reforms  in  foreign  policies,  administra- 
tive systems,  the  economy  and  many 
other  things  before  the  20th  century 
closed.  They  attempted  to  artificially 
change  things  that  had  been  in  place 
for  half  a  century  or  even  a  century. 
Japanese  people  get  serious  when 
they  have  to  act.  But  they  won't  move 
until  things  become  really  urgent,  press- 
ing them  hard  to  act  at  a  major  risk." 
His  conclusion  is  for  "speed  in  judgment,"  which  he 
considers  to  be  an  essential  element  for  reform. 

He  is  not  quite  sanguine  about  the  new  century, 
which  he  views  as  likely  to  be  another  century  of  contin- 
uous conflicts  among  human  beings. 

Fujisawa  is  versed  in  history.  He  also  likes  young  peo- 
ple. "The  important  difference  lies  between  whether 
you  want  tomorrow  to  be  a  mere  continuation  of  today 
or  whether  you  seek  changes,"  he  says,  adding  that  he 
is  interested  in  history  as  he  enjoys  thinking  over  what 
people  sought  at  a  given  moment  in  history. 
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I  want  to  stop  making  copies. 

I  want  to  give  the  final  ok. 

I  want  to  take  others  under  my  wing. 

I  want  people  to  say  "good  point!"  when  they  have  no  idea  what  I  mean. 


Forbes 


capitalist  tool  Never  settle 
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Bad  Fit 

Adidas  is  strong  in  running  shoes.  Now  it 
wants  to  move  into  ostrich  leather  and 
$500  jackets.  It  looks  like  a  big  mistake. 

BY  LEIGH  GALLAGHER 

WHEN  ADIDAS  AMERICA  REACHED  $1  BILLION  IN 
sales  three  years  ago,  each  of  its  678  employees 
received  a  bottle  of  champagne.  Lovely  gesture, 
but  the  party  didn't  last.  Adidas  blew  it  when  it 
didn't  offer  new  products  or  replenish  sold-out 
stock  fast  enough. 

That's  no  longer  a  problem.  Adidas  is  now  coming  out  with 
plenty  of  new  stuff,  but  you've  got  to  wonder  what  they're 
thinking  over  at  product  development.  The  company's  latest 
marketing  plans  look  like  too  much — who  needs  ostrich- 
leather  shoes? — too  late. 

Consider  an  upcoming  line  of  pricey  street  apparel  and 
shoes  called  Originals  that  Adidas  hopes  to  sell  in  upscale 
boutiques  and  the  snooty  Barneys  department  store  in  Man- 
hattan. The  line  will  include  faux-leather  bowling  bags,  knit 
caps  and  those  ostrich  shoes.  Fluffy  stuff  from  the  no-frills 
manufacturer  that  earned  its  three  stripes  making  shoes  for 
the  likes  of  Olympic  sprinter  Jesse  Owens  and  boxer 
Muhammad  Ali. 

Who's  behind  all  this?  At  Adidas  America's  parent,  Adi- 
das-Salomon AG  (1999  revenue:  $5.3  billion),  Herbert  Hainer 
will  assume  the  chief  executive's  mantle  from  Robert  Louis- 
Dreyfus  in  early  2001.  He  believes  Originals  will  make  up 
25%  to  30%  of  Adidas'  revenue  within  a  few  years. 

But  that's  not  his  craziest  idea.  The  company  also  plans 
a  line  of  expensive  sporting  togs  called  Equipment  that  will 
take  on  Prada,  Polo  and  other  designers  that  have  wandered 
into  the  sports-apparel  business.  Shoes  will  start  at  $125; 
outer  jackets  will  cost  $500.  Problem  is,  fashionistas  buy 
those  designer  brands  because  they  care  more  about  labels 
than  performance.  Adidas  is  hardly  a  status  symbol.  An- 
other iffy  move:  The  company  is  boosting  prices  of  its  core 
brand.  It  just  rolled  out  its  most  expensive  sneaker  to  date, 
the  $125  futuristic-looking  Kobe  Bryant  basketball  shoe, 
marketed  under  the  company's  new  corporate  tag  line  "For- 
ever Sport." 

Don't  let  it  fool  you.  That  is  Adidas'  attempt  to  reassure 
athletes  that  it  isn't  abandoning  its  sporting  roots,  which  date 


back  to  the  1930s.  But  it  is.  After  languishing 
the  pretentious  1980s,  Adidas  roared  back  inl 
fashion  in  the  mid-1990s  as  the  gritty,  reasoi 
ably  priced  brand  for  people  who  run  an 
jump.  Even  its  logo  was  discreet:  three  simpl 
parallel  stripes.  Adidas'  U.S.  footwear  sales  lea] 
to  $935  million  in  1999  from  $165  million  " 
1990,  according  to  Sporting  Goods  lntelligen 
and  it  scooped  up  an  impressive  35%  mark 
share  of  the  running  shoe  category.  The  co 
pany,  which  spends  some  $625  million  a  ye: 
worldwide  on  marketing  and  ads,  ran  comme 
cials  that  emphasized  oddball  sports  fans — n 
member  the  fat,  shirtless  Yankee  fans  wh 
painted  the  letters  of  the  company's  name  on  their  bellies?- 
as  well  as  endorsers  such  as  Russian  tennis  babe  Anr 
Kournikova. 

But  Adidas  stumbled.  One  problem:  It  didn't  have  mu 
else  to  offer.  "We  oversold  the  market,  and  the  collection  b 
came  a  bit  boring  for  consumers,"  says  Hainer.  Last  year 
North  American  sales  of  footwear  and  apparel  sagged  20°/| 
after  adjustments  for  currency  fluctuation,  to  $1.12  billioj 
says  analyst  Uwe  Weinreich  of  Bankgesellschaft  Berlin.  Ope) 
ating  income,  meanwhile,  dropped  35%  to  $109  millioi 
Hainer  blames  Abercrombie  &  Fitch,  Gap  and  others  fo 
rolling  out  sportswear  that  encroached  on  Adidas  territori 
"This  we  cannot  allow,"  he  growls. 

New  product  is  one  thing.  Adidas'  schizophrenic  new  rJ 
tailing  strategy  is  another.  After  all,  it  spent  hundreds  of  mi 
lions  of  dollars  convincing  us  that  Adidas  was  more  authei) 
tic  than  its  sporting  rivals.  Okay,  we  bought  it.  It's  a  class 
marketing  mistake  to  unsell  what  you've  already  sold. 


Fancy  Footwork 

What  kinds  of  profits  do  sneaker  companies  make 
This  is  basically  a  commodity  business:  Nik 
Reebok  and  Adidas  have  access  to  the  same  ra 
materials,  whether  they  turn  them  into  air,  gel  or  foam.  As 
general  rule  the  aGtual  cost  of  a  shoe— split  evenly  amor 
materials,  labor  and  overhead  (marketing,  packaging,  shi| 
ping)— is  about  25%  of  its  retail  price,  says  John  Hora 
publisher  of  Sporting  Goods  Intelligence.  Which  mean 
gross  margins  of  50%.  The  breakdown: 


A  PAIR  OF  $120  SHOES 

retailer  pays:  $60 
manufacturer  pays:  $30 
materials:  $10 

labor:  $10 
overhead:  $10 


A  PAIR  OF  $60  SHOES 

retailer  pays:  $30 
manufacturer  pays:  $15 
materials:  $5 

labor:  $5 
overhead:  $5 
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Chupa  Chups  is  a 
global  powerhouse  in 
the  lollipop  business, 
of  all  things,  but  you 
can  learn  from  its 
marketing  antics. 

BY  RICHARD  C.  MORAIS 

PROBLEM  FOR  CHUPA  CHUPS  GROUP, 
a  Barcelona-based  confectioner  that 
gets  most  of  its  $490  million  in  an- 
nual sales  from  lollipops:  Europe  is  run- 
ning out  of  children — only  1 .3  per  fam- 
ily in  Spain,  for  example. 

Solution:  Sell  this  kiddie  candy  to 
adults.  Among  the  flavors  to  choose  from 
are  lychee  and  espresso.  A  successful  ad 
campaign  in  Germany — leek  mich  (lick 
me) — showed  that  Chupa  Chups  could 
also  be  slightly  risque.  Lollipops  were 
handed  out  by  colorful  "aliens"  and 
"Chupa  Chicks"  on  motorized  scooters 
at  events  like  the  Grammy  Awards,  the 
Venice  Film  Festival  and  Paris  fashion 


shows.  In  cities  around  the  world  young 
adults  waiting  to  get  into  hot  discos  find 
themselves  handed  Chupa  Chups,  creat- 
ing a  community  of  "suck  lines."  In  Rus- 
sia, a  surprisingly  big  market,  cosmo- 
nauts are  known  for  taking  the  lollipop 
into  space. 

The  candy  has  some  rather  unusual 
retail  distribution.  Among  the  outlets 
where  you  find  it  are  bars,  nightclubs, 
sports  arenas,  video  stores  and  even  sec- 
ond-hand clothing  shops. 

And  then  there  are  the  televised 
publicity  stunts.  When  Johan  Cruyff, 
Barcelona's  world-famous  soccer 
coach,  gave  up  smoking,  Chupa  Chups 
sent  him  a  box  of  lollipops.  From  then 
on  Cruyff  could  be  seen  on  TV  furi- 
ously sucking  a  Chupa  Chups  as  he 
paced  back  and  forth  on  the  sidelines. 
The  company  sent  the  French  soccer 
team  members  lollipops  just  before 
they  won  the  World  Cup  finals  in  1998; 
the  champions  then  adopted  the  lol- 
lipop as  a  kind  of  good  luck  charm, 
and  the  French  papers  followed  up  by 
offering  medical  reasons  why  sugar 


Sugar  rush:  Chupa  Chups'  Xavier 
Bernat  hopes  a  deal  with  M&M/Mars 
will  help  it  crack  the  U.S.  market. 

helps  soothe  sportsmen's  rattle 
nerves. 

Chupa  Chups  dates  back 
1958,  when  Enric  Bernat  took  ov< 
an  ailing  Spanish  confectioner  an 
threw  out  its  200-odd  products  t 
focus  solely  on  the  quality  lollipo 
he  had  created.  (In  Spanish  chupi\ 
means  "suck.")  Bernat  stuck  h 
Chupa  Chups  quill-like  into  a  dis 
play  base  and  paid  salesmen  to  g^ 
the  eye-catching  "porcupine"  a 
close  to  Spanish  cash  registers  a 
possible.  In  1968,  as  he  began  to  e* 
pand  abroad,  he  had  Surrealia 
painter  Salvador  Dali  create  a  dais)| 
shaped  logo. 

Bernat's  son  Xavier  has  official] 
been  running  this  privately  hel 
firm  since  1999  and  has  been  doifl 
rather  well  at  it:  Sales  in  2000  wei 
up  35%  from  the  year  before.  Bu 
one  weak  spot  is  the  U.S.,  where  rev 
enues  are  $50  million;  only  a  thin 
of  that  is  from  the  lollipop,  the  re: 
coming  from  Smint  breath  mints  an 
other  products. 

Solution:  a  contract  signed  in  Auguj 
with  M&M/Mars,  the  U.S.  candy  giap 
(also,  interestingly,  family-owned),  fl 
help  distribute  the  candy.  There  are  sorrj 
differences  of  style  here.  In  1999  Chup! 
Chups  commissioned  a  TV  commercij 
laden  with  sexual  innuendo  and  the  ta 
"oral  pleasure."  Family-minded  Mai 
helped  kill  the  spot. 

But  that  doesn't  mean  lollipops  can! 
be  hip.  Check  out  www.chupachups.coij 
for  pictures  of  celebrities  described  a, 
Chupa  Chups  "addicts":  Giorgio  Ai 
mani,  Magic  Johnson,  Jerry  Seinfeld. 

And  here's  another  marketing  girr. 
mick  that  presumably  will  be  easily  ira 
ported  from  Europe:  lollipop  as  cigaretl 
substitute.  During  the  globally  celebrate 
no-smoking  day  each  May,  Chup 
Chups  employs  drag  queens  Betty  ani 
Celeste  to  romp  through  London  put 
handing  out  lollipops  to  anyone  who  wi 
give  them  a  cigarette.  Wouldn't  that  strai 
egy  sweeten  sales  in  the  U.S.,  home  of  tn 
antitobacco  crusade?  I 
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Ever  seen  a  computer  deliver  anything?  Close 
a  deal?  Go  with  its  gut?  It's  people  -  your 
customers,  employees,  and  suppliers  -  that 
run  your  company.  And  we've  designed 
PeopleSoft's  new  generation  of  e-business 
applications  to  help  your  people  turn 
e-business  into  e-profits. 

CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


www.peoplesoft.com  1.888.773.8277 


MARK  RUNG 


Village  Voice 


Palmolive,  Procter  & 
Gamble,  Daimler- 
Chrysler's  Dodge  divi- 
sion, MCA  Records, 

Folksy  American  Profile  and  its  advertisers  Sony,  True  value  Hard- 
are  targeting  small-town  America.  ware  and  NBC> which 


BY  MATTHEW  SWIBEL 

PEOPLE  WHO  LIVE  IN  SMALL  TOWNS 
differ  from  the  rest  of  the  nation 
in  a  variety  of  ways.  For  one  thing, 
they  eat  a  lot  more  jarred  fruit. 

This  may  not  be  meaningful  to  you, 
but  it  has  helped  make  American  Pro  file 
the  fastest-growing  magazine  you've 
never  heard  of.  The  nine-month-old 
newspaper-insert  publication  reaches  2.5 
million  Americans — more  than  Oprah 
Winfrey's  O,  more  even  than  USA  Today. 
That  makes  American  Profile,  mostly  dis- 
tributed in  small  towns,  a  natural  ad  buy 
for  jarred-fruit  marketers.  Not  to  men- 
tion for  makers  of  luxury  cars,  gas  grills 
and  pressure  cookers. 

American  Profile  looks  like  the  Sun- 
day supplement  Parade — with  an  up- 
front Q&A  section  and  feel-good  features 
on  vintage  cars,  small-town  architecture 
and  recipes  for  stuff  like  "beer  cheese 
soup"  and  "indescribable  iced  tea."  Its 
four  regional  editions  are  packaged  with 
small  newspapers  published  in  markets 
with  fewer  than  85,000  people,  such  as 
Sabula,  Iowa  (pop.  687)  and  Shelbyville, 
Tenn.  (pop.  15,766).  About  75%  of  the 
copies  are  distributed  in  counties  with 
populations  smaller  than  20,000.  Parade 
Publications,  owned  by  privately  held 
Advance  Publications,  focuses  on  larger 
newspapers,  and  is  seen  in  only  10%  of 
the  7,000  papers  with  circulations  below 
30,000. 

L.  Daniel  Hammond,  chief  executive 
of  Nashville-based  Publishing  Group  of 
America,  charges  the  470  newspapers  that 
carry  the  weekly  American  Profile  $1  per 
subscriber  per  year.  Advertisers,  who  fill 
half  of  each  issue  of  the  magazine,  pay 
$109,000  for  a  full-page  color  ad  based 
on  a  2001  rate  base  of  4.2  million  readers. 
The  $25  cost  per  thousand  readers  is  20% 
more  than  advertisers  pay  Parade,  with  a 
circulation  of  37  million,  or  Gannett's 
USA  Weekend,  with  22  million.  Profile's 
40  regular  advertisers  include  Colgate- 


uses  Profile  to  hype  its 
sitcoms. 

American  Profile's  advertising  rev- 
enue totaled  just  $2.5  million  over  the 
past  nine  months,  but  Hammond  has 
big  ambitions.  His  business  plan  calls 
for  boosting  ad  revenue  to 
$22  million,  circulation  to 
5  million  and  circulation 
revenue  to  $5  million  in 
2001.  If  he  succeeds,  the  insert 
magazine  would  presumably 
be  in  the  black.  Right  now  it's 
losing  $1  million  a  month. 

Hammond,  a  40-year-old 
former  ad  account  supervisor, 
first  showed  his  business  plan 
to  possible  investors  in  1994.  / 
He  knew  national  advertis-  M 
ers  wanted  to  reach  small- 
town folks,  but  buying  piece 
meal  ads  in  tiny  newspapers  didn't 


make  sense,  even  though  71%  of  peo^ 
pie  who  live  in  nonurban  areas  regularl] 
read  their  community  newspaper.  Ii 
1999  Hammond  coaxed  $7.5  millior 
from  a  small  group  of  media-sawy  jfl 
vestors,  including  the  Megunticool 
Fund,  headed  by  former  executives  o 
the  Providence  Journal  Co.  Once  Ham 
mond  started  peddling  American  Profth 
to  newspaper  publishers,  it  took  onli 
eight  months  to  sign  470  papers. 
But  a  sluggish  ad  econom] 
could  be  a  problem  for  Ameri 
can  Profile.  Ad  pages  in  Sun 
day  insert  magazine: 
were  flat  in  thi 
third  quarte: 
of  2000,  anc 
Walter  Anderson 
who  runs  Paradi 
Publications,  predict 
the  same  result  for  hi 
magazine  in  2001. 
Says  Hammond 
"Most  people  didn't  thin] 
Wal-Mart  could  build  it] 
business  by  going  after  smal 
towns,  either."  I 


^^^^ 


Thinking  small: 
American  Profile 
creator  L.  Daniel 
Hammond. 
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MdMNET 


CONFERENCE   &  EXPO 


Washington,  D.C. 
Convention  Center 

Hiding  Business  Value 
rough  Intelligent  Networks 

ihnology  •  Business  •  Implementation 


re's  a  new  driving  force  shaping  the  communication-networking 
Id  today.  It  calls  for  optimizing  enterprise  network  performance, 
ding  an  intelligent  communication  infrastructure  to  service  your 
tomers  and  suppliers,  and  strategic  use  of  public  network  options 


Over  450  service  providers,  ISV's,  OEM's  and  startups 
offering  cutting-edge  technologies  and  services 

Hundreds  of  new  product  announcements 

Focused,  solutions-based  conference  program 
designed  to  provide  training  and  best  practices 

Interactive  demonstrations  and  resources  for  the 
communication  networking  industry 


yourself  in  the  technological  vanguard  by  attending  the 
t  major  communications  networking  event  of  2001! 
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BLOW  HARD 

Wind-generated  power  is  back.  Will  it  make  money  this  time  around? 
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'  DAVID  ARMSTRONG 

3UFFALO  RIDGE  IS  A  PLATEAU 
stretching  150  miles  from  Sisse- 
ton,  S.D.  to  Storm  Lake,  Iowa. 
There,  amid  corn  and  soybean 
ops,  some  670  wind  turbines  spin 
;ady  gusts  of  wind  into  energy.  Over 
e  course  of  a  year  an  average  of  1  bil- 
m  kilowatt-hours  can  be  generated, 
ough  for  172,000  households. 
Wind  power  is  blossoming  in  the 
>per  Great  Plains — from  29 
egawatts  of  peak  installed  power  in 
luary  1998  to  520  megawatts  by  year- 
d  1999,  with  another  250  under  con- 
uction.  Why  here?  These  are  flat  and 
arsely  populated  prairies  with  aver- 
e  wind  speeds  of  15mph. 

Gregory  Jaunich,  a  39-year-old  for- 
er  grain  trader,  is  one  of  the  entrepre- 
:urs  exploiting  the  geography.  His 
inneapolis-based  Northern  Alterna- 
re  Energy  has  accumulated  in  its  port- 
iio  86  turbines  that  sell  juice  to  mid- 
?stern  utilities.  The  firm  has  also  built 
d  sold  three  wind  farms  with  a  com- 
ned  50  turbines  to  companies  like 
adison  Gas  &  Electric  and  the  Platte 
ver  Power  Authority.  Altogether,  Jau- 
ch  oversees  facilities  that  produce 
ough  power  at  peak  capacity  to  light 
)  one-third  of  the  homes  in  his  native 
inneapolis.  It  was  enough  for  NAE  to 
;ar  a  pretax  $1  million  on  $3  million 
revenue.  The  dream  is  much  bigger 
an  that.  Jaunich  says  he  can  put  an- 
her  750  megawatts  of  wind  and  nat- 
al-gas power  in  his  owned  or  man- 
;ed  portfolio  by  2002  and  net  $30 
illion  that  year. 
For  all  its  apparent  visual  loveliness 
debatable  matter),  wind  power  was 
pretty  consistent  economic  disaster 
e  last  time  it  was  attempted  in  a  big 
ay,  following  the  1973  spike  in  oil 
ices.  In  California,  generous  state  and 
deral  incentives  prompted  a  wind- 
)wer  boom  that  didn't  last.  In  1985 
rnie  400  megawatts  of  new  wind 
)wer  was  built  in  the  state.  In  1986, 
e  year  the  incentives  ended,  that 
amber  dropped  to  zero,  putting  some 
impanies  out  of  business.  Despite  the 
ipling  of  oil  prices  in  the  past  two 


years,  wind  would  still  be  a  loser  but 
for  the  federal  subsidy  of  1.5  cents  per 
kilowatt-hour  in  the  form  of  a  tax 
credit  given  since  1994.  Also  helping: 
political  pressure.  Some  states,  Min- 
nesota included,  require  utilities  to  buy 
a  certain  amount  of  so-called  green  en- 
ergy. On  top  of  the  1.5  cents  a  kilowatt- 
hour  from  the  taxpayers,  NAE  gets  3  to 
4  cents  from  utilities,  competitive  with 
almost  any  other  sources  they  have 
other  than  coal-fired  plants. 

After  quitting  his  day  job  in  1991 
Jaunich  did  research  at  Minnesota's 
Southwest  State  University.  Then  he 
went  knocking  on  the  doors  of  utilities. 
"They  were  willing  to  look  at  renewable 
energy,"  he  says.  "But  there  was  no  one 
pursuing  the  business." 

So  with  two  partners  and  $150,000 


It's  All  a  Breeze 

Wind  power  is  making  a  comeback 
after  a  decade  of  near-dormancy, 


The  amount  of  wind  power  produced 
annually  in  the  U.S. 

The  rotor  diameter  of  a 
Z-750  wind  turbine  made  by  Enron. 

The  average  number  of  birds  killed 
each  year  at  Altamont  Pass  wind 
farms  in  California. 

Source:  American  Wind  Energy  Association. 

among  them,  Jaunich  bought  five  used 
wind  turbines  and  signed  a  contract  to 
sell  wind  energy  to  Iowa  Electric  Light  & 
Power  (now  Alliant  Energy),  which 
agreed  to  help  string  a  transmission  line 
into  its  grid.  NAE  was  in  business — sort 
of.  The  project  produced  0.3  megawatts 
at  its  peak  capacity,  barely  enough  to 
light  20  homes  and  spark  $30,000  a  year 
in  revenues. 

A  staggering  amount  of  preparation 
goes  into  these  deals.  It  starts  with 
gauges  and  computer  models  that  pre- 
dict average  wind  speeds  at  a  potential 
site.  Slight  variations  in  location  can 
have  a  large  effect  on  output  since  wind 
power  is  proportional  to  the  cube  of 


wind  speed.  That  means  a  turbine  in 
12mph  winds,  for  example,  produces 
30%  more  energy  than  one  operating 
in  llmph  winds. 

And  then  there's  the  problem  that 
no  wind  blows  steadily.  Depending,  of 
course,  on  where  it  stands,  a  turbine 
rated  at  750  kilowatts  of  peak  power 
might  average  an  output  of  only  2.5 
million  kilowatt-hours  over  the  course 
of  a  year. 

Add  the  price  of  the  turbines,  at 
$650,000  to  $1  million  apiece,  to  the 
$100,000  per  mile  for  transmission 
lines  (average  distance:  less  than  three 
miles),  plus  a  construction  cost  that  can 
average  $3  million  for  a  10-megawatt 
wind  farm,  and  you  have  a  fairly  big 
capital  budget.  It  can  easily  tote  up  to 
$1  million  per  megawatt  of  capacity. 
Plus,  there  are  annual  leasing  fees  to  the 
farmers,  about  $2,000  to  $3,000  per 
year  for  every  turbine  on  their  land. 

Jaunich's  little  outfit  needs  to  reach 
into  some  deep  pockets  to  finance  these 
wind  farms.  Its  partners  have  included 
Xcel  Energy  (once  known  as  Northern 
States  Power),  Southern  California  Edi- 
son and  Heller  Financial.  A  Heller  exec- 
utive allows  that,  without  the  federal 
subsidy,  the  company  would  have  to 
take  "another  look"  at  its  $20  million 
investment  in  loans  and  equity. 

Now  Jaunich  is  moving  beyond 
wind  farms  into  blended  fossil- 
fuel/wind  generation.  A  contract  on  a 
$300-million  project  to  combine  50 
megawatts  of  wind  turbines  mounted 
on  Buffalo  Ridge  with  300  megawatts  of 
natural  gas  turbines  is  in  the  final 
stages.  Big  risks  here — among  them  the 
fact  that  the  long-term  contract  with 
Xcel  does  not  completely  insulate  NAE 
from  the  considerable  volatility  of  nat- 
ural gas  prices.  This  one  deal  will  lurch 
the  company  up  tenfold  in  revenue  to 
$30  million  for  2002. 

Jaunich  is  about  as  wide-eyed  an 
optimist  as  they  come.  He  recently  built 
a  visitor  center  near  his  wind  farms  in 
southwestern  Minnesota — complete 
with  an  eight-room  guest  house.  "Wind 
is  always  going  to  play  a  role,"  he  says. 
"It's  a  question  of  how  much."  F 
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THE  FIRST  SUBMISSION  MARC 
Smirnoff  received  for  the  Ox- 
ford American  was  a  poem  from 
John  Updike  about  a  bowel 
movement.  "I  still  believe  it  to  be  a 
comic  masterpiece,"  says  Smirnoff,  37, 
who  edits  the  literary  magazine  he 
founded  in  1992. 

Billed  as  "The  Southern  Magazine 
of  Good  Writing,"  that  first  issue  of  the 
Oxford  American  also  included  contri- 
butions from  Richard  Ford,  William  F. 
Buckley  Jr.  and  Charles  Bukowski.  But 
coaxing  masterpieces  for  little  money 
from  America's  finest  writers  proved 
easier  than  paying  the  bills  at  the  maga- 
zine's headquarters  in  Oxford,  Miss. — 


home  of  William  Faulkner.  "I  made 
deals  with  the  landlord,"  says  Smirnoff. 
"I  lived  in  the  office.  We  missed  issues. 
We  were  pretty  much  living  hand-to- 
mouth  until  Big  John  came  along." 

Big  John  is  John  Grisham,  the  45- 
year-old  lawyer-turned-author  who  be- 
came publisher  of  the  magazine  in  1994 
and  used  it  to  test  the  waters  for  his  up- 
coming novel,  A  Painted  House,  which 
was  serialized  in  the  six  issues  of  the 
Oxford  American  last  year.  A  semiauto- 
biographical  tale  of  a  boy  growing  up 
in  Arkansas,  the  novel  will  be  published 
by  Doubleday  in  February.  It  may  not 
be  the  typical  Grisham  thriller,  but  it 
raised  the  profile  of  the  Oxford  Ameri- 


Oxford  man:  Marc  Smirnoff  has  created  an 
outlet  for  down-home  writers. 

can  (annual  subscription:  $20),  doui 
bling  subscriptions  to  38,000. 

For  now,  the  Oxford  Americans  sur 
vival  may  be  thrilling  enough  for  Grishi 
am,  the  magazine's  sole  backer.  Smirnof 
refuses  to  say  how  much  money  the  aui 
thor  has  pumped  into  the  magazine— 
or  for  how  long  he's  willing  to  fund  it— 
but  it  could  be  a  while  before  he  sees  \ 
return  on  his  investment.  Each  issue  o 
the  magazine  costs  as  much  as  $150,00< 
to  get  out  the  door,  including  salaries; 
writers'  fees  and  printing,  but  brings  il 
just  $100,000  in  ad  revenues.  Subscripi 
tion  and  newsstand  sales  bring  in  $1  mill 
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n  a  year.  Despite  that,  they're  still  bleed- 
;  red  because  of  the  cost  of  promotions, 
)ugh  Smirnoff  refuses  to  say  how 
ich. 

Even  though  Oxford  American  read- 
are  a  well-educated,  affluent  bunch 
ledian  household  income:  $82,000), 
idison  Avenue's  reception  to  the 
igazine  is  lukewarm.  There  were  just 
1  ad  pages  to  906  pages  of  editorial  in 
:  magazine's  six  issues  in  2000.  Be- 
ase  64%  of  subscribers  live  in  the 
uth,  "the  Oxford  American  is  seen  as 
egional  magazine,"  says  Jon  Fine  of 
vertising  Age.  "And  so  is  the  New 
rker  to  a  certain  degree,  but  its 
wincialism  plays  on  a  wider  scale." 
Smirnoff  started  the  magazine  with 
$8,000  loan  guaranteed  by  the  parents 
his  then-roommate.  At  the  time 
drnoff — a  California  native  who  never 
ished  high  school  or  college — was 
rking  at  a  bookstore  in  Oxford,  where 
settled  when  his  car  died  there  during 
ross-country  trip.  It  struck  him  that 
:re  was  no  good,  down-home  outlet 


for  Southern  authors  like  Barry  Hannah, 
Larry  Brown  and  the  late  Willie  Morris. 
"I  couldn't  just  leave  it  alone;  I  had  to 
start  a  magazine,"  says  Smirnoff,  confi- 
dent he  could  attract  good  writers. 

He  sent  letters  to  his  favorite  writers, 
asking  for  submissions,  and  amazingly, 
they  poured  in.  For  two  years  Smirnoff 
published  the  magazine  whenever  he 
had  the  money  to  put  one  out.  Smirnoff 
had  met  Grisham  at  the  bookstore  and 


was  soon  editing  his  blockbuster  court- 
room dramas,  such  as  Hie  Chamber  and 
Tlie  Street  Lawyer,  before  they  were  sent 
to  his  publisher.  Smirnoff  approached 
Grisham  in  1994  when  he  needed  as 
much  as  $100,000  an  issue  to  keep  pub- 
lishing the  magazine.  Grisham  gave  him 
the  money  but  was  reluctant  to  become 
publisher.  "He  didn't  want  people  to 
think  he  was  buying  a  literary  reputa- 


tion. But  we  needed  his  name  on  the 
masthead.  I  had  to  beg.  And  in  the  end, 
he  did  it,"  says  Smirnoff. 

The  magazine  has  slowly  gathered 
readers  and  advertisers — even  a  Na- 
tional Magazine  Award  in  1 999 — but 
no  profits.  Smirnoff,  whose  salary  is 
$43,500,  says  it  will  take  75,000  paid 
subscribers,  plus  additional  ad  rev- 
enues, for  the  ink  to  run  black. 

Grisham's  serialized  novel  was  a 


big  marketing  booster.  Ad  revenue  in- 
creased 81%  to  $92,000  between  the 
November/December  1999  issue  and 
the  January/February  2000  issue,  the 
first  to  carry  A  Painted  House. 
Smirnoff  could  use  another  high-pro- 
file novel.  "My  job,"  he  says,  "is  to  get 
this  magazine  to  the  audience  it  de- 
serves." Before  Big  John  decides  it 
doesn't  deserve  any  more  money.  F 


"WE  NEEDED  [GRISHAM'S]  NAME  ON  THE 
MASTHEAD,"  SAYS  SMIRNOFF.  "I  HAD  TO  BEG. 


AUDITS... 


CALL  THE  BUSINESS  SOLUTIONS  SPECIALISTS. 

Audit  preparation.  We  know  that  audit  preparation  can  be  extremely 
time-consuming  and  shift  your  resources  away  from  current  projects, 
but  it  doesn't  have  to  be.  Why  not  call  in  the  professionals?  RHI 
Management  Resources  specializes  in  placing  senior-level  financial 
professionals  with  Fortune  1 000  and  Big  5  experience  on  a  project  basis. 
With  our  experienced  consultants,  you'll  be  able  to  stay  focused  on  all 
your  current  projects  and  relax,  knowing  that  your  audit 
preparation  is  being  taken  care  of  by  the  business  solutions  specialists. 


Management0 
Resources 


Project  Financial  Professionals 

www.rhimr.com  888.400.7474 


ENTREPRENEURS 


HUSTLER 

He  once  spent  his  days 
bringing  the  Encyclopaedia 
Britannica  into  the 
information  age.  Now  Harold 
Kester  surfs  the  Web  for  porn. 

BY  LEA  GOLDMAN 


nies  looking  to  crack  down  on  furtive 
on-the-job  surfing,  then  sells  them  sub- 
scriptions to  a  database  of  off-limit  sites. 

At-work  slackery  is  costly.  It  could 
create  grounds  for  sexual  harassment 
suits;  God  knows  how  much  employee 
time  is  wasted  on  porn  sites.  Those  con- 
cerns have  driven  10,800  companies  to 
Websense,  including  American  Express, 
Compaq  and  McDonald's. 

Its  first  filter,  released  in  1996,  worked 


HAROLD  KESTER  HAS  A  THEORY 
about  Scandinavian  bed  &  break- 
fasts. The  54-year-old  chief  tech- 
nology officer  for  Websense,  a  San  Diego- 
based  software  firm,  noticed  that  many 
Norwegian  and  Swedish  B&B  Web  sites 
double  as  porn  peddlers.  The  origin  of 
this  strange  combination,  he  suspects,  lies 
in  Scandinavia's  early  adoption  of  the  In- 
ternet, lax  regulation  of  online  smut  and 
the  struggling  tourism  industry. 

Don't  alert  his  neighbors  just  yet. 
Kester  gets  paid  to  find  and  screen  out 
porn  and  other  not-quite-deadly  sins  on 
the  Web.  Founded  in  1 994,  Websense 
supplies  filters  and  monitors  to  compa- 


on  just  one  platform  and  blocked  access 
to  the  "sinful  six"  Web  site  categories: 
adult  content,  gambling  and  violence,  as 
well  as  hate,  bad  taste  and  illegal  activi- 
ties. But  with  such  broad  categories,  the 
database  was  pretty  useless.  Revenues 
that  year  were  just  $14,000. 

Kester  was  brought  on  in  1999  to 
hone  the  categories,  supplement  the 
database  and  enhance  the  filtering  search 
methods.  A  $12  annual  fee  for  each  user 
a  company  wants  to  monitor  generates 
recurring  sales.  Now,  with  a  revamped 
filter  and  monitor  and  a  growing  data- 
base, revenues  last  year  were  $7.1  million; 
Websense  is  on  track  to  reach  $15  mil- 


lion this  year — and  its  first  profit. 

Kester  spent  eight  months  overhaul 
ing  the  database  of  Web  sites — label 
like  "adult  content"  were  too  broad- 
more  than  doubling  the  number  of  cat 
egories  regulated  by  employers,  now  61 
and  counting.  (He  may  be  the  only  mai 
alive,  short  of  Larry  Flynt,  with  five  def 
initions  of  what  constitutes  onlin 
pornography.)  Sites  that  tell  you  how  t< 
hot-wire  a  car  fall  under  the  "illegal 
rubric,  while  a  hacker's  guide  qualifies  a 
"information  technology."  Both  can  b 
blocked  at  a  company's  discretion. 

How  does  the  system  discern  a  Vic 
toria's  Secret  banner  ad  (which  is  kosher 
from  a  point-and-click  peep  show?  Th 
filter  kicks  in  as  soon  as  an  employee  be 
gins  a  search.  Naughty  words  associate* 
with  an  illicit  inquiry  link  to  sites  deeme< 
questionable  in  the  database.  Clicking  oi 
a  link  usually  yields  an  error  message 
Type  in  a  taboo  URL  and  a  customized 
page  featuring  an  angry  chief  executivi 
might  pop  up. 

Every  morning  Kester  receives  a  lis 
of  the  most  popular  sites  on  the  Wei 
from  Alexa,  an  Internet  information 
company,  and  dispatches  his  filterinj 
software  to  scour  them  for  illicit  content 
Newly  published  sites  are  also  targeted 
Suspicious  URLs  are  given  to  a  team  d 
Web  surfers  for  inspection.  Those  tha 
don't  pass  the  sniff  test  are  added  to  thai 
database.  "If  you  can  see  it  on  TV,  on  i 
public  broadcast,  then  we're  not  going  tt 
deem  it  porn,"  Kester  explains. 

A  strange  twist  of  events  for  a  girj 
who  spent  a  decade  helping  Encyclopae\ 
did  Britannica,  which  bought  his  soft 
ware  firm,  bring  its  reference  tool 
online.  There,  Kester  designed  a  mej 
thodical  classification  system  that  would 
become  the  backbone  of  the  first  multij 
media  CD-ROM  ever  released. 

Now  he's  setting  his  sights  beyond 
mere  obscenity.  Websense  hopes  to  geni 
erate  new  revenues  from  an  add-on  set 
vice  that  allows  customers  to  track  inad 
propriate  uses  of  their  trademarks 
American  Express  would  probably  ]m 
to  know  if  its  "Don't  Leave  Home  With] 
out  It"  logo  has  been  stamped  on  a  sil 
for,  say,  private  playthings. 
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more  than  ever,  you  wear  many  hats: 
sr,  dealmaker,  strategist,  corporate 
gelist,  visionary.  Your  job  is  demand- 
your  influence  great.  You  help  steer 
company  in  the  right  direction;  advis- 
in  how  to  be  nimble,  understand  and 
:  to  the  demands  of  the  new  economy, 
:e  and  protect  long-term  value.  We 
I  the  challenges  and  opportunities  you 
Now  in  its  sixth  year,  the  Forbes  CFO 
n  is  the  premier  gathering  place  for 
il  financial  executives  to  meet,  debate 
>sues,  learn  from  the  experts,  network 
peers,  and  share  best  practices. 


M  US. 


jnted  by: 


jrbes 


THE  CHIEF  FINANCIAL  OFFICERS  FORUM 

SISTRATION  FORM 

will  attend. 

Mease  send  me  more  information. 


PROGRAM  FEE  AND  PAYMENT 
$2,400.00  (U.S.  Dollars) 

□  Check  Enclosed  (payable  to  Forbes  Magazine) 

□  Please  Bill  Me      □  American  Express      □  Visa 


□  MasterCard 


□  Diners  Club 


Acct.  No. 


Expiration  Date . 
Signature  


any 


Address 


State  Zip/Postal  Code . 


ry_ 


ss  Assistant's  Name/Phone/E-Mail 


e's  or  Companion's  Name, 


CONFIRMATION 

Shortly  after  receipt  of  your  registration,  you  will  receive  an  acknow- 
ledgement by  fax.  Once  payment  is  received  in  full,  your  reservation 
will  be  confirmed  and  we  will  forward  you  a  planning  kit,  containing 
hotel  information  and  additional  program  details.  Note:  Payment  is 
due  by  April  4,  2001.  Confirmations  will  not  be  issued  until  payment 
is  received. 

CANCELLATION  POLICY 

You  may  cancel  your  registration  in  writing  (a  faxed  letter  is  accept- 
able) by  April  4,  2001  for  a  full  refund.  If  you  need  to  cancel  after 
April  4,  you  will  receive  50%  of  your  registration  fee  as  a  credit  to 
apply  towards  the  2002  Forbes  CFO  Forum.  No  cancellations  will  be 
accepted  after  April  18,  2001. 

TO  REGISTER 

Fax:  212-367-3550     Phone:  212-367-3559 

E-Mail:  cfoforum@forbes.com 

Web:  www.forbes.com/conf/cfo2001 

Mail:  Forbes  Management  Conference  Group 

28  W.  23rd  Street,  10th  Floor,  New  York,  NY  10010 


ENTREPRENEURS 


CIRCLING 

A  German  entrepreneur's 
dream  to  build  robotic 
parking  garages  has  stalled. 

BY  DOUG  DONOVAN 

GERHARD  HAAG'S  ROBOTIC  PARK- 
ing  revolution  was  all  the  rage  in 
early  1999.  The  Wall  Street  Journal 
and  Time  magazine  featured  his  plans 
to  radically  alter  the  $26  billion  parking 
industry  with  the  nation's  first  fully  au- 
tomated garage  in  Hoboken,  N.J. 

Two  years  later  the  rage  remains — 
from  residents  still  waiting  for  the 
garage  to  open.  The  four-story  structure 
is  up.  Its  steel  honeycomb  innards  with 
room  for  324  cars  are  also  complete,  al- 
beit a  year  late.  What's  missing  is  what 
Haag  says  he  spent  most  of  the  past 
decade  developing  and  which  made  his 
Pinellas  Park,  Fla. -based  Robotic  Park- 
ing big  news:  the  software  to  enable  ma- 
chines to  park  and  retrieve  cars. 

That's  because  the  general  contractor 
of  the  $6.6  million  job  fired  Haag  Oct.  10, 
claiming  he's  a  fraud.  "We 
don't  believe  his  software 
even  exists,"  says  Frank 
Belgiovine,  president  of 
Belcor  Group,  the  Hacken- 
sack,  N.J.  general  contrac- 
tor. "We  sucked  it  in  the 
same  way  as  everyone 
else."  Haag  has  filed  a  suit  in  New  Jersey 
Superior  Court  claiming  that  Belgiovine 
stole  his  intellectual  property.  "Never  have 
I  signed  such  a  miserable  contract,"  says 
Haag,  who  put  up  his  patents  as  a  guar- 
antee of  meeting  performance  standards. 

Haag  developed  the  technology  from 
1989  to  1992  while  in  Germany,  where 
he  says  he  worked  on  automated  parking 
systems  as  an  engineer  at  Krupp  Indus- 
trietechnik.  Such  facilities  have  been 
popular  in  densely  populated  cities  in 
Asia  and  Europe  since  the  1950s  but  have 
made  no  headway  in  the  U.S.  Haag  came 
to  America  in  1993  and  built  a  $2  million 
test  garage  in  Leetonia,  Ohio,  drawing 
on  $6  million  from  private  investors  and 
$6  million  he  says  he  made  selling  his  in- 


THE  GARAGE  CAN'T  EVEN  RUN 
MANUALLY,  MUCH  LESS  BY 
COMPUTER,  AS  PROMISED. 


terest  in  Krupp.  Haag,  47,  says  the  Lee- 
tonia plant  was  proof  his  software  works. 
(Belgiovine  claims  Leetonia  was  a  "guy- 
behind-the-curtain"  setup,  with  a  per- 
son, not  software,  directing  the  pallets 
and  lifts  to  move  and  store  cars.) 

Still,  Hoboken  officials  awarded  the 
contract  to  Belgiovine,  who  hired  Robotic 
Parking.  Haag  would  provide  the  Legos — 
steel  pallets,  rails,  lifts,  computers  and  soft- 
ware— and  Belgiovine  would  snap  them 
into  place.  A  robotic  stacking  facility  can 
take  two  to  three  times  as  many  cars  as  a 
traditional  multilevel  garage.  Drivers  pull 
their  cars  to  the  garage  door,  get  out  and 
take  a  ticket  from  an  ATM-like  machine. 
The  computer  moves  cars  inside  by  a  pal- 
let, passing  it  off  to  a  motorized  platform 


that  speeds  horizontally  along  steel  rail] 
on  each  floor  and  up  vertical  lifts  to  shelvJ 
the  cars  in  open  slots.  Drivers  then  slidj 
their  tickets  back  into  the  machine  and 
cars  are  retrieved  in  the  same  manner. 

But  the  project  quickly  became  mirec 
in  delays.  Today  the  garage  can't  even  run 
manually,  much  less  by  computer,  al 
promised  by  Haag,  who  has  been  paid 
$3. 1  million  so  far.  Belgiovine  grew  tiraj 
of  waiting  and  sent  Haag  packing.  Bu) 
before  he  could  change  the  locks,  Haaj 
and  others  entered  the  facility  and  walked 
out  with  their  software  and  computers.! 

A  judge  has  rejected  Haag's  reques 
to  bar  Belgiovine  from  continuing  thj 
project  until  a  January  hearing.  And  sc 
Belgiovine  has  moved  on,  hiring  Hl| 
Systems  of  Milwaukee  to  finish  thj 
project.  If  Haag  loses,  his  life's  work-t 
and  future  contracts — will  be  in  jeod 
ardy.  "I  never  dreamed  something  likj 
this  would  happen,"  Haag  says. 

Unless,  as  Belgiovine  claims,  it  waj 
all  just  a  dream  to  begin  with.  I 
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INNOVATORS. 


COLLABORATORS. 


DIFFERENCE-MAKERS. 


(Better  known  as  your  butchers,  bakers  and  candlestick-makersO 


These  companies  are  making  a 
difference  in  their 
operating  communities 
by  collaborating  with  the  arts. 

As  members  of  the 
Business  Committee  for  the  Arts,  Inc., 

they  recognize  that  innovative 
partnerships  with  the  arts 
can  boost  employee  morale,  increase 
the  bottom  line  and  enhance  the 
quality  of  life 
in  cities  large  and  small. 

To  find  out  more  about 
what  these  companies  do, 

and  how  your  company 
can  make  a  difference,  too, 
contact  BCA  at  212  664-0600 
or  visit  www.bcainc.org. 


0BCA 


Bringing  business  and  the  arts  together. 


International  Paper  Company  Inc. 

j.P.  Morgan  &  Co.  Incorporated 

jaeger  Management  Company 

Johnson  &  Johnson 

Joseph  E.  Seagram  &  Sons  Inc. 
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Merck  &  Co.,  Inc. 

Meredith  Corporation 

Metropolitan  Life 
Insurance  Company 
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New  York  Life 
Insurance  Company 

The  New  York  Times  Company 

The  News-Journal  Corporation/ 
The  Daytona  Beach  News-Journal 
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ENTREPRENEURS- 


WHERE  ARE  THEY  NOW? 

For  some  entrepreneurs  featured  in  FORBES,  2000  was  the  best  of  times— and  the  worst. 


Smith  cashed  in  and  checked  out. 


BY  EILEEN  GLANTON 
Stephen  E.  Smith  wanted  to 

introduce  the  Internet  to 
Main  Street  America  (Jan. 
10) — and  ended  up  out 
on  the  street  himself. 
His  ISP,  OneMain.com, 
started  with  650,000  sub- 
scribers in  4,000  towns. 
But,  $70  million  in  the 
red,  it  never  whittled  its 
losses.  By  June  it  had  just 
$1.3  million  in  the  bank. 
Larger  ISP  EarthLink  offered  to  buy  OneMain  for  $308  mil- 
lion. When  the  deal  closed  in  September,  the  purchase  price 
was  down  to  $262  million.  Smith  left  OneMain — but  still 
pocketed  $8.1  million  in  cash  and  $5.5  million  in  stock. 

In  a  disastrous  year  for  most  Internet  ventures,  Rajiv  Uppal's 
online  global  trading  business,  NextLinx,  is  a  standout.  Since 
our  story  (Aug.  7)  he  teamed  up  with  FedEx  Corp.  to  peddle 
technology  that  helps  importers  and  exporters  make  sense  of 
international  shipping  laws.  Estimated  revenues  for  2000  will 
come  in  $2  million  shy  of  the  hoped-for  $10  million,  but 
Uppal  has  already  closed  $10  million  in  deals  for  2001. 

Mobile  ISP  Mobilephone  Telecommunications  International 

(Feb.  7)  may  wish  it  had  never  gone  public.  The  once-scald- 
ing stock  price  is  down  to  2%  of  what  it  was  a  year  ago, 

and  company  President 
Toshihiro  Maeta,  35,  has 
seen  his  fortune  shrivel 
from  $4.5  billion  to  $75 
million.  There's  nothing 
wrong  with  the  Tokyo- 
based  company's  busi- 
ness: Despite  an  18% 
drop  in  operating  in- 
come (thanks  to  big 
R&D  investments),  sales 
are  up  20%  to  $83  mil- 
lion in  the  year  ended 
Sept.  30.  It's  just  that  the  stock  is  more  affordable:  1 9  times 
earnings,  down  from  2,500  times. 

Scott  Mitchen's  Enviro-Rccovery  sought  fortune  on  the  bottom 
of  Lake  Superior  (Mar.  6),  pulling  up  maple  and  oak  logs  and 
flipping  the  wood  to  furniture  and  musical- instrument  mak- 
ers. Instead,  it  has  only  sunk  deeper.  Mitchen  pulled  back  an  an- 


nual report  shortly  after  our  story  and  won't  begin  fully  repor 
ing  to  the  Securities  &  Exchange  Commission  until  this  montl 
The  stock  is  still  on  the  pink  sheets,  but  now  trades  at  1 5  cent 
down  from  50  cents  in  March. 


Sports  agent  Dwight  Manley 

looked  like  a  simple  huckster 
as  he  prepared  to  sell  7,500 
gold  coins  recovered  from  the 
storied  S.S.  Central  America, 
which  sank  off  the  Carolina 
coast  in  1857  (May  29).  We 
grossly  underestimated  his 
charm:  To  date,  he's  unloaded 
5,000  double  eagles  ($20  coins) 
to  dealers  at  prices  ranging 
from  $2,000  to  $75,000. 


Gold  digger  Manley's  venture 
panning  out  quite  nicely. 


Andrew  Beal  spent  more  than  $20 

million  of  his  own  money  tryiru 
to  launch  commercial  satellite 
(Apr.  17).  In  October  it  all  earn 
crashing  down  to  earth.  H 
blames  the  failure  of  Beal  Aero 
space  on  cost  overruns  am 
schedule  delays,  but  he  reserve) 
his  greatest  enmity  for  govern) 
ment-subsidized  competitors-H 
NASA's  $290  million  appropriai 
tion  from  Congress  snuffed  oui 
his  hopes.  No  tears,  please:  He  hai 
gone  back  to  running  Beal  Bank1 
Dallas'  largest  privately  held  lend 
ing  institution. 

Beat's  rocket  plans  failed 
to  take  flight. 

Steve  J.  Mariotti  is  still  inspiring  low-income  and  at-risk  kidj 
to  start  their  own  businesses  (July  24).  Mariotti,  who  rud 
the  nonprofit  National  Foundation  for  Teaching  Entreprej 
neurship  in  New  York  City,  is  now  training  Harvard  Ph.Dj 
candidates  in  education  to  teach  small-business  skills  iij 
Boston's  public  schools — and  has  licensed  the  NFTE  cua 
riculum  to  help  promising  self-starters  in  India,  Argentina 
Belgium,  England  and  Canada.  NFTE  graduates  are  thriving 
too.  James  McNeal,  owner  of  Bulldog  Bikes  and  one  of  o 
featured  entrepreneurs,  made  the  cover  of  Black  Enterprise) 
November  issue.  F 
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Sony  SuperSlim™  Monitors.  Uncanny 
brightness.  Superb  color  reproduction. 
Selectable  aspect  ratios  from  1 6:9  to  4:3. 
And  a  broad  range  of  applications  and 
signals,  including  SDTV,  DTV  or  HDTV. 
It's  so  much  more  than  simply  a  flat  panel 
monitor.  It's  a  work  of  art. 


42"  viewable  area  measured  diagonally.  PFM-S00A3WU  and  high  resolution  PFM  510A2WU. 
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By  Robert  L.  Lindstrom 
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PS  NOT  YOUR  GRANDFATHER'S  BOARDROOM  ANYMORE. 
E  CLASSIC  MEETING  PLACE  THAT  ROSE  TO  THE  RANK  OF 
CORPORATE  CLICHE  AT  THE  HEIGHT  OF  THE  INDUSTRIAL 
AGE  HAS  BECOME  THE  TEAK-TRIMMED  ANACHRONISM 

OF  THE  TWENTY-FIRST  CENTURY. 


hich  is  not  to  say 
that  newly  designed 
executive  enclaves 
don't  maintain  a  sur- 
face resemblance  to 
last-century  cousins.  Budgets 
litting,  the  polished-wood  sur- 


SESTUDY  SPHERION 


faces  are  still  there — as  are  the  over- 
stuffed chairs  and  elegant  credenzas. 
And  you'll  still  find  plenty  of  white 
hair,  dark  suits  and  the  occasional 
$20  cigar. 

But  something  new  is  happening  in 
these  spaces.  Beneath  the  elegant 


Collaboration  Culture 


of  those  on  camera,  to 
make  them  stand  out  on 
the  screen.  A  ceiling- 
mounted  surround- 
sound  system  creates 
symmetrical  boundaries 
so  that  voices  emanate 
from  the  direction  of  the 
person  talking. 

The  room  is  used  to 
bring  clients  in  for  "infor- 
mation-sharing." The 
environment  is  less  about 
presentation  and  more 
about  partnership.  It  is 
designed  for  interactivity, 
says  Bob  Livonius,  chief 
operating  officer. 


pherion  Corpora- 
tion (www. 
spherion.com) 
wanted  a  facility  that 
would  connect  its  work- 
force-management oper- 
ations without  losing  its 
human  touch. 

Created  by  Walters- 
Storyk  Design  Group 
(www.wsd.com),  the 
environment  re-creates 
an  in- person  meeting  as 
closely  as  possible. 

The  lights  are  posi- 
tioned to  eliminate  eye- 
socket  shadows  and 
highlight  the  shoulders 


table  and  behind  the  oak  panels,  the 
rooms  are  alive. 

At  the  push  of  a  button,  the  rooms 
fill  with  images.  The  occupants  are 
instandy  and  electronically  linked — 
through  copper  lines,  fiber  cable  and 
radio  waves — to  databases  and  the 
outside  world.  Incoming  information 
is  no  longer  ferried  in  from  file  cabi- 
nets by  executive  secretaries.  The  data 
is  as  alive  and  as  interactive  as  the  peo- 
ple in  the  room — sometimes  more  so. 

To  presentation  purists  of  another 
era,  the  boardroom  was  not  a  place  for 
ringing  phones,  whirring  Teletype 
machines  or  glaring  projection  devices. 
It  was  an  executive  sanctuary,  isolated 
from  distractions  of  the  outside  world. 
It  was  the  place  where  the  biggest  play- 
ers in  the  organization  made  the  biggest 
decisions.  Such  people  felt  that  technol- 
ogy belonged  in  the  outer  office — not 
the  inner  sanctum. 

Those  days  are  over.  Technology- 
enabled  information  exchange  is  the 


YOU'VE  GOT  TO  SEE  IT 


COLOR. 


Epson,5  the  world's  number  one  projector  company,  brings 
you  the  PowerLite  710c  featuring:  5.8  pound  weight  •  10.5"  x 
8.4"  x  3.5"  dimensions  •  Keystone  correction  •  1000  ANSI 
lumens  with  XGA  resolution  •  SizeWise™  technology  gives  you 
compatibility  with  computer'resolutiohs  up  to  1600  x  1200. 


I  Visual  Communications^Work 


Spprial  Arlvprtisinrj  £prt 


lifeblood  of  the  organization,  precisely 
because  technology  and  information 
are  now  inseparable.  Information  and 
the  growing  knowledge  base  of  an 
organization  are  increasingly  audiovi- 
sual in  nature.  Charts,  graphs,  photos, 
animation,  video,  Web-streamed  con- 
tent and  videoconferences  are  on  their 
way  to  overshadowing  text  and  raw 
numbers  as  the  dominant  formats  for 
communication. 

Tuned  to  the  flow  of  media-rich 
information,  next-generation  collabo- 
ration rooms  are  designed  from  the 
ground  up  for  real-time  media  com- 
munication. 

Though  truly  visionary  venues  are 
still  in  the  minority,  the  early  arrivals 
show  clearly  how  digital  networking, 
visual  display  and  interactive  confer- 
encing are  changing  the  way  organiza- 
tions communicate. 


VISUAL  BRANDING 

Boardroom  designers  of  bygone  days 
tried  to  create  spaces  that  reflected  the 
ego  of  the  executives.  Today,  the  em- 
phasis is  on  projecting  the  vision  of  the 
company.  Although  some  companies 
still  maintain  rooms  exclusively  for 
their  boards  of  directors  or  the  top 
management,  the  newest  facilities  are 
designed  for  use  by  an  assortment  of 
executives  and  associates — not  for 
select  individuals  or  groups. 

Via  voice,  data  and  video  links, 
users  can  see  and  speak  with  cus- 
tomers and  competitors.  And  as  the 
technology  has  changed,  so  have  the 
individuals  who  work  in  these  next- 
generation  environments.  These  peo- 
ple have  come  to  demand  constant, 
fast-paced  interaction. 

Whether  designed  to  hold  10  people 
or  100,  the  next-generation  conference 


CASESTUDY  CORNING  GABLE  SYSTEMS 


Local  Globalization 


When  Corning  Cable  Systems 
( www.  corningcablesys- 
tems.com)  began  to  extend 
its  business  beyond  North  America,  it 
needed  a  new  level  of  media-rich  inter- 
national communications.  Company 
executives  bought  off-the-shelf  video- 
conferencing gear  but  soon  realized  they 
needed  to  go  to  the  next  level — by  in- 
stalling a  $250,000  collaboration  room. 

The  30-by-40-foot  room  is  videocon- 
ferencing-centric, notes  John 
Kwiatkowski,  the  video  technician/ 
integrator  from  system  installer  AAC 
(www.aacvtc.com).  Everything  in  the 
room  links  to  the  videoconferencing  sys- 
tem, including  a  VCR,  DVD  player, 
interactive  white  board,  PC  and  docu- 
ment camera. 

Cables  in  the  conference-room  table 
provide  power,  Ethernet  connections, 
dial-up  modem  jacks  and  feeds  to  the 
displays.  "Once  people  are  in  there  and 
hooked  up,  they  are  as  linked  in  as  they 
would  be  at  their  own  desks,"  Kwiat- 
kowski says. 

The  long,  rounded  triangular  table, 
which  seats  up  to  18,  faces  a  pair  of  six- 


foot  diagonal  screens.  An  optical  illu- 
sion in  the  table  design  makes  it  appear 
on-screen  as  if  each  participant  is  the 
same  distance  from  the  camera, 
Kwiatkowski  says.  The  cross-pattern 
lighting  system  uses  reflected  light  from 
the  table  to  reduce  facial  shadows. 

Beneath  the  floor,  wires  connect  to 
network  hubs  and  routers.  The  touch- 
pad  controller  is  programmed  using 
standard  Internet  protocols  and  a 
browser.  "There  is  no  technician  behind 
the  curtain,"  notes  AAC  president  Bill 
Othick.  "It  is  a  very,  very  smart  room." 


rooms  are  marvels  of  technical  inte£ 
tion.  The  devices  in  these  room 
videoconferencing  gear,  project! 
DVD  players,  document  camei 
computers,  printers  and  electro 
white  boards,  for  example — sh 
common  circuitry  through  the  roo 
internal  network.  They  link  to  the  c 
side  world  via  the  corporate  netw 
and  the  Internet.  In  fact,  many  of 
latest  control  systems  use  the  Inter 
protocols  and  standard  Web  brows 
to  make  source-switching  and  ope; 
ing  the  rooms  as  easy  as  possible. 

A  lot  of  this  technology  was  not  av 
able  even  36  months  ago,  accordinj 
Michael  Peppel,  CEO  of  M 
(www.mcsinet.com),  the  largest  auc 
visual  and  computer-systems  intej 
tion  company  in  the  United  Sta 
"These  state-of-the-art  rooms 
becoming  the  most  used  rooms  in 
organization,"  he  says.  "They  are  i 
tured  on  the  company  brochure.  T 
brand  thev  organization  as  innova 
and  leading-edge.  The  best  compai 
in  the  world  are  investing  millions 
dollars  into  these  spaces."  MCSI's  bi 
ness,  adds  Peppel,  has  grown  by  20  \ 
cent  per  year  for  six  years  running. 

The  key  characteristic  of  the  r 
rooms  is  interactivity,  says  Peppel.  J 
ecutives  and  managers  make 
majority  of  their  decisions  on  the 
and  that  requires  having  the  pro 
communications  systems." 

TOOL  TRENDS 

Two  primary  technical  trends  are  ( 
ving  the  design  and  operation  of  n< 
generation  facilities.  The  first  is 
shift  from  analog  to  digital.  ] 
as  records  and  tapes  went  fr 
being  recorded  and  stored 
analog  waveforms  to  be 
recorded  and  stored  as  dig 
code,  the  audiovisual  gear  in  r 
conference  rooms  is  quic 
going  digital.  This  makes 
devices  easier  to  control  and  j 
them  share  signals  and  d 
more  easily,  both  internally  < 
externally.  All-digital  syste 
also  make  it  easier  to  maint 
image  quality — a  key  compon 
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of  effective  visual  communication. 
"Even  an  untrained  eye  can  see  the  dif- 
ference between  a  poorly  converted 
analog  signal  and  an  all-digital  signal," 
says  Gary  Kayye,  principal  at  Kayye 
Consulting  (www.kayye.com)  in 
Chapel  Hill,  North  Carolina. 

The  network  is  the  other  factor 
affecting  the  design  of  collaboration 
facilities,  says  Kayye.  Slide,  overhead 
and  film  projectors,  as  well  as  many 
cameras  and  telecommunications 
devices,  such  as  fax  machines,  are  opera- 
tional archipelagos.  They  operate  sepa- 
rately from  the  rest  of  the  communica- 
tions infrastructure.  While  the  IT 
department  once  managed  and  main- 
tained the  corporate  communications 
and  computing  systems,  the  audiovisu- 
al department  installed  and  maintained 
the  presentation  equipment. 

Although  that  situation  is  still  the 
rule,  the  newest  generation  of  audiovi- 
sual technology  is  converging  rapidly 
with  network  and  communications 
systems.  Video  is  becoming  common- 
place on  the  network.  New  data  and 
video  projectors  are  being  equipped 
with  network  ports  that  let  them  dis- 
play, without  a  computer,  anything 
that  exists  on  a  network.  Projector 
manufacturers  such  as  InFocus, 
Proxima,  Sharp  and  Epson  have 
announced  networkable  projectors. 
Sony  has  demonstrated  projectors 
operating  over  a  wireless  network. 
Audiovisual  managers  soon  will  be 
able  to  program  and  control  systems 
remotely  over  the  network,  just  as  IT 
managers  do  with  computers. 

SYSTEMIC  PRESENTATION 

What  does  the  conference  room  of  the 
future  mean  for  businesses  and  busi- 
nesspeople?  In  the  typical  facility 
today,  executives,  managers  or  team 
leaders  develop  a  schedule  and  let 
everybody  know  what  time  to  show  up 
for  the  meeting.  At  the  meeting,  some- 
one connects  a  laptop  to  the  projector 
and  conducts  a  presentation.  While 
there  is  room  for  spontaneity,  the  event 
is  essentially  linear,  with  a  beginning, 
middle  and  end. 

The  conferencing  environments  of 


the  near  future  provide  participants 
with  an  asynchronous,  non-linear 
experience  that  is  far  more  conducive 
to  the  style  of  doing  business  in  the 
Digital  Age.  Individuals  and  teams  con- 
nect based  on  the  need  of  the  moment, 
not  the  agenda  for  the  day.  Once  the 
meeting  is  in  progress,  information  can 
be  shared.  At  each  location,  the  display 
and  storage  devices  recognize  the 
information  formats.  The  data  leaps 
into  the  foreground  as  the  technology 
blends  into  the  background. 

With  the  coming  revolution  in  wire- 


less data  transmission,  rooms  will 
instantly  recognize  cameras,  laptops, 
PDAs,  printers  and  projectors,  then 
link  them  instantly  to  the  networked 
system.  "We're  not  talking  about  sys- 
tems coming  three  or  four  years  down 
the  road.  We  will  see  this  begin  in 
2001,"  says  Kayye. 

Collaborative,  media-rich,  net- 
work-enabled meetings  will  one  day 
be  as  commonplace  as  hallway 
chitchat.  The  geeks  in  the  company 
are  doing  it  now.  The  rest  of  the  com- 
pany won't  be  far  behind.  ■ 


This  Special  Advertising  Section  was 
created  and  produced  by 
Knowledge  Industry  Publications. 

Written  by:  Robert  L.  Lindstrom, 
president  of  C60  Communications 
and  executive  director  of  the  Digital  Exploration 

Society.  He  is  author  of 

The  Business  Week  Guide  to  Multimedia 

Presentations  and  can  be  reached  at  rlind- 

strom@digitalexplorers.com. 

Designed  by:  Lauren  Nadler 

Editorial  Offices:  701  Westchester  Avenue, 
White  Plains,  NY  10604 


CASESTUDY 

CANOPY  GROUP 


Startup  S h o wca 

r-  anopy  Group,  a  high-tech 
ture  capital  company  star 
■  by  former  Novell  CEO,  Ra\ 
Noorda,  takes  a  motherly  approat 
toward  its  startup  ventures.  Like  c 
incubator,  Canopy  (www.canopy. 
houses  and  feeds  its  young  compc 
nies,  providing  the  infrastructure 
help  them  compete  in  the  harsh 
atmosphere  of  high-tech 
tures.  Key  to  that  infrastt 
ture  is  a  presentation  am 
conferencing  facility. 

"For  a  technology  cor 
ny  to  survive,  it  needs  to 
demonstrate  its  wares  in 
very  professional  manm 
says  Rob  Penrose,  directt 
information  systems  am 
technology.  A  key  factor 
success  in  the  Internet  b 
ness  is  the  ability  for  sm 
companies  to  appear  large,  Penr 
says.  "A  small  company  that  mak 
good  use  of  the  technology  can 
appear  to  be  very  substantial,"  hi 
explains. 

Designed  by  Spectrum  Profes- 
sional Services  (www.spdesign.ci 
the  room  was  created  for  Center 
Canopy-funded  application  serv 
provider  that  operates  a  high-sec 
ty  data  center.  The  showcase/brie 
room  accommodates  virtually  ai 
type  of  media  presentation.  A  wi 
less  keyboard  controls  every  devi 
the  room. 

The  most  popular  feature  of th 
facility  is  the  electronic  smart  boc 
In  interactive  mode,  the  rear-pro) 
tion  display  system  responds  muc 
like  a  touch-screen  panel.  Present 
select  and  annotate  images  on  th 
screen  using  their  fingers  or  sped 
pens.  Results  of  interactive  brain- 
storming can  be  instantly  e- mailt 
printed  or  stored.  "Think  of  the  dt 
lars  lost  in  the  time  it  takes  to  figi 
out  what  really  happened  in  the 
meeting," says  Penrose. 


Point  of  View  By  SteveiL  Hanke 


toother  Fine  IMF  Mess 


rHE  INTERNATIONAL  MONETARY  FUND  IS  ON  YET 
another  rescue  mission.  And  once  more  it  could 
have  prevented  the  imbroglio.  In  December  1999 
Turkey  signed  on  to  an  IMF  disinflation  program 
supported  by  a  $4  billion  standby  arrangement. 
w,  after  only  one  short  year,  the  country  has  landed  in  an- 
er  financial  mess,  so  the  IMF  has  been  forced  to  pump  in 
i  billion  more.  How  could  this  be?  Turkey  has  received 
hing  but  rave  reviews  for  adhering  to  the  Fund's  pre- 
ptions,  such  as  closing  problem- ridden  banks  and  selling 
state-owned  enterprises. 
But  the  IMF's  prescription 
Turkey's  monetary  system 
;riously  flawed.  To  see  why, 
s  go  over  some  history, 
key  has  had  one  of  the 
■st  inflation  records  in  the 
rid,  with  average  annual 
:e  increases  of  80%  over 
past  decade. 

Not  surprisingly,  devalua- 
is  have  been  the  order  of 
day.  In  January  1994,  right 
ore  the  last  maxi-devalua- 
i,  it  took  15,000  Turkish 

to  fetch  a  dollar.  By  De- 
iber  1994  a  Turk  needed 
300  lire  to  make  that  ex- 
nge.  Today  a  greenback 

get  you  680,000  lire. 

Wishing  to  join  the  European  Union,  Turkey  decided  in 
1999  to  adopt  an  IMF  stricture  meant  to  impose  mone- 
[  order:  peg  the  lira's  value  to  a  basket  of  euros  and  dol- 
,  overseen  by  the  nation's  central  bank.  To  keep  things  or- 
ly,  the  IMF  mandated  the  central  bank  to  essentially  freeze 
'net  domestic  assets" — which  are  mainly  Turkish  Trea- 
Y  securities.  View  Turkey's  monetary  system  like  a  balance 
et:  The  lire  in  circulation  are  the  liabilities,  while  the  as- 
are  the  NDAs  and  foreign  reserve  assets,  mostly  foreign- 
ominated  bonds.  Assets  and  liabilities  must  match. 
The  arrangement  was  supposed  to  put  the  central  bank, 
ch  has  a  long  record  of  caving  in  to  demands  by  ailing 
imercial  banks,  in  a  straitjacket  and  prevent  a  fresh  flood 
ire  from  further  weakening  the  currency.  The  only  way 
monetary  base  could  expand  would  be  from  an  increase 


Turkey's  latest 
meltdown  didn't 
have  to  happen. 
The  IMF  should 
have  insisted  on 
ironclad  measures 
to  stop  the  central 
bank  from  playing 
monetary  games. 


in  the  central  bank's  foreign 
reserve  assets. 

But  giving  the  oversight 
job  to  the  central  bank,  whose 
new  monetary  policy  was  en- 
forced solely  by  its  weak 
promise  to  stay  the  course, 
i  was  a  colossal  IMF  blunder. 
Hg|^k  The  kind  should  have  insisted 

m  on  a  currency  board,  a  legally 

A  '^b  '•'H  constituted  independent  body 

whose  sole  role  is  to  maintain 
a  predetermined  exchange  rate.  It  works  on  autopilot:  The 
board's  rate  is  credible  because  monetary  liabilities  (lire  in 
circulation)  must  be  covered  100%  by  foreign  reserve  assets. 

At  a  conference  I  chaired  in  Istanbul  on  Nov.  12,  1999, 
my  old  friend  Gazi  Ercel,  governor  of  the  central  bank,  tried 
to  convince  me  Turkey's  new  arrangement  was  as  good  as  a 
currency  board.  After  pointing  out  the  scheme's  toothless- 
ness,  I  reminded  the  governor  that  the  Turks  had  broken  16 
of  16  IMF  agreements  since  1961. 

The  new  policy  worked  well  for  a  while.  You  could  have 
bought  Turkish  T  bills  when  they  were  yielding  65%  and 
profited  by  selling  them  in  March  2000,  when  a  decline  in 
inflation  pushed  the  yield  down  to  33%. 

But  during  2000  the  central  bank  looked  the  other  way  as 
Turkish  banks  borrowed  dollars  at  low  rates  and  purchased 
gobs  of  those  high-yielding  Turkish  T  bills.  The  huge  dollar- 
denominated  liabilities  that  activity  produced  overshadowed 
the  Turkish  banks'  dollar-denominated  assets. 

Spooked  by  the  imbalance  and  the  wobbly  state  of  Turk- 
ish banks,  foreigners  started  pulling  funds  out  of  Turkey  on 
Nov.  17.  Under  the  IMF  rules  this  resulted  in  a  drop  in  the 
money  supply  and  a  liquidity  squeeze.  To  offset  this,  the  cen- 
tral bank  broke  the  rules,  increasing  its  net  domestic  assets 
and  the  money  supply.  All  this  fueled  the  crisis. 

And  how  did  the  IMF  react?  It  was,  as  usual,  asleep.  IMF 
First  Managing  Director  Stanley  Fischer  said  on  Nov.  26  that 
Turkey's  IMF  program  was  "on  course." 

If  the  Turkish  government  wants  to  slay  the  inflation 
beast  and  stabilize  the  lira,  it  must  abandon  its  ersatz  cur- 
rency board  and  install  an  orthodox  board  backed  by  the 
force  of  law.  To  further  give  the  Turkish  lira  credibility  the 
government  should  write  put  options  on  the  lira.  If  the  gov- 
ernment devalued,  it  would  be  forced  to  pay  up.  F 


e  H.  Hanke  (5  a  professor  of  applied  economics  at  The  Johns  Hopkins  University  in  Baltimore  and  chairman 
e  Friedberg  Mercantile  Group,  Inc.  in  New  York.  Find  past  columns  at  www.forbes.com/hanke  or  use  your 
'.Cat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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TECHNOLOGY 


The  Virtual 

Patient 


If  software  can  simulate 
something  as  complex  as  a  plane 
crash,  why  not  an  asthma  attack 


BY  ZINA  MOUKHEIBER 


SMITHKLINE  BEECHAM 
hoped  it  had  a  winner  on 
its  hands.  An  experimen- 
tal compound,  anti-inter- 
leukin-5,  had  promise  as 
a  treatment  for  asthma 
attacks.  It  had  worked  in 
animal  tests  for  more  than  three  years, 
and  in  1997  SmithKline  began  human 
trials.  But  the  drug  has  done  little  to 
help  patients  breathe  better.  The  com- 
pany is  nowhere  near  ready  to  move 
into  final-phase  testing;  anti-IL-5  looks 
likely  to  be  a  flop. 

For  an  industry  of  dazzling  medical 
marvels,  the  drug  business  is  in  desper- 
ate need  of  a  better  way  to  nip  wasteful 
research  in  the  bud.  The  typical  new 
drug  costs  about  $500  million  to  de- 
velop and  test  in  trials  covering  thou- 
sands of  patients  over  a  period  of  10  to 
12  years.  Yet  20%  of  the  drugs  that 
make  it  into  final-phase  testing  end  up 
failing;  50%  of  the  drugs  that  make  it  to 
midstage  testing  drop  out. 

In  the  past  year  Pfizer  has  halted  late- 
stage  testing  of  a  cancer  drug,  Prinoma- 
stat;  Schering-Plough  has  scrapped  final 
trials  of  Ziracin,  an  antibiotic.  Glaxo  has 
pulled  off  the  market  Lotronex,  a  treat- 
ment for  irritable  bowel  syndrome,  be- 
cause of  previously  unknown  side  ef- 
fects. And  SmithKline  itself  terminated 


late-phase  trials  of  the  cardiovascular 
drug  Lotrafiban  last  month. 

A  new  breed  of  software  could  help, 
mimicking  the  body's  millions  of  inter- 
actions to  let  researchers  model  a  new 
drug's  likely  effects  before  human  tests 
even  begin.  Newcomers  like  Entelos, 
Physiome  Sciences  and  Pharsight  sell 
software  that  simulates  disease  function, 
cellular  structure  and  even  organs.  Com- 
puter simulation  could  help  cut  devel- 
opment costs  in  half,  a  study  by  Pricewa- 
terhouseCoopers  argues. 

The  software  could  have  let  SmithK- 
line avoid  the  travails  of  its  asthma  re- 
search altogether.  A  French  rival,  Aven- 
tis,  also  looked  at  testing  an  anti-IL-5 
compound.  But  in 
1999  it  deployed  a 
clever  piece  of  soft- 
ware from  Menlo  Park,  Calif.-based  En- 
telos, creating  a  virtual  asthmatic.  The 
model  let  Aventis  researchers  instantly 
realize  anti-IL-5  might  be  a  dead  end; 
they  shelved  the  idea. 

Entelos  has  tested  asthma,  obesity 
and  fat-cell  models  for  eight  compa- 
nies, including  Bristol-Myers  Squibb, 
Bayer,  Johnson  &  Johnson  and  Astra 
Zeneca.  Cost:  $1  million  a  year  to  li- 
cense; $500,000  or  more  for  consulting 
services.  This  month  it  will  launch  a  di- 
abetes model  developed  with  f&J.  Phys- 


iome Sciences,  of  Princeton,  N.J.  ha 
software-based  heart  that  can  beat 
regularly  or  go  into  cardiac  arrest. 

Such  "in  silico"  biology  is  based 
hundreds  of  intricate  mathematr 
equations — what- if  scenarios  that  gt 
erate  highly  educated  guesses  to  hi 
researchers  identify  or  rule  out  dr 
targets  and  design  better  trials.  Ba^ 
used  Entelos  to  pick  the  right  dosz 
for  an  asthma  drug  now  in  early  tria 
Modeling  diseases  would  have  be 
impossible  without  the  wealth  of  n 
discoveries  from  genomics  resean 
Researchers  can  now  pinpoint  ger 
tied  to,  say,  obesity,  and  trace  how  th< 
genes  set  off  a  chain  of  molecu 

^^^5^^  l  N  ^3  U  ^TH^^^T  2«        \m  ^»  ^3 

events  that  promote  weight  gain.  Coi 
puter  scientists  can  convert  these  fir 
ings  into  algorithms. 

The  result  is  a  new  way  of  thinki 
about  medical  research.  Biologists  he 
tended  to  study  things  in  isolatic 
parsing  one  protein  interaction  a 
time.  By  looking  at  an  ensemble  of  j 
teractions  at  once,  biology  is  borrowi 
heavily  from  aircraft  engineerii 
which  requires  software  that  can  sim 
late  millions  of  parts  working  as  an  < 
chestrated  whole. 
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:al  marvels,  the  drug  business  does  very  wasteful  research. 


When  Boeing  designed  the  777, 
ch  is  made  up  of  3  million  parts,  its 
nputers  simulated  crashes  and 
tits  in  all  sorts  of  nasty  weather  be- 
:  a  single  piece  of  fuselage  was  con- 
lcted.  "The  systems  ap- 
ach  to  biology  will  be  the 
ninant  theme  in  medicine," 
5  Leroy  Hood,  inventor  of 
DNA  sequencer  and  now 
sident  of  the  new  Institute 
Systems  Biology. 
Tellingly,  three  out  of  five  of 


Solve  550 
differential 
equations  and 
call  us  in  the 
morning: 
Entelos'  Alex 
Bangs,  Sam 
Holtzman  and 
Tom  Paterson. 


Entelos'  founders  came  from  engineer- 
ing, not  biology.  Ten  years  ago  com- 
puter scientist  Samuel  Holtzman,  45, 
was  a  partner  at  an  R&D  consulting 
firm  and  moonlighted  as  a  Stanford 
University  professor  of  med- 
ical-decision analysis.  He  re- 
cruited rocket  scientist  Thomas 
Paterson,  36,  and  software  engi- 
neer Alexander  Bangs,  34.  The 
young  pair  had  been  designing 
Star  Wars  missile-guidance  sim- 
ulations for  the  Institute  for  De- 


fense Analyses  in  Alexandria,  Va. 

In  the  early  1990s  the  trio  started 
building  disease  scenarios,  relying  on 
crude,  off-the-shelf  software  used  for 
designing  electronic  circuits.  The  suc- 
cess of  their  first  project,  helping  Proc- 
ter &  Gamble  develop  a  treatment  for 
gum  disease,  led  them  to  start  Entelos 
in  1996.  They  later  raised  $20  million 
from  Abingworth  Management, 
Charles  River  Ventures  and  other  in- 
vestors, and  hired  33  biologists  and 
Chief  Executive  James  Karis,  formerly 
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president  of  contract  research  firm 
Parexel  International. 

Entelos  started  building  its  asthma 
model  first,  with  the  help  of  Aventis, 
which  markets  Allegra,  a  top  allergy 
drug.  Entelos  devised  a  simulation  of  a 
healthy  respiratory  system  based  on 
basic  parameters  such  as  the  thickness 
of  airway  walls  and  scores  of  more 
complex  measures,  such  as  the  type 
and  number  of  immune  cells  in  the 
airways. 

It  worked  with  biologists  to  iden- 
tify the  physiological  conditions  of 
asthma,  such  as  blocked  airways  and 
inflamed  bronchial  tissue,  working 
their  way  down  to  reactions  at  the 
molecular  level.  Entelos  converted  data 
from  3,500  scientific  articles  on 
asthma  into  more  than  7,500  parame- 
ters, measuring  stuff  such  as  the  thick- 
ness of  the  mucous  lining  in  the 
bronchial  tissue.  Some  550  equations 
calculate  826  variables,  such  as  the  ef- 
fect of  inflammation. 

Aventis  used  Entelos'  software  to 
study  the  anti-IL-5  drug.  The  drug  in- 


hibits the  function  of  IL-5,  a  protein  that 
fosters  the  growth  of  other  cells  known 
as  eosinophils.  These  white  blood  cells 
work  to  fight  attacks  on  the  immune 
system,  but  in  asthmatics  they  kick  into 
overdrive  during  an  asthma  attack. 

Researchers  believed,  therefore,  that 
targeting  IL-5  might  be  the  right  way  to 
treat  attacks.  SmithKline  and  Schering- 


THERE  WAS  SOMETHING  ODD 
ABOUT  BILL.  HIS  ASTHMA 
ATTACK  LASTED  THREE  DAYS. 


Plough  were  already  hot  on  that  trail. 

Entelos  scientists  constructed  two 
kinds  of  asthma  patients  in  software 
code:  "Alan"  and  "Bill."  They  engi- 
neered Alan's  airways  to  be  blocked  by 
immune  cells  called  macrophages,  re- 
flecting a  second  theory  on  the  causes 
of  asthma  attacks.  Bill's  attack  would 
be  exacerbated  by  eosinophils. 

For  seven  days  Bill  and  Alan  were 


Asthma  Made  Simple,  Sort  Of 


Entelos'  software  reduces  thousands  of  biological  interactions  into  a  bubbles-and-arrows 
diagram.  Here,  an  asthma  attack  can  start  with  a  sniff  of  cat  dander  (antigen),  provoking  a 
chain  reaction  ultimately  affecting  breathing  (pulmonary  function).  Entelos  created  two  virtual 
patients,  Alan  and  Bill.  Eosinophil  cells  provoked  Bill's  attack;  macrophages  brought  on  Alan's. 


ALAN 
BILL 


"injected"  with  anti-IL-5.  On  the  fif 
day,  the  program  waved  virtual  c 
dander  under  Alan's  and  Bill's  noses 
trigger  the  attack.  Alan  didn't  breatl 
any  better,  ruling  him  out  as  an  ani 
IL-5  drug  candidate.  Bill  respond* 
well  to  the  drug,  but  researche 
viewed  that  result  as  bogus.  Why?  Th 
felt  the  data  was  flawed  to  begin  wit 
because  it  showed  th 
Bill,  when  left  untreate 
had  asthma  attacks  th 
lasted  three  days — an  ui 
realistically  long  perio 
The  usual  attack  las 
about  one  day.  Scientis 
were  stunned. 
That  anomaly  made  them  dou 
that  IL-5  and  eosinophils  play  a  maji 
role  in  promoting  asthma  attacks, 
their  model,  the  published  data  thi 
used  to  simulate  how  fast  eosinoph; 
travel  in  the  body  looked  screwy;  tl 
cells  reacted  so  slowly  as  to  cause  BiT 
marathon  attack. 

Entelos  is  now  talking  to  beau 
products  firms  looking  to  limit  anim 
testing  as  a  sop  to  activisl 
The  company  and  i 
rivals  have  their  skeptic 
Their  software  offers  notl 
ing  in  the  way  of  a  marg 
of  error.  After  all,  the  boc 
is  the  product  of  natu 
and  infinitely  more  con 
plex  than  a  777  airplane. 

Many  pieces  of  the  pu 
zle  about  what  causes  a  di 
ease  such  as  asthma  are  st 
missing,  and  modeling  r 
quires  leaps  of  faith.  Beha- 
ioral  diseases  will  be  eve 
harder  to  model  becau: 
their  severity  is  so  hard  i 
quantify.  Cancer  is  muc 
more  complex  because 
comes  in  different  flavor 
Says  Robert  Dinerstein,  s> 
nior  scientist  at  Aventi 
"It's  a  possibility  that  tr 
information  sends  us  dow 
the  wrong  path.  But  it's  or 
way  of  gaining  understanc 
ing,  and  that's  where  th 
excitement  is." 


Pulmonary 
function 
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THEY  COME  TO  YOUR  SITE  LOOKING  FOR  SOMETHING  DIFFERENT.  GIVE  IT  TO  THEM. 

LUE  MARTINI 

O        F        T        W        A        R  E 

Everybody's  different.  When  you  know  your  customers— what  they  need,  what  they  like  and  what  may  be  of  interest  to  them 
in  the  future  — it's  a  lot  easier  to  give  them  what  they're  looking  for.  Blue  Martini  has  the  power  to  make  it  all  happen. 
Our  applications  analyze  customer  information  then  deliver  a  highly  personalized  experience  based  on  that  analysis. 
The  time  spent  interacting  with  your  company  is  more  relevant.  It's  quicker.  And  it's  great  for  sales.  To  find  out  how 
Blue  Martini's  e-business  solutions  can  improve  your  customer's  experience,  visit  www.bluemartini.com/prism. 

itbnnuLuui     lllv i nuniuj 


Gadget 
Colossus 

The  world  is  going 
multimedia,  and  Toshiba 
is  set  to  boogie. 


BY  BENJAMIN  FULFORD 

TOSHIBA  IS  SUPPOSED  TO  BE  A  DOG 
of  a  company.  The  $56  billion 
(sales)  electronics  giant  lost  close 
to  $400  million  in  two  years  on  plunging 
memory  prices,  a  $1.1  billion  legal  settle- 
ment over  faulty  drives  and  a  declining 
share  as  the  world's  top  laptop  maker. 
I        In  Japan,  its  home  base,  Toshiba's 
|   image  has  been  battered  after  one  cus- 
1   tomer's  rude  treatment  by  a  company 
|   service  representative  triggered  an  online 
*   deluge   from   outraged  customers. 
|   Toshiba's  market  capitalization,  down  to 
1   less  than  half  of  its  peak  a  decade  ago,  is 


now  $24  billion — half  annual  revenue. 
By  contrast,  General  Electric  is  worth 
$511  billion,  four  times  sales.  His  com- 
pany's reputation  in  tatters,  Chairman 
Taizo  Nishimuro  ceded  control  to  a  new 
chairman  and  chief  executive,  Tadashi 
Okamura,  six  months  ago. 

Now  results  are  in  for  the  first  half 
of  its  fiscal  year,  and  guess  what? 
Toshiba  earned  $1  billion  in  profits, 
ahead  of  Sony  and  Matsushita  and  be- 
hind only  Hitachi  in  the  Japanese  elec- 
tronics sector.  Toshiba  now  forecasts  a 
record  profit  of  $2.7  billion  for  the  fis- 
cal year  ending  in  March. 


Beam,  store,  slip  it 
in  your  pocket. 
Toshiba  Chief 
Tadashi  Okamura 
has  essential  gear 
for  a  media-rich, 
mobile  era. 


The  Gizmo  Factory 

Toshiba  has  big  plans  and  small  gear 
aimed  at  multimedia  dominance. 


Much  of  that  profit  swing  owes  to 
1999  restructuring  of  the  120-year-o^ 
hidebound  firm.  Widespread  use  of  tlj 
Six  Sigma  quality  approach  is  expecte 
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3  save  $1.3  billion  in  costs  this  fiscal 
ear.  Nishimuro  had  divided  the  corn- 
any  into  nine  nimbler  units  and  fo- 
used  its  190,000  employees  on  making 
?hat  people  want.  Lab  researchers  were 
Dreed  to  talk  to  consumers. 

Says  Okamura:  "It  is  like  driving  a 
ig  limousine.  [Nishimuro]  had  the 
low  job  of  turning  it  around;  all  I  had 
d  do  was  put  my  foot  on  the  accelera- 
jr."  He  says  Toshiba  can  speed  ahead 
lanks  to  big  early  bets  on  multimedia 
;chnologies. 

"We  are  moving  from  e-mail,  word 
rocessing  and  databases  to  an  era  cen- 
tred on  games,  mobile  devices  and 
igital  television,"  says  Yoshihide  Fujii, 
xategic  planner  of  Toshiba's  $15  bil- 
on  semiconductor  group,  the  world's 
lird  largest  after  Intel  and  NEC. 

Toshiba  has  some  enviable  positions 
l  the  building  blocks  of  this  era  of  mo- 
ile,  media-rich  devices.  Its  flash-mem- 
ry  business — providing  storage  for  the 
dldly  proliferating  array  of  cell  phones, 
igital  cameras  and  PDAs — is  entering  a 
ertical  takeoff  from  sales  now  in  the 
undreds  of  millions  of  dollars.  Its  lap- 
Dp  labs  continue  to  churn  out  ever 
linner  and  crisper  liquid-crystal 
:reens,  as  well  as  credit- 
ird-size  hard  drives  that 
old  up  to  2  gigabytes. 

The  chip  group  has  a 
ride  array  of  digital-to- 
nalog  converters  crucial 
)  video  and  audio  play- 
ack,  as  well  as  core 
atents  on  the  coming 


nickel-hydride  line  to  Sanyo. 

At  Toshiba's  labs  in  Kawasaki,  rows 
of  laptops  chained  to  their  desks  con- 
tain hints  of  wonders  to  come.  Don't 
bother  stealing  one,  says  lab  chief  Yukio 
Kamatani — it  works  only  if  it  recog- 
nizes the  face  of  its  rightful  user. 

Neither  Kamatani  nor  Tetsuya  Mi- 
zoguchi,  head  of  the  $16  billion  laptop 
division,  were  willing  to  display  a  top- 
secret  mobile  phone  they  have  under 
development,  but  they  demonstrated 
enough  upcoming  features  to  enable  an 
educated  guess.  The  new  toy  is  likely  to 
allow  mobile  video  without  any  of  the 
jerky,  grainy  pictures  people  now  see  in 
tiny  boxes  on  their  PCs.  This  will  let  peo- 
ple watch  games  on  the  road  or  peek  at 
what  their  kids  are  up  to  at  the  day  care 
center.  A  postage-stamp-size  global  po- 
sitioning satellite  receiver  is  likely  to 
meld  with  Toshiba's  mobile  map  service 
(200,000  subscribers  in  Japan  so  far). 

Kamatani  also  demonstrated  a  new 
Bluetooth-enabled  wireless  laptop  card 
that  you  can  use  to  remotely  turn  off 
your  air  conditioner  by  calling  your 
laptop  at  home.  Toshiba  eventually 
plans  to  sell  a  Bluetooth  wireless  termi- 
nal for  controlling  all  of  a  home's  appli- 


WE  ARE  MOVING  TO  AN 
ERA  CENTERED  ON  GAMES, 
MOBILES  AND  DIGITAL 
TELEVISION." 


■ 

H  O  o  o  o  o 
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gigabyte  hard  drive  (left)  that  fits  in  a  shirt  pocket.  The  first  commercial  Bluetooth  wireless 
rd  (right).  2.  A  crisp,  flat  screen  that  Bill  Gates  recently  touted  as  a  part  of  Microsoft's 
k.  3.  A  device  that  stores  on  a  hard  drive  33  hours  of  movies  which  can  then  be  burned  onto 
.  4.  Toshiba's  flash  memory  slips  into  millions  of  digital  cameras,  PDAs  and  mobile  phones. 


:P4  video  compression  standard.  And 
3shiba's  $350  million  battery  division 
ow  focuses  solely  on  lighter,  thinner 
:hium  ion  batteries  after  selling  an  old 


ances  from  the  road. 

Even  if  Toshiba's  new  mobiles  don't 
become  bestsellers,  the  company  could 
make  good  money  selling  vital  parts  to 


others.  Toshiba,  along  with  Sandisk, 
holds  most  of  the  basic  patents  for  the 
flash  memory  that  is  to  mobile  gadgets 
what  the  floppy  disk  was  to  PCs.  Even 
Sony's  sleek-looking  Memory  Sticks 
depend  on  Toshiba  guts. 

The  brain  inside  the  Sony  PlaySta- 
tion 2,  the  so-called  Emotion  Engine,  is 
mostly  Toshiba-designed  and  built.  In 
its  first  year,  Sony  has  already  shipped  2 
million  of  the  consoles.  Back  orders  are 
piling  up.  Toshiba  is  working  on  a  suc- 
cessor graphics  chip  that  will  function 
as  a  video-on-demand,  general  home- 
entertainment  terminal  that  will  melt 
the  boundary  between  movies  and 
games.  The  chip  could  power  home  en- 
tertainment centers  due  in  five  years. 

Toshiba  also  may  become  a  big 
player  in  "dramerce"  (for  drama  and 
commerce),  a  Japanese  neo-English 
word  that  excites  lots  of  broadcasters. 
Dramerce  is  made  possible  by  Japan's 
new  digital-TV  standard.  Remotes 
equipped  with  "buy"  buttons  let  view- 
ers of  the  X-Files  respond  to  im- 
promptu viewer  surveys  on-screen  or 
acquire  Agent  Dana  Scully's  sunglasses. 

Five  of  Japan's  six  private  broad- 
casters have  installed  Toshiba  equip- 
ment that  lets  viewers  order  and  pay  for 
products  seen  on  TV.  It  will  take  several 
years  for  that  capability  to  grace  U.S. 
digital  broadcasting  standards. 

Okamura  also  has  set  up  a  new  divi- 
sion to  create  alliances  with  other  com- 
panies to  reduce  technology-develop- 
ment risk  in  much  the  same  way 
syndicated  loans  do  for  banks.  For  ex- 
ample, in  the  volatile  DRAM  memory 
chip  business  it  now  pools  resources 
with  former  archenemy  Fujitsu  and 
Winbond,  a  Taiwanese  maker. 

Toshiba  still  has  some  trouble  spots. 
Its  $3  billion  North  American  laptop 
business  is  losing  market  share,  having 
ceded  the  top  slot  to  Compaq  for  the  first 
time  in  four  years.  Thanks  to  high  prices, 
its  U.S.  share  slipped  from  24%  in  1996  to 
1 1.3%  by  the  third  quarter  of  2000. 

High  pricing  will  remain  a  problem 
because  Toshiba  relies  on  expensive 
Japanese  factories.  Okamura  plans  a 
counterattack  next  year,  based  not  on 
lower  prices  but  on  products  loaded 
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with  cool  new  features.  In  response  to 
price  wars,  Toshiba  has  also  opened  a 
iaptop  fab  in  Shanghai  and  has  sub- 
contracted the  manufacture  of  two 
low-end  laptops  to  a  Taiwanese  maker. 

But  a  slowing  worldwide  PC  market 
bodes  ill  for  Toshiba's  laptops  and  its 
marginally  profitable  DRAM  business. 

THE  WEB  


Fujii,  the  chip  strategist,  says  it  can  eke 
out  a  small  profit  because  no  new  fac- 
tories are  expected  to  go  online  next 
year.  As  a  hedge,  Toshiba  has  begun 
doling  out  some  of  its  DRAM  work  to 
Taiwanese  makers. 

But  Fujii  admits  that  Toshiba  is  hold- 
ing on  to  the  DRAM  division  mainly  to 


keep  workers  employed — and  th 
misses  a  crucial  point.  If  Toshiba  wan 
to  boost  its  4%  profit  margins  closer 
( iE's  10%,  it  will  have  to  remember  ho 
Jack  Welch  got  the  nickname  Neutn 
Jack — by  ruthlessly  shedding  unneedt 
workers.  Alas,  this  is  something  Toshil 
refuses  to  even  contemplate. 


The  Name  Game 

Selling  Web  addresses  in  Mandarin  may  bring  Michael  Ng 
a  fortune— or  brand  him  an  outlaw. 


BY  MATTHEW  SWIBEL 

AN  INTERNET  ADDRESS  ENDING  IN 
"dot-com"  remains  a  prized  asset, 
but  the  suffix  is  largely  meaning- 
less in  Chinese,  Arabic  or  Korean. 

Some  33  million  Web  addresses  are 
registered  worldwide,  but  new  entries 
in  the  Pacific  Rim  alone  could  hit  100 
million  in  three  years,  Yankee  Group 
says.  In  China  30  million  users  may  re- 
quire two  names  to  satisfy  two  sets  of 
characters. 

Michael  Ng  smells  opportunity. 
The  35-year-old  Singapore  native  is 
claiming  rights  to  versions  of  dot-com 
in  21  different  written  languages.  Since 
June  his  year-old  firm,  I-DNS.net  Inter- 
national, which  stands  for  Internation- 
alized Domain  Name  System,  has  tal- 
lied 120,000  names  for  clients  such  as 
Bass  Hotels'  Holiday  Inn  and  Inter- 
Continental  hotels. 

"It  makes  sense  to  target  customers 
in  their  own  language,"  says  Peter 
Dooley,  a  technology  manager  at  Bass. 

The  firm's  software,  developed  at 
the  University  of  Singapore,  converts 
nonromanized  characters  into  a  string 
of  coded  numbers  that  can  be  read  by 
existing  Web  servers.  That  lets  an  Ara- 
bic registrant  send  e  mail  to  servers  in 
California  or  Egypt  without  a  crash. 
Ng,  a  former  managing  director  of 
KPMG  in  Singapore,  was  recruited  to 
bring  it  to  market. 

Despite  the  crash  in  Web  stocks, 
domain  names  are  still  a  lucrative 


game.  Last  year  Verisign  paid  $15  bil- 
lion, or  177  times  1999  sales,  to  acquire 
Network  Solutions,  which  controls 
top-level  names  such  as  dot-com,  dot- 
net  and  dot-org. 

Ng  aims  to  compete  with  Network 
Solutions  by  selling  and  assigning 
foreign-language  names  to  the  right  of 
the  dot.  It  has  signed  deals  with  40  for- 
eign registrars  who  charge  as  much  as 
$300  for  a  renewable  name. 

Since  I-DNS  started  issuing  names 
six  months  ago,  these  registrars  netted 
Ng  (pronounced  "eng")  $7  million  in 
fees.  I-DNS  will  take  in  $6  million  more 
in  each  of  the  next  two  years  from 
other  registrars  that  use  its  software  to 
sell  multilingual  domain  names  to  the 
left  of  the  dot.  But  these  will  still  be 

controlled  by  Verisign's   

registry  of  dot-com, 
dot-net  and  dot-org 
names.  I-DNS  lost  $7  million  in 
its  first  year,  but  forecasts  a  $3  mil 
lion  profit  in  2001. 

Nevertheless,  Ng  is  playing  a 
risky  game;  he  could  get  stuck 
with  a  heap  of  unusable  addresses. 
Worse,  assigning  multilingual  do- 
main names  is  still  considered 
banditry  in  the  loosely 
governed  Internet 
world.  I-DNS  is 
acting 


without  approval  from  the  Internet  E 
gineering  Task  Force,  an  internation 
standards  body.  The  group  is  reviewii 
20  technologies,  including  I-DNS  sof 
ware,  for  foreign-character  registries. 

Verisign  plays  fast  and  loose,  too. 
has  assigned  200,000  Asian  names  th 
end  in  "dot-com,"  none  of  which  a 
function  until  standards  are  set. 

Ng  may  also  run  afoul  of  foreig 
governments,  which  may  want  to  coi 
trol  domain-name  rights  and  cou 
consider  I-DNS'  early  moves  as  trespas 
ing.  Ng  concedes  the  matter  may  c 
for  costly  international  arbitration. 

Still,  Ng  hopes  to  raise  $100  millic 
in  an  initial  public  offering  this  year- 
"It  should  be  at  least  that  much,' 
says.  Never  mind  that  Network  Soli 
tions,  an  authorized  monopoly,  raise 
only  $54  million  in  a  hot  stock  mark 
in  1997,  and  that  I-DNS  is  unauthorize 
and  investors  may  not  want  to  bet  on 
company  flirting  with  outlaw  status.  N 
is  confident,  even  if  everyone  ism 
always  speaking  the  same  language. 
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—  wide 
world  will 
address  the 
World  Wide  Web, 
thanks  to  I-DNS. 
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>eaks  English,  her  native 
iguage  DgS  with  her 
sband  in  the  park  each 
irning  works  as  a  Senior 
)cess  Engineer  in  broadband 
mmunications  counts 
self  part  of  Motorola's  team 

ie's  what  Singapore 


Yvonne  Lee,  Motorola 
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Everywhere 
Network 

Store  and  retrieve  your  files 
anywhere.  No  more  firewalls. 
Is  this  the  next  Net? 


BY  CHANA  R  SCHOENBERGER 

■  N  A  LAB  AT  THE  UNIVERSITY  OF 

■  California  at  Berkeley,  computer  sci- 
Bentist  John  Kubiatowicz  is  designing 
a  networking  scheme  that,  in  ten  years, 
just  might  take  over  your  life. 

The  idea,  dubbed  OceanStore,  is  an 
architecture  for  the  next  next-genera- 
lion  Internet.  It  is  aimed  at  solving  one 
of  the  Net's  looming  big  problems:  how 
to  reliably  and  securely  retrieve  data 
from  anywhere  in  the  world,  on  any 
computing  device. 

In  2004,  45  million  smart  handheld 


devices  will  ship,  nearly  quadru- 
pling from  last  year,  research  firm 
IDC  predicts.  "There  has  to  be  a 
place  for  your  persistent  data  to 
reside,  independent  of  location. 
The  notion  is  lots  of  replications 
of  the  data,"  says  Jean  Scholtz,  a 
program  manager  at  the  Defense 
Advanced  Research  Projects 
Agency,  the  federal  arm  that  incu- 
bated the  Internet. 
Darpa,  fittingly,  contributed  to  the 
$500,000  in  seed  funding  for  the 
OceanStore  project,  which  now 
amounts  to  just  a  few  computers,  a  few 
grad  students  and  a  couple  of  pub- 
lished academic  papers.  Other  backers 
include  IBM,  EMC  Corp.  and  the  Na- 
tional Science  Foundation.  A  small, 
working  prototype  is  due  by  summer, 
although  Kubiatowicz  cautions  the  sys- 
tem is  easily  ten  years  away  from  wide- 
spread use. 

OceanStore  inverts  today's  Internet. 
Today  a  set  of  data  typically  is  stored  on 


only  one  particular  server,  which  is  vig 
ilantly  safeguarded  by  a  security  fire 
wall.  OceanStore  spreads  copies  of  th 
data  on  random  servers  worldwide  an 
focuses  on  safeguarding  the  file  itsel 
using  strong  encryption. 

It's  a  bit  like  Napster,  except  on 
much  larger  scale.  Owners  need  n< 
know  or  care  where  their  files  are,  s 
long  as  they  can  access  them  on  thei 
own  screens.  With  continuously  up 
dated  versions  existing  ubiquitously, 
fire,  earthquake  or  hacker  attack  woul 
be  far  less  destructive. 

OceanStore  would  require  va< 
amounts  of  disk  space,  but  in  ten  year 
abundant  storage  is  expected  to  be  a 
but  free.  The  cost  per  megabyte  ha 
fallen  52%  per  year  for  five  years,  wit 
no  slowing  in  sight.  Kubiatowicz  envi 
sions  groups  of  Internet  servic 
providers  owning  vast  server  farms  an 
cooperating  to  sell  access  to  a  share 
OceanStore  network. 

IBM  and  EMC  see  huge  sales  op 
portunities  in  OceanStore;  so  does  th 
military.  Darpa,  which  plans  to  tes 
OceanStore  on  a  military  base  in  th 
near  future,  sees  such  schemes  as 
way  to  communicate  better  wit 
troops  in  the  field.  Soldiers  about  t 
raid  a  terrorist  cell  in  an  office  build 
ing  would  be  able  to  see  continuall 
updated  floor  plans  and  risk-assess 
ments  through  their  wired  night-vi 
sion  goggles. 

OceanStore  has  its  flaws.  MIT  com 
puter  science  professor  Hari  Balakrish 
nan,  though  an  avowed  OceanStor 
fan,  questions  Kubiatowicz's  relianc 
on  ISPs  to  control  the  directories  keep 
ing  track  of  where  files  are  storec 
"What  happens  to  my  data  if  m 
provider  goes  out  of  business?"  he  ask: 

Corporations  might  be  reluctant  (J 
move  data  outside  their  firewalls,  pro 
tecting  files  with  only  a  few  layers  c 
encryption  code.  "It's  pretty  radical.  1 
there  are  no  firewalls,  and  you're  talk 
ing  about  proprietary  internal  finan 
cial  data,  customer  data,  it's  a  bi, 
stretch,"  says  Randy  A.  Giusto,  vicj 
president  of  the  mobile  research  grou] 
at  IDC. 
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N'GS  out  business  worldwide 
his  WAP  phone  his 
lily  to  the  beach  on  weekends 
itches  live  webcasts  of 

DOW  and  NASDAQ 
's  $20  million  Asia  Pacific 
bile  e-services  program  he's 
at  Singapore  is  all  about. 

\ 

Kelvin  Tan,  HP 
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Digital  Tools  By  Stephen  Manes 


How  the  Glitch  Stole  Christmas 


All  the  Glitches  in  Techville  love  e-tail  a  lot. 

But  poor  suffering  Who-folk  in  Realville  do  NOT! 

We're  supposed  to  just  click,  fill  our  virtual  carts, 

And  get  stuff  via  FedEx  to  gladden  our  hearts. 

But  e-tail  has  ways  of,  well  . . .  going  awry. 

It's  enough  to  make  Who-folk  like  me  say,  "Not  I." 

Take  the  day  that  Expedia  sent  one  of  its  deals: 
Ten  percent  off  some  flights  boasting  "chef-crafted  meals," 
Served  to  seats  made  of  leather  in  two-by-two  rows. 
Legend  Airlines  would  fly  you — but  where,  no  one  knows. 
On  the  day  before  that,  it  had  flown  toward  plane  heaven 
From  a  bankruptcy  court,  filing  Chapter  1 1. 


And  take  Amazon — please!- 
whose  great  marketing 
powers 

Boast  books  "Usually  ship  withinl 
24  hours." 

But  not  when  I  ordered  twc 
tomes,  nonromances — 

They  shipped  four  days  latei 
from  somewhere  in  Kansas! 

And  a  good  friend  who  one- 
clicked  for  two  sets  of  lighting 

Got  just  one  two  weeks  later; 
E-tail:  It's  e-xciting! 


But  for  e-shopping  hell,  someone  please  drop  a  bomb 
On  that  nest  of  incompetence,  Macy's  dot-com. 
Where  a  code  for  free  shipping  did  not  work  at  all, 
So  I  unearthed  a  new  one  via  lengthy  voice  call. 
When  the  saucepan  arrived  (which  in  dollars  cost  30) 
It  came  lidless,  with  a  "$9.99"  label,  and  dirty. 

So  'twas  back  to  the  phone  for  some  customer  service- 
No  wonder  we  seasoned  Web-shoppers  get  nervous! 
"The  lid  may  be  shipped  soon.  A  rebate  will  not, 
Since  an  e-price  can  differ  from  one  on  the  spot. 
Sometimes  it  is  higher,  sometimes  it  is  lower," 
Said  a  customer  servant.  Which  led  me  to  glower. 
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in  touch  with  his 
arton  alumni  TBSClS  the 
J  and  New  York  Times  on 
ad  band  gO  fishing  with 
kids  as  often  as  he  can 
sads  Microsoft's  most 
ant  Asian  market  that's 
it  Singapore  is  all  about. 


Saw  Ken  Wye,  Microsoft 


His  US  colleagues  call  him  Ken.  And  nothing  could  be  more  appropriate.  For  while  Saw  Ken  Wye  lives 
half  a  world  away  in  Singapore,  he's  just  the  kind  of  Bob,  Dave,  Jeff  or  Pete  you'd  like  to  have  on 
your  payroll  here  in  the  USA:  Great  resume  (he's  currently  MD  of  Microsoft  Singapore),  IT-tuned  (his 
home  is  logged  on  24  hours)  and  passionate  about  his  work  (not  to  mention  fishing).  What's  surprising, 
though,  is  that  Ken  is  not  one  of  a  kind.  He's  one  of  many  in  Singapore  who  are  equally  at  ease 
anywhere  in  the  English-speaking,  new  tech  global  village.  After  all,  Singapore  is  Asia's  most 
connected  city.  Being  online  is  a  way  of  life  for  more  than  5,000  MNCs  here,,  and  a 
nationwide  broadband  network  provides  high  speed  access  for  virtually  everyone. 


Singapore  - 
the  place 
to  put  a  d  t 
in  Asia 


To  find  out  more  about  Singapore  and  the  kind  of  people  who  could  be  putting  your 

dot  in  As,ia,  call  us  in  the  US  at  (650)654  1185  or  in  Singapore  at  (65)2 11  0888; 
or  visit  -w.ida.-goyig,  Sue,  Steve,  Kathy,  Ed  -  you  name  them,  they're  here,  just  waiting 
to  be  part  of  your  team. 


i  A 


INFOCOMM 

DEVELOPMENT 

AUTHORITY 


SINGAPORE 


Back  online,  I  thought  Dell's  site  might  just  set  the  tone, 
Yet  its  "store"  finally  drove  me  to  pick  up  the  phone. 
Customizing  computers  was  easy  to  start, 
But  the  site  then  refused  to  retrieve  my  "saved  cart*" 
And  eventually  dealt  one  of  e-tailing's  bigger  hurts 
By  switching  my  cheap  chip  for  a  pricier  gigahertz. 

And  Dell  will  not  tell  you  what  you'll  owe  for  freight 
Till  you  give  up  your  personal  info.  How  great! 
So  I  dialed  1-800,  where  company  reps 
Disentangled  my  order — not  without  some  missteps. 
E-commerce?  At  first,  sure,  but  not  by  the  end, 
When  you  need  a  real  person  to  talk  to,  a  "friend." 

But  the  call  saved  a  few  bucks  on  charges  for  shipping, 

Which  I'll  donate  to  bring  back  the  art  of  horsewhipping. 

The  lash  will  apply  to  whoever's  e-humors 

End  up  wasting  the  time  of  us  hapless  consumers. 

Is  it  in  stock  or  out?  Will  it  get  here  with  dash? 

If  you  don't  know,  or  lie,  fear  the  crack  of  the  lash! 

And  a  glorious  punishment  yet  undevised 

For  designers  of  check-boxes  that  they've  disguised 

As  "offers"  as  tasty  as  green  eggs  and  ham, 

But  if  you  don't  uncheck  them,  they'll  bring  you  just  spam. 

Same  for  "privacy  policies"  that  don't  keep  you  hidden. 

We  just  want  the  products,  not  offers  unbidden! 

"We'll  fix  all  this  soon!"  said  the  Glitches  last  year. 

But  we  Who-folk  get  tired  of  waiting  for  cheer. 

Hey,  if  e-tailers  can't  get  their  houses  in  order, 

We'll  go  back  to  our  friends  at  the  old  brick  and  mortar. 

We'll  schmooze  with  the  clerks,  with  the  cashiers  we'll  caper 

And  pay  for  our  orders  with  old-fashioned  paper! 

Huh?  E-'s  not  just  the  Net!  There's  no  irony  finer 
Than  when  Ma  Who  and  I  tried  to  order  some  china 
In  person,  no  less,  at  a  pre-Christmas  sale 
At  a  Bon  Marche  store.  We  were  ready  to  bail 
When  a  clerk  typed  things  out  on  an  old  green  display 
Whose  response  was  a  full  quarter-hour's  delay. 

You  can't  e-scape  e-commerce.  You  might  as  well  face  it. 
It's  now  to  the  point  where  we  Who-folk  embrace  it. 
So  we  point  and  we  click  and  we  hope  for  the  best, 
And  if  there's  no  big  hassle,  why,  we  think  we're  blessed. 
Say  the  Glitches,  "We'll  fix  it!"  Say  we  Whos,  "Oh  yeah? 
Sure! 

We're  just  lucky  that  Christmas  doesn't  come  from  a 
store.  F 


Many  Happy  Returns 

You  lug  the  high-tech  gift  home.  You  open  the  be 
The  return-period  meter  starts  running.  Wh 
comes  next? 

Unpack  carefully.  If  you  end  up  having  to  return  t| 
gizmo,  you'll  need  to  include  every  last  manual,  warran 
card,  cable  and  Styrofoam  spacer.  If  you  must  ship  it,  yot 
also  have  to  cram  it  back  into  the  carton.  Keep  the  b' 
a  while  and  make  a  note  of  which  parts  came  from  where 

Put  it  through  its  paces.  Computers  and  other  electror 
devices  are  so  complicated  nowadays,  it's  a  wonder  wh' 
everything  works  properly.  With  a  new  computer,  try 
exercise  everything  down  to  the  last  device  and  connect* 
Send  data  over  the  modem  and  the  network  card.  PI 
games  and  music  on 
the  CD-ROM,  and  try 
movies,  too,  if  you  have 
a  DVD-ROM  drive. 
Make  sure  a  CD-RW 
drive  can  record  and 
play  both  CD-R  and  CD- 
RW  discs.  Test  the 
floppy  drive.  Make  sure 
the  microphone  works. 
Print  in  black  and 
white,  and  in  color. 

Got  a  new  DVD  player?  Try  all  the  snazzy  features.  A  n< 
phone?  Make  a  few  calls  and  test  the  text-messaging  optio: 
If  something  seems  wrong.. . . 

Contact  the  retailer.  Good  luck!  Many  electronics  vendc 
in  my  neck  of  the  woods  have  a  preternatural  inability 
pick  up  the  phone;  maybe  it's  too  low-tech  for  them.  Sir 
few  stores  can  actually  repair  anything,  the  key  is  to  und< 
stand  what  the  rules  are  for  returning  an  unsatisfactc 
product.  For  example,  a  register  tape  from  my  local  Off 
Depot  offers  a  full  refund  for  30  days  on  many  products, 
14  days  on  others  and  for  still  others,  only  an  exchange. 

Contact  the  manufacturer.  When  reporting  problen 
make  sure  you  get  a  "case  number"  from  the  support  p' 
sonnel.  Keep  your  own  record,  including  the  conversatio 
date  and  time,  and  the  names  of  the  people  you  spoke  wi 
Use  a  speakerphone  to  while  away  Muzak-filled  delays. 

If  the  company  promises  to  make  things  right  in  a  hur 
give  it  just  one  chance.  When  my  new  HP  OfficeJet  C 
printer/fax/scanner/copier  stopped  printing  black  after  a  f 
days,  I  was  willing  to  wait  for  a  new  ink  cartridge  that  soh 
the  problem.  But  when  the  paper  feed  began  jamming  a  f 
days  later,  I  hauled  the  unit  back  to  the  store  for  a  new  o 
With  this  kind  of  lemon,  you  can't  make  lemonade.  — S. 


Stephen  Manes  (steve@aanky.com)  is  the  cohost  o/Digital  Duo,  a  weekly  public  television  series.  Find  past 
columns  at  ww.forbes.com/manes  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you  there  instantly. 
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ere's  one  conference  you  should  attend,  it  is  the  Forbes 
)  Forum,  which  has  gained  a  reputation  as  the  high-level 
orate  public  forum,  presenting  and  provoking  insightful 
igue  on  the  impact  of  converging  markets,  advancing 

technologies,  and  political  and  social 
change  on  global  business.  Every 
year,  more  than  1 50  CEOs  from 
dynamic  global  companies  attend 
the  Forum,  where  they  enjoy  the 
mprecedented  exchange  of  ideas 
nd  strategies  with  their  colleagues 
s  well  as  with  well  known  govern- 
ment and  academic  leaders. 


THEHORBES  CEO  FORUM  2001 


Registration  Form 

□  I  will  attend. 

□  Please  send  me  more  information. 

Name  


Title 


c 


ompany_ 


Street  Address 
City  


State   Zip/Postal  Code  . 


Country  

Telephone 

Fax  


E-Mail 


Business  Assistant's  Name/Phone/E-Mail 


Spouse's  or  Companion's  Name . 


Program  Fee  and  Payment 

$3,575.00  (U.S.  Dollars) 

Fee  includes  conference  attendance,  documentation,  planned 
functions,  and  companion  program. 

□  Check  Enclosed  (payable  to  FORBES  Magazine) 

□  Please  Bill  Me     □  American  Express     □  Visa 

□  MasterCard  □  Diners  Club 

Acct.  No.  


Expiration  Date_ 
Signature  


Confirmations 

Shortly  after  receipt  of  your  registration,  you  will  receive  an 
acknowledgement  by  fax.  Once  payment  is  received  in  full, 
your  reservation  will  be  confirmed  and  we  will  forward  you 
a  planning  kit  containing  hotel  information  and  additional 
program  details.  Note:  Payment  is  due  by  May  2,  2001. 
Confirmations  will  not  be  issued  until  payment  is  received. 

Cancellation  Policy 

You  may  cancel  your  registration  in  writing  (a  faxed  letter  is 
acceptable)  by  May  2,  2001  for  a  full  refund.  If  you  need  to 
cancel  after  May  2,  you  will  receive  50%  of  your  registration 
fee  as  a  credit  to  apply  towards  the  2002  Forbes  CEO  Forum. 
No  cancellations  will  be  accepted  after  May  16,  2001. 

To  Register 

Fax:      212-367-3550      Phone:  212-367-3559 

E-Mail:  ceoforum@forbes.com 

Web:  www.forbes.com/conf/ceo2001 

Mail:     Forbes  Management  Conference  Group 

28  W.  23rd  Street,  10th  Floor,  New  York,  NY  10010 


INVESTING 


Snob  Banking 

Banks  and  brokers  are  falling  all  over  themselves  to  provide  "private  banking"  services 
to  the  wealthy.  What  do  the  clients  get  for  their  lush  fees? 


BY  JACK  EGAN 

AH,  THE  SWEET  ALLURE  OF 
privilege.  The  burnished  ma- 
hogany paneling.  The  exquis- 
ite Oriental  carpets.  The 
poised  and  well-tailored  at- 
tendant who  hangs  on  your  every  utter- 
ance. The  whole  scene  from  a  private 
banker's  chambers  is  reminiscent  of  a 
four-star  restaurant. 

The  bankers  are  getting  fat  from 
"private  banking" — profit  margins  av- 
erage 35%,  says  a  recent  survey  by 
PricewaterhouseCoopers.  How  about 
the  customers?  For  many  wealthy  peo- 
ple, having  a  private  banker  is  a  cosdy 
extravagance  that  they  don't  need. 
They'd  be  better  off  with  low-cost 
index  funds  and  occasional  assistance 
from  lawyers,  accountants  and  other 
experts  who  charge  by  the  hour. 

The  tsunami  of  wealth  creation  that 
came  out  of  the  1982-99  bull  market  has 
made  the  offering  of  premium  financial 
services  into  quite  a  growth  industry. 
The  number  of  millionaires  has  doubled 
since  the  mid-1990s  to  7.2  million,  ac- 
cording to  the  Spectrem  Group  research 
firm.  This  elite  bunch  of  customers  is 
collectively  worth  perhaps  $8  trillion.  If 
bankers  and  brokers  could  get  their 
hands  on  all  those  assets  and  extract  the 
1%  to  1.5%  annual  fee  that  is  typical  in 
this  line  of  work,  they  would  be  hauling 
in  $80  billion  to  $1 20  billion. 

What  do  customers  get  for  their 
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.STRATEGIES 


d-money  heir  James  Hedges  (left)  knows 
s  private  banking  scene;  Maria  Elena 
gomasino  and  Jes  Staley  (above)  woo 
2  wealthy  to  the  new  J.P.  Morgan  Chase. 

ss?  Attentive  service,  for  sure.  No 
liting  on  hold  with  an  800  number, 
it  it  is  not  necessary  to  incur  a 
5,000  annual  charge  on  your  $1.5 
illion  account  in  order  to  get  prompt 
rvice.  With  far  less  money  at  Charles 
hwab  or  Vanguard  you  get  a  special 
lone  number  and  other  coddling. 

It  is  far  from  clear  that  admission  to 
e  club  enhances  investment  results.  A 
ver  of  your  money  may  be  invested  in 
private  equity  fund  not  offered  to  the 
neral  public — with  the  potential  for 
gh  returns  but  also  for  high  losses, 
hen  we  last  surveyed  those  funds 
ORBES,  Apr.  17,  2000)  we  found  that 
erage  results  were  no  better  than  what 
dinary  folks  get  in  stock  index  funds. 

Because  private  banking  is  a  sotto 
ce  world,  where  client  referrals  from 


friends  drum  up  much  of  the 
business,  you  won't  hear  much 
about  the  negative  side.  Unlike  the 
vast  amount  of  data  on  mutual 
funds,  comparisons  don't  exist  for 
private  banks.  No  one  knows 
whether  Northern  Trust  does  a 
better  job  than  Bank  of  America. 

Once  a  specially  niche  cater- 
ing to  the  megawealthy,  private 
banking  is  spreading  from  its 
raditional  home  in  bank  trust 
departments  to  Wall  Street  bro- 
kerages and  even  accounting 
firms.  Discount  broker  Schwab 
paid  a  handsome  premium  for 
old-line  private  banker  U.S. 


Uppingthe  Ante 


At  some  private  banks,  a  mere  million 
doesn't  get  you  through  the  door. 

Private  banks 

Minimum  investment1 
($mil) 

HIGH  END 

Bernstein 

$10 

Bessemer 

10 

Goldman  Sachs 

25 

Morgan  Stanley 

10 

LOW  END 

Bank  of  America 

$1 

Citibank 

3 

First  Union 

1 

Mellon 

1 

Merrill  Lynch 

1 

Northern  Trust 

2 

'Smaller  investments  are  accepted  in  some  cases. 

Trust  to  tap  this  lush  upscale  market 
(see  story,  p.  88).  Chase  Manhattan  is 
acquiring  J.P.  Morgan,  storied  coun- 
selor to  the  rich.  Some  private  bankers 
are  more  exclusive  than  others:  Gold- 
man Sachs  usually  insists  on  a  $25  mil- 
lion minimum  investment;  Mellon  lets 
you  in  with  $1  million  (see  table). 

Beyond  the  status,  some  clients  get 
the  convenience  of  having  all  their  finan- 
cial needs  addressed  in  one  place — in- 
vestments, tax  and  estate  planning,  and 
services  like  art  purchases.  The  global 
reach  of  a  Citibank  means  someone  at 
the  bank  can  pick  up  that  painting  you 
bought  in  Paris.  Private  bankers  do  a  fine 


job  keeping  track  of  your  money. 

One  good  reason  to  be  a  private 
banking  client  is  that  it  smooths  the 
way  to  securing  a  bank  loan.  Lenders 
are  more  receptive  when  you're  already 
a  member  of  the  profitable  asset-man- 
agement pool.  Good  collateral  should 
mean  low  interest  rates,  so  you  stand  to 
save  interest  costs  if  your  stock  portfo- 
lio can  be  used  to  back  a  mortgage  on  a 
vacation  home.  The  same  goes  for  folks 
who  want  to  buy  expensive  toys  like  a 
$25  million  private  plane. 

Still,  the  truth  about  private  bank- 
ing is  that  much  of  it  is  the  same  wher- 
ever you  sign  up.  Talk  to  an  array  of 
private  bankers  and  you  hear  the  iden- 
tical buzzwords.  Everyone  takes  a 
"holistic  view"  of  your  wealth  and  puts 
great  store  in  a  "relationship  approach" 
to  clients.  Translation:  We  want  to  see 
all  of  your  assets,  if  possible. 

As  for  hot  investment  performance, 
private  bankers  are  mainly  geared  to- 
ward preserving  capital,  not  vastly  ex- 
panding it.  "You're  going  to  get  similar 
returns  whomever  you  go  to,"  says  fee- 
only  financial  planner  Peggy  Ruhlin, 
whose  Columbus,  Ohio  firm  Budros  & 
Ruhlin  keeps  an  eye  on  private  banking. 
Bessemer  Trust,  one  of  the  top  private 
bankers,  says  it  tries  to  deliver  6% 
yearly  after  taxes,  fees  and  inflation.  To 
go  for  more  would  unduly  risk  your 
capital  and  Bessemer's  credibility. 

And  note  that  when  private  banks 
put  you  into  something  mundane,  like 
a  pool  of  blue-chip  stocks,  they  are 
likely  to  push  you  to  the  house  brand, 
without  regard  for  cheaper  alternatives 
outside  the  gate.  "They're  giving  a  wink 
and  a  nod  to  wealth  management,"  says 
lames  Hedges,  a  skeptic  about  large- 
scale  private  banking  who  knows  a  lot 
about  managing  great  riches.  He  is  a 
Combustion  Engineering  heir  who 
runs  his  own  Naples,  Fla.  money  man- 
agement firm,  LJH  Global  Investments. 

For  the  5%  to  10%  of  a  typical  client's 
portfolio  put  into  more  exotic  offerings 
like  hedge  funds,  venture  capital  funds 
and  other  "alternative  investments,"  there 
can  be  a  mix  of  choices,  some  from  out- 
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side.  "These  deals  are  the  real  juice  that 
tin  hocharges  the  client's  portfolio,"  says 
Maria  Elena  Lagomasino,  who,  with  Jes 
E.  Staley,  will  head  private  banking  for 
the  merged  Chase  and  J.P.  Morgan. 

But  an  in-house  fund  is  not  always  a 
winner.  Goldman  Sachs  has  a  $1.8  bil- 
lion private  equity  bind  with  20%  allo- 
cated to  financially  wobbly  bowling 
outfit  AMF.  Morgan  Stanley  put  its  pri- 
vate equity  clients  into  a  hog-farm  ven- 
ture that  declared  bankruptcy  in  1996. 

Then  there  are  fees,  which  can  be 
high  on  exotic  investments.  If  you  get 
hedge  fund  exposure  through  a  fund  of 
funds,  you  incur  both  the  underlying 
funds'  fees  (say,  1%  a  year  plus  20%  of 
the  gains)  and  more  fees  for  the  mid- 
dleman combining  the  different  funds. 

Some  of  these  alternative  investments 
have  decent  records.  The  CSFB/Tremont 
Hedge  Fund  Index  was  up  3.7%  through 
October,  which  is  good  compared  with 
the  negative-returning  S&P  500,  but  not 
exactly  a  home  run.  The  tech  wreck  is 
also  impacting  private  banking  firms. 
Chase's  venture  capital  arm,  which  in- 
vests on  behalf  of  wealthy  clients,  has  re- 
cently reported  a  $300  million  fall  in  the 
market  value  of  its  tech-heavy  portfolio 
of  publicly  traded  stocks. 

A  real  minus  for  many  of  these  alter- 
native funds  is  the  illiquidity:  You  can  be 
locked  up  for  five  years  or  more. 

Why  don't  the  private  bankers  com- 
pete more  on  fees?  Because  that's  no  way 
to  win  business.  People  blithely  ignore 
fees  as  long  as  their  investments  are  mak- 
ing money,  says  Russ  Alan  Prince,  whose 
Prince  &  Associates  market  research  firm 
serves  the  private-wealth  industry. 

Also,  the  mystique  of  private  banking 
tends  to  obscure  the  reason  why  you 
should  engage  its  services — to  build 
wealth.  In  the  PricewaterhouseCoopers 
survey,  investment  performance  and  val- 
ued advice  were  the  fifth  and  sixth  rea- 
sons clients  gave  for  selecting  a  private 
bank.  First  was  personal  relationships, 
followed  by  service  quality,  an  existing 
client's  recommendation  and  image. 
Maybe,  if  the  market  remains  in  a  funk, 
people  will  start  caring  more  about  in- 
vestment performance  and  fees.  F 
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The  Gentrification  Play 

Lovely  brownstone  in  a  rough  part  of  town:  Is  it  a  genuine 
bargain?  To  answer  that  question,  think  about  P/E  ratios. 


BY  STEPHANE  FITCH 

IT'S  EASY  TO  SEE  WHY  WEALTHY  EAST 
European  immigrants  and  later 
African-Americans  fell  in  love  with 
Harlem.  Just  steps  from  Central  Park, 
this  segment  of  Manhattan  has  prime 
subway  access  and  lots  of  free  parking 
spaces.  Best  of  all,  it's  replete  with 
mammoth  brownstones  that,  with  a 
spot  of  renovation,  would  rival  the 
multimillion-dollar  town  houses  in 
Greenwich  Village  and  the  Upper  East 
Side.  And  they're  a  bargain. 

Tempted?  In  big  cities  across  the 
U.S.,  neighborhoods  that  people  were 
calling  Nowheresville  a  few  decades  ago 


now  go  by  names  like  SoHo  or  Bu< 
town.  If  you're  thinking  of  buyin 
house  in  New  York,  San  Franciscoi 
Chicago,  there's  a  powerful  attract] 
to  a  neighborhood  like  Harlem, 
Mission  or  Bronzeville:  You  can 
comfortable  space  at  a  discount,  an» 
gentrification  continues,  you'll  be 
ting  on  a  nice  capital  gain. 

Yes,  there  are  some  bargains  toi 
had,  but  don't  succumb  to  the  discoi 
fallacy — the  notion  that  a  mere  disp 
ity  in  price  makes  one  property  a  be 
buy  than  another.  In  short,  don't  th 
about  price.  Think  about  price/eai 
ings  ratios,  just  as  you  would  wit 


HARLEM  PROPERTIES  HAVE  BECOME  THE  MOST 
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ock.  (You  wouldn't  call  a  $20  stock 
leaper  than  a  $40  stock  just  because 
le  price  is  lower.) 

The  earnings  for  a  piece  of  real 
;tate  are  equal  to  the  net  rental  value, 
stimate  the  annual  rent  that  you  or 
nother  person  would  pay  for  the 
[ace,  and  subtract  operating  costs  like 
:pairs,  property  tax  and  insurance 
ut  not  depreciation.  That's  the  net 
:nt,  also  known  as  operating  income, 
/hat  multiple  of  that  are  you  being 
;ked  to  pay? 

Take  the  five-bedroom,  3,500- 
juare-foot  Harlem  town  house  at  213 
/est  138th  Street,  built  in  1890.  Three 
:ars  ago  it  was  purchased  for  $300,000 
|  Donald  Cogsville,  a  young  banker  in 
[errill  Lynch's  junk  bond  department, 
ogsville  spent  another  $150,000 
storing  the  quiet  luxury  (including 
x  working  fireplaces).  He  wants  to 
ay,  although  his  real  estate  broker, 


Corcoran  Group's  Vie  Wilson,  has  seen 
properties  like  it  in  Harlem  fetch  well 
above  $800,000. 

Seems  like  a  bargain  when  similar 
town  houses  on  East  7th  Street  in  the 
East  Village  and  East  82nd  Street  on  the 
Upper  East  Side  are  selling  for  $2  mil- 
lion. But  look  closer.  A  property's  price 
should  reflect  what  you  would  other- 
wise have  to  rent  it  for  on  the  open 
market.  Cogsville's  home  would  rent 
for  $3,500  a  month,  according  to  Wil- 
son. Of  that,  you'd  probably  pull  an  an- 
nual operating  income  of  $30,000. 
That's  4%  of  the  purchase  price.  Or, 
equivalently,  the  P/E  on  this  place  is  a 
high  25. 

A  4%  return  is  alarmingly  slender. 
The  sticker-shock  town  houses  down- 
town return  a  much  more  attractive 
6%.  Thanks  to  the  stronger  demand  in 
those  neighborhoods,  they'd  rent  for 
$15,000  a  month  or  more.  They're  the 


UED  IN  MANHATTAN.  THE  KEY:  WHAT  THEY'D  RENT  FOR 


relative  bargain.  P/E:  1  /. 

Why  are  P/Es  comparatively  high  in 
Harlem?  It's  partly  because  there's  not 
enough  good  housing  for  sale.  The 
overwhelming  majority  of  the  brown- 
stones  in  Harlem  very  simply  aren't 
available.  Many  are  held  by  the  city's 
public  housing  department,  occupied 
by  low-income  tenants  who  by  law  can- 
not be  told  to  leave,  or  the  buildings  are 
hobbled  by  old  tax  liens.  Several  hun- 
dred are  owned  by  small-time  develop- 
ers who  should  be  bringing  new  supply 
to  the  market.  But  a  federal  investiga- 
tion of  fraudulent  use  of  Housing  & 
Urban  Development  loans  has  chilled 


the  notion  of  selling. 

The  supply  dearth  has  jacked  up 
prices  past  a  rational  level.  Urban  pi- 
oneers invading  Harlem  don't  per- 
form the  cash  flow  analyses.  They  just 
look  at  the  fact  that  a  well-restored 
town  house  is  available  at  a  60%  dis- 
count to  the  same  square  footage  in  a 
good  neighborhood  and  figure  it 
must  be  a  steal. 

Maybe  the  price  momentum 
pushes  people  to  buy,  just  as  it  does  in 
the  stock  market.  Real  estate  brokers 
from  downtown  have  lately  begun 
mining  the  gold  north  of  110th  Street, 
and  prices  have  rocketed.  Passable  town 
houses  that  sold  for  $300,000  in  1997 
are  now  priced  at  $700,000.  Broken  fa- 
cades standing  uselessly  before  a  pile  of 
fallen-in  hardwood,  plaster  and  rubbish 
sell  for  $300,000.  And  if  you  want  a 
magnificently  restored  four-story 
brownstone  on  West  121st  Street,  Peggy 
and  Lloyd  Toone  will  sell  you 
theirs.  For  $2  million. 

The  problem  is  that  buying 
into  gentrification  is  about  as 
complex — and  perilous — as  try- 
ing to  time  the  stock  market. 
And  unlike  losing  a  bet  in  equi- 
ties, you  have  to  live  with  the  bad 
bet  you  place  on  a  housing  mar- 
ket. Harlem  is  a  case  in  point. 

Frontier  living  is  frontier 
living.  There's  only  one  major 
grocery  store  in  central  Harlem. 
Average    income    is  about 
$30,000  per  household  in  a  city 
where  $53,000  is  the  norm.  And 
crime,  though  down  a  remarkable 
45%,  remains  a  problem.  In  1998  the 
murder  rate  was  12  slayings  per 
100,000  people,  compared  with  a  rate 
of  9  per  100,000  citywide. 

The  financial  peril  is  greater,  not 
lesser,  after  a  period  of  strong  apprecia- 
tion. Gentrifying  is  never  a  straight  up- 
ward line.  Harlem  had  a  flurry  of  solid 
price  appreciation  in  the  late  1980s, 
which  withered  in  the  early  1990s  re- 
cession. Are  you  tempted  to  buy  into  a 
genlrifying  neighborhood  just  because 
the  price  momentum  is  upward?  That 
was  the  mistake  that  people  made  with 
Internet  stocks  a  year  ago.  F 
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i  Downtown  brokers  Barbara  Corcoran 
jd  Vie  Wilson  are  watching  prices— and 

tnmissinns— rise  in  Harlem  Nnwrnmer 


Cover  Your  Downside 

Worried  about  what  a  bear  market  would  do  to  your  net  worth? 
That's  why  you  should  be  up  to  speed  on  index  puts. 


BY  MAX  G.  ANSBACHER 

BUYING  PUT  OPTIONS  IS  ONE 
way  to  keep  your  holdings 
intact  in  a  bear  market.  If 
you  own  a  chunk  of  stocks  and 
can't  afford  to  lose  30%,  you 
ought  to  be  thinking  about  this 
kind  of  insurance. 

You  can,  of  course,  buy  puts  to 
protect  individual  stock  hold- 
ings— say,  the  20,000  shares  of  IBM 
you  got  while  working  there.  But  if 
you  have  an  assortment  of  indi- 
vidual stocks  that  need  protection, 
buying  options  on  stocks  one  at  a 
time  is  costly,  time-consuming 
and  sometimes  not  even  possible. 
Some  small  companies  don't 
even  have  options. 

The  answer  is  a  put  option 
on  a  stock  index.  A  put  on  the 
Nasdaq  index  would  do  a 
good  job  of  protecting  a  port- 
folio of  technology  stocks. 
The  Russell  2000  covers  small 
companies.  The  S&P  500  is  the  index  for 
big  companies'  shares. 

First,  some  basics.  If  you  own  IBM, 
recently  trading  at  $88  per  share,  you 
could  buy  an  IBM  put  with  a  strike  price 
of  $80  and  an  expiration  date  in  April. 
Think  of  this  option  as  something  like 
the  collision  insurance  on  your  car.  The 
first  $8  the  stock  falls  between  now  and 
Apr.  20  is  like  your  deductible.  For 
every  dollar  below  $80  that  IBM  closes 
on  Apr.  20,  the  put  seller  will  cough  up 
$1  to  you. 

The  April  put  on  IBM  with  an  80 
strike  was  recently  trading  at  $6.50  per 
share.  For  one  contract,  covering  100 
shares,  you  would  pay  a  premium  of 
$650.  In  this  case  the  transaction  will 
end  up  leaving  you  better  off  only  if 
IBM  closes  on  Apr.  20  below  $73.50 
($80  minus  the  $6.50  option  cost).  If 
IBM  climbs,  you've  only  lost  the  cost  of 
your  premium.  Worse  has  happened. 


A  PRIMER  ON  USING  EQUITY 
INDEX  PUTS  AS  A  FLOOR:  WHICH 
ONES  AND  HQW  MANY  YOU  NEED, 


Back  to  index  puts.  How  many  of 
them  do  you  need?  First  add  up  the 
market  value  of  the  stocks  you  want  to 
protect.  Then  get  your  broker  to  tell  you 
what  the  contract  size  is  for  the  index 
you  are  interested  in.  Often  (but  not  al- 
ways) it's  100  times  the  quoted  index 
value.  The  SPX  500  options,  for  example, 
cover  stock  worth  100  times  the  value  of 
the  S&P  500  index,  which  recently  closed 
at  1312.  So  one  option  contract  covers 
$131,200  of  stock.  If  you  are  trying  to 
protect  a  $1.57  million  portfolio,  you'd 
need  to  buy  12  contracts. 

Let's  assume  that  you  can  absorb 
some  loss  on  your  own,  so  you  buy  an 
out-of-the-money  option.  That  means 
a  put  with  a  strike  price  well  below 
1312.  As  with  collision  insurance,  so 
with  bear-market  insurance — you  can 
get  more  complete  coverage,  but  it's 
awfully  expensive. 

The  SPX  500  for  February  with  a 


strike  of  1 200  had  an  asking  price  < 
Dec.  15  of  $17.25.  Again,  multiply 
100.  Fach  of  these  options  will  cc 
you  $1,725,  or  $20,700  for  enough 
insure  your  portfolio.  That's  1.3% 
your  portfolio's  value. 

This  "index  option"  and  a 
more — such  as  on  the  Nasd, 
100  and  indexes  covering  oil  ai 
semiconductor  stocks — trade  < 
the  Chicago  Board  Options  E 
change.  If  it's  the  S&P  500  ind 
that  you  are  interested  in,  y< 
have  an  alternative.  The  Chica 
Mercantile  Exchange  offers 
rival  product  called  a  "futui 
option."  It  is  legally  distin 
from  an  index  option  but  h 
the  same  financial  behavior.  T 
Merc's  S&P  500  options  differ 
contract  size  (multiply  by  2i 
not  100)  and  in  choices  of  stri 
prices  and  expirations.  On  t 
Merc  the  last  letter  of  t 
ticker  symbol  changes 
cording  to  the  contract  da 
SPH  for  March,  SPM  for  Jur 
etc.  Retail  customers  are  us 
ally  better  off  dealing  with  t 
CBOE  product  and  its  small 
contract  size. 
Option  prices  are  a  function  of  t 
strike  price,  how  volatile  the  index 
and  how  long  they  have  left  to  expir 
tion.  Not  surprisingly,  Nasdaq  optio 
are  pretty  expensive.  Say  you  want  I 
protect  a  $2  million  portfolio  full 
stocks  like  Cisco,  Intel,  Microso 
Yahoo  and  Qualcomm.  Use  the  Nasd 
100  Index,  which  recently  closed 
2550.  A  put  with  a  strike  price  of  23( 
expiring  Feb.  16,  was  quoted  at  $138, 
$13,800  for  each  of  the  eight  puts  you 
need  to  cover  $2  million.  Cost:  5.5% 
portfolio  value. 

For  good  mathematical  reasons,  i 
a  lot  cheaper  to  buy  one  12-month  o 
tion  than  four  3-month  options.  On  t 
other  hand,  the  further  out  you  go  t 
thinner  the  trading  volume,  and  y« 
could  get  nicked  by  bid/ask  spreads. 

Max.  G.  Ansbacher  is  president  of  Ansbacher 
Investment  Management,  a  New  York  money 
management  firm  utilizing  options. 
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/Vired  for  a  Comeback? 

ike  most  technology  stocks,  these  companies  took  a 
eating  in  2000.  Could  restructuring,  product  diversification 
r  brand  recognition  spark  a  rebound? 


f  TRICIA  MCGINNIS 

T  HAS  BEEN  AN  AWFUL  YEAR  FOR 
technology  stocks.  The  S&P  semicon- 
ductor index,  for  example,  shows  a 
:cline  of  47%  from  its  52-week  high. 

How  bad  will  things  get?  Maybe  not 
bad  as  Wall  Street  expects.  Despite 
e  stream  of  fourth-quarter  profit 
irnings,  the  latest  estimates  suggest 
oderating  growth  in  2001,  not  an 
itright  decline.  For  example,  the 
miconductor  Industry  Association 
>w  predicts  22%  growth  in  industry 
venues  in  2001,  compared  with  37% 
owth  projected  for  2000. 

The  ten  technology  stocks  in  the 
}le  are  down  at  least  50%  from  their 
:-week  highs.  They  are  all  trading 

Buying  in  a  Downdraft 


cheaply  on  an  enterprise  value  basis. 
That  value  is  defined  as  the  market 
value  of  common,  plus  debt  outstand- 
ing, minus  cash — in  effect,  the  net  price 
an  acquirer  would  pay  (at  current 
prices)  to  own  the  business  assets.  The 
companies  in  the  table  have  enterprise 
values  no  more  than  three  times  sales 
or  nine  times  operating  income.  Oper- 
ating income  is  earnings  before  depre- 
ciation, interest  and  taxes. 

Shares  of  Amkor  Technology,  an  as- 
sembler and  tester  of  semiconductors, 
fell  77%  from  their  52-week  high  even 
though  the  company  might  benefit 
from  a  slowdown  in  the  market.  Rea- 
son? Cost-conscious  companies  are 
likely  to  make  greater  use  of  outside 


> 

firms  for  assembly  and  testing,  accord- 
ing to  Eric  Gomberg,  research  analyst 
at  Thomas  Weisel  Partners. 

Amkor  recently  finalized  a  joint 
venture  agreement  with  Toshiba,  mak- 
ing Amkor  the  first  such  U.S.  firm  to 
have  outsourcing  operations  in  Japan. 
"In  the  short  term  the  venture  may 
only  have  a  small  impact  on  earnings 
accretion,  but  it  gives  them  a  huge  first- 
mover  advantage  in  a  market  that  may 
be  shifting  away  from  vertical  integra- 
tion," says  Gomberg.  Amkor  now  has  a 
60%  stake  in  one  of  Toshiba's  Japanese 
factories;  by  the  end  of  2003  Amkor  is 
slated  to  own  100%.  This  plant  is  ex- 
pected to  generate  over  $300  million  in 
annual  sales. 

Gateway,  the  number  two  direct 
seller  of  PCs  in  the  U.S.,  was  among  the 
first  in  the  industry  to  send  out  a  fourth- 
quarter  warning  about  profits.  On  the 
plus  side,  the  $9.5  billion  (revenues) 
company  is  expanding  into  broadband, 
home-networking,  and  Internet  appli- 
cations, which  will  help  reduce  its  expo- 
sure to  personal  computers.  Research 
analyst  David  Bailey  of  Gerard  Klauer 
Mattison  &  Co.  notes  that  Gateway  has 
$1  billion  in  free  cash  and  long-term  es- 
timated earnings  growth  that,  although 
diminished,  is  still  20%. 

For  summaries  of  the  pros  and  cons 
on  the  ten  stocks  in  this  table  plus  the 
names  of  ten  more  potentially  under- 
valued technology  companies,  go  to 
www.forbes.com/010801stockfocus.  F 


>ome  fallen  technology  stocks  were  nothing  but  hot  air  from  the  beginning.  But  these  at  least  have  real  revenues  and  real 
sarnings  from  operations. 

ENTERPRISE  VALUE 


Jompany/business 

recent 

change  from 
52-wk  high 

($mil) 

/sales 

/operating 
income1 

2001 P/E 

estimate 

idaptec/PC  adapters 

$9.86 

-84% 

$579 

0.7 

3.1 

6 

idtran/digital  transmission  prods  for  local  loop  service 

20.06 

-75 

672 

1.5 

5.5 

13 

Imkor  Technology/semiconductor  packaging  services 

15.13 

-77 

3,933 

1.7 

6.4 

7 

nswerthink/e-commerce  consulting 

4.56 

-89 

186 

0.6 

3.5 

5 

rightpoint/distributes  cell  phones 

5.59 

-68 

408 

0.2 

5.1 

6 

lateway/sells  PCs  by  direct  order  &  retail 

19.00 

-75 

5,092 

0.5 

5.2 

10 

ucentTechnologies/telecomm  equip  &  software 

17.81 

-77 

66,860 

1.7 

8.5 

46 

laticnal  Semiconductor/analog  &  digital  integrated  circuits 

21.56 

-75 

3,205 

1.3 

4.6 

11 

ymantec/security  software 

34.56 

-58 

1,604 

2.1 

6.9 

10 

VorldCom/telecommunication  services 

17.44 

-68 

74,109 

1.8 

5.1 

15 

rices  as  of  Dec.  15.  'Earnings  before  interest,  taxes,  depreciation  and  amortization.  Sources:  Bloomberg  Financial  Markets:  Interactive  Data  Corp..  Market  Guide  and  IBES 
iternational  via  FactSet  Research  Systems. 
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STREETWALKER 

Buy  on  Bad  News 


Busted  loans  aren't  as  big  a  problem  at  Chase  as  they  are  at  other  major  banks. 


CHASE  (NYSE:  CMB)  AND  ITS  PENDING  MERGER  PARTNER,  J.P.  MORGAN  (NYSE: 
IPM),  issued  a  joint  warning  Dec.  14  that  their  fourth-quarter  earnings  will  fall 
short  of  forecasts.  That  nicked  another  $2  off  Chase's  stock,  which  has  lost  a 
quarter  of  its  value  since  September.  But  Keefe,  Bruyette  &  Woods  analyst  David 
Berry  finds  the  Chase  downdraft  unwarranted  because  slumping  investment 
activity,  mainly  less  trading  volume  in  a  bad  market,  is  to  blame  for  the  profit 
hit,  not  loan  quality.  Berry  thinks  Chase-Morgan's  investments  will  rebound. 

The  Chase-Morgan  loan  portfolio  has  a  very  low  level  of  dud  loans  for  a  big 
bank:  0.9% — versus  1.5%  for  industry  kingpin  Citigroup  and  1.1%  for  cur- 
rently second-ranked  Bank  of  America.  Most  other  major  banks  saw  bad-loan 
levels  rise  in  2000,  but  Chase's  was  flat  and  likely  to  rise  less  than  the  rest  in 
2001.  And  any  Federal  Reserve  easing  would  help  lenders  generally. 

It's  hard  to  make  a  killing  on  an  arb  play  near  the  merger  date  (Dec.  29, 
2000).  Each  $164.38  Morgan  share  will  become  3.7  Chase  shares,  for  an  effec- 
tive value  of  $44.43  per  Chase  share.  That's  lower  than  Chase's  recent  $44.62 
price,  so  before  the  merger  buy  Morgan.  — Josephine  Lee 


DSL  Hell 

GLOBESPAN  DEVELOPS  MICROCHIP 
sets  that  go  into  gear  for  direct  sub- 
scriber lines,  one  variety  of  high- 
speed Internet  ramp.  The  phone  com- 
panies have  suffered  a  bit  of 
disappointment  with  DSL,  and  they 
are  taking  it  out  on  their  suppliers 
with  pressure  for  price  cuts. 

GlobeSpan  (Nasdaq:  GSPN)  has 
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other  problems,  says  Stephen  Wor- 
thington,  analyst  at  Barbary  Coast  Cap- 
ital Management.  Ex-parent  Lucent 
Technologies,  under  its  divestiture 
agreement,  can  use  GlobeSpan  technol- 
ogy in  competing  DSL  chips.  Also,  Intel 
invested  in  GlobeSpan  under  an  agree- 
ment to  use  GlobeSpan  technology, 
then  acquired  rival  chipmaker  Level 
One,  making  GlobeSpan's  patent  pro- 
tection even  less  compelling. 


For  the  nine  months  through  Sep 
tember,  GlobeSpan  lost  $119  millioi 
compared  with  $9  million  for  all  a 
1999.  At  a  recent  $35,  shares  are  dow 
75%  from  their  March  high.  But  eve 
at  that  price  they  make  the  company 
enterprise  value  (debt  plus  marke 
value  of  common)  $2.6  billion,  1 
times  trailing-12-month  sales.  Shoi 
them  and  cover  at  $10. 

— Christopher  Helma 

Rent  This 

ONCE-DISDAINED  SHARES  OF  HERT 
have  nosed  up  since  Streetwalker  rec 
ommended  the  leading  car  rent, 
agency  (FORBES,  Sept.  18,  2000).  Eve 
more  undervalued  is  smaller  playe 
Dollar  Thrifty,  says  Credit  Suisse  Fin 
Boston  analyst  Henry  A.  Diamond. 

Dollar  Thrifty  Automotive  Groul 
(NYSE:  DTG),  owner  of  Dollar  Rent 
Car  and  Thrifty  Car  Rental,  trades  c 
$17,  or  5  times  trailing  earnings — haj 
Hertz's  and  Avis'  P/Es.  That's  despifl 
Dollar's  strong  37%  earnings  growti 
for  2000  through  Sept.  30  and  the  high 
est  operating  margin  (13%)  among  bi 
car  rental  firms;  Hertz's  is  12%. 

Hurting  Dollar's  stock  is  the  possi 
bility  that  a  slowing  economy  will  caus 
it  to  miss  fourth-quarter  estimates  by 
few  cents.  But  Diamond  expects  bar 
gain-conscious  renters  to  keep  usini 
this  discounter  even  if  the  econom! 
weakens  further.  — Brendan  Coffe 

The  Key  Part 

AMID  WALL  STREET'S  TECH  TRAVAIL) 
one  undeserving  victim  is  AVX,  a  70% 
owned  subsidiary  of  Kyocera  tha 
makes  "passive"  electronic  component 
like  capacitors  and  resistors.  These  doo 
dads  regulate  electricity  for  product 
ranging  from  cell  phones  to  cars  to  thl 
international  space  station.  It  helps  tha 
AVX's  customer  base  is  quite  diversified 
AVX  (NYSE:  AVX)  is  a  growth  story 
Earnings  expanded  sixfold  to  $276  mill 
lion  and  revenues  81%  to  $1.3  billion  it 
its  fiscal  first  half,  ended  Sept.  30.  Th< 


lares  hit  a  high  of  $50  in  May,  but  then 
id  to  $19  on  news  of  slowing  growth  at 
g  customers  Motorola  and  Nokia. 

Martin  Whitman,  manager  of  the 
hird  Avenue  Value  Fund,  says  these 
tares  are  cheap  at  eight  times  trailing 
irnings.  AVX's  long-term  outlook, 
mitman  says,  is  excellent.       — C.H. 

/Veil-Rigged 

AVE  RICK  TUBE  TRADES  LIKE  A  STEEL- 
aker;  at  $17  it's  down  30%  this  year. 
Tiat  investors  don't  yet  grasp  is  that 
[averick's  (NYSE:  MVK)  steel  tubes  are 
ainly  for  oil  drilling,  says  Marshall 
dkins,  Raymond  James'  energy  re- 
arch  director. 
During  the  1990s,  when  oil  prices 


averick  is  an  energy  play,  not  a  steel  play. 


;re  low,  Maverick  suffered  lackluster 
negative  earnings.  For  the  first  nine 
onths  of  2000  it  lost  $3.5  million  on 
venue  of  $284  million.  But  that's  the 
suit  of  its  bulking  up  to  meet  the  ex- 
osion  of  rig  demand,  including  a 
large  for  its  purchase  of  Canada's 
■udential  Steel.  Sales  for  the  three 
larters  were  30%  above  1999's  level. 

Adkins  somewhat  optimistically  ex- 
:cts  a  good  fourth  quarter  and  earn- 
gs  per  share  of  $1.85  next  year.  Mav- 
ick  is  trading  at  just  seven  times  that 
;ure.  — Michael  Maiello 


id  past  Streetwalkers  at  www.forbes.com/ 
eetwalker  or  use  your  :CueCat  device  on  the  cue 
ie  below  to  take  you  there  instantly. 
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Information  Analysis.  Not  Paralysis. 

Business  site  Forbes.com  can't  afford  to  let  their  information  delivery  get  bogged  down.  That's  why 
they  chose  EoCenter  as  their  research  engine  for  ForbesFinder.  EoCenter  delivers  information 
that  complements  their  unique  editorial  content  seamlessly,  so  Forbes.com  can  deliver  the  most  up- 
to-date  business  analysis  right  from  their  own  site.  And  so  can  you.  EoCenter  will  give  you  the  same 
seamless  access  to  high-quality  industry  information  through  the  Internet.  Users  will  spend  more  time 
on  your  site.  And  you'll  gain  stronger  brand  equity  as  an  invaluable  resource.  So  don't  let  informa- 
tion delivery  leave  you  numb.  Discover  how  EoCenter  helped  Forbes.com  become  a  premier 
Internet  destination,  and  how  we  can  help  you  do  the  same.  Visit  www.eoenabled.com/forbes 
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Few  people  can  make  decisions  that  are  as  good  for  the 
environment  as  they  are  for  business. 

You  happen  to  be  one  of  them. 

You  make  the  decisions  thai  improve  your  organization's  And  that  impresses  people  everywhere,  from  the  school 

bottom  line.  Energy  Star*  makes  it  easier.  The  Energy  Star  board  to  the  state  capital   More  than  700  leaders  in 

label  on  your  buildings  tells  the  world  that  you  are  government  and  education  already  reap  the  benefits 

committed  to  superior  energy  performance  and  fiscal  of  participating  in  Energy  Star.  You 

responsibility.  That  commitment  not  only  frees  up  can  too.  Call  1-888-STAR-YES  jBg? 

operating  funds  but  also  helps  prevent  air  pollution.  or  visit  energystar  gov  ^^r^HHMM 

Money  Isn't  All  You're  Saving 


Enu«;t  StA«  15  sponsored  by  the  U  S  Environmental  Protet  lion  Agency  and  the  U  S  Department  ol  Energy 


Energy  Star  is  a  U  S  registered  mark 
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2-week  performance 
as  of  12/15/00 


Barra  All-US  Index1 

0.8% 

S&P  Barra  Growth  Index2 

-0.9 

S&P  Barra  Value  Index3 

0.4 

Dow  Jones  industrials 

1.2 

S&P  500 

-0.2 

EAFE4 

0.2 

Forbes  Internet  Index 

7.9 

Forbes  40  Index  (total  return) 

0.7 

— Barra  All-US  Index  of  10,000  stocks 
—  200-day  moving  average 

Market  value:  $15.5  trillion 
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Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
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INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Dec.  15. 

ACTUAL   2000  ESTIMATE 


1999 

Latest 

Mean 

4-wk  chg 

30-year  Treasury  yield  (%) 

6.48 

5.42 

5.91 

0.5 

3-month  Treasury  yield  (%) 

5.33 

6.04 

6.10 

-3.8 

ds  watch 

Last  action:  May  16,  2000,  +50  basis  points.  Current  rate:  6.5%. 
Next  Federal  Reserve  meeting:  Jan.  31,  2001. 


SPECIAL  STOCK  FOCUS 


Over  the  past  three  months  security 
analysts  reporting  to  IBES  International 
cut  their  year  2001  earnings  growth  es- 
timate for  the  S&P  500  from  14%  down 
to  8%.  The  S&P  companies  below  are 
expected  to  earn  at  least  20%  more 
next  year  than  in  2000  but  trade  at  no 
more  than  14  times  estimated  year  2001 
earnings  per  share. 


"The  sector  is  already  oversold,"  says 
Alexander  Paris,  president  of  Bar- 
rington  Research  Associates,  about 
semiconductor  stocks.  Paris  thinks 
that  many  technology  stocks  will  re- 
bound in  the  first  quarter  of  2001. 


FORECASTING  GLOBAL  MARKETS 


Year 


EPS  change  Expected 
Estimated      versus  year-to-year) 
P/E      3  months  ago  EPS  growth  1 


S&P  500 


2000 


24 


-1.7% 


18% 


22 


2001 


MSCI  World-ex  US4 


-6.2 


2000 


24 


0.1 


32 


2001 


21 


0.9 


14 


IBES  estimate  increases/decreases 

2000  2001 

0.34 


S&P  500 


0.43 


MSCI  World-ex  US* 


0.96 


1.31 


Rising  estimates 


Estonia 

Pakistan 

Russia 

Slovakia 

Slovenia 


Falling  estimates^ 


Czech  Republic 

Philippines 

Romania 

Thailand 

Venezuela 


Source:  IBES  International  Inc. 
FfiRRFS  INTFRNFT  IINIVFRSF5 


Index 

Recent 

4  wks  ago 

Value 

57.1 

68.9 

Companies 

333 

338 

Valuations 

Stock  price/sales 

2 

3 

Market  value  ($bil) 

$391 

$473-; 

Sales/employees  ($thou)  $195 

$179); 

12-month  sales  growth 

141% 

196%  | 

2000  estimates 

Sales  total  ($bil) 

$56.9 

$57.6 

Stock  price/sales 

2 

3 

P/E 

60 

83 

Sources;  Forbes;  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 


Company 


Recent 
price 


2001" 


EPS  P/E 


Alcoa                        $30  9-3 

$2.43  13 

Applied  Materials  39.50 

2.90  14 

Autodesk  27.63 

2.30  12 

Loews  94.31 

13.42  7 

Mead  28.13 

2.19  13 

Oneok  43.31 

3.49  12 

Union  Pacific  45.44 

4.56  10 

Buying 

Selling 

Price 

EPS7 

Price 

EPS' 

Bergen  Brunswig 

$14.92 

$0.75 

Argosy  Gaming 

$16.63 

$1.80 

Brown  &  Brown 

31.88 

1.40 

Clarent 

15.00 

0.21 

Commerce  One 

36.19 

0.02 

Lam  Research 

14.73 

2.05 

Great  Amer  Finl  Resources 

18.31 

2.06 

Pentair 

24.81 

T37~l 

Polycom 

44.13 

0.96 

Wesco  International 

7.50 

1.19 

6Estimate. 

Sources:  IBES  International  and  Interactive  Data  Corp  via 
FactSet  Research  Systems;  IBES  Express. 


'Year  2001  estimate.  Source:  ldayo.com 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  availabk 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  Tota 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth  Total  return  01 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earning 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  Internationa 
5Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  aw 
software  companies.  Base  value  12/31/98  =  IOO.  Index  ratios  and  growth  rates  are  medians. 


See  www.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
reports.  Or  use  your  :CueCat  device  on  the  ate  code  ( right)  to  take  you  there  instantly. 
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ORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


1999  Latest 

Mean      4-wN  chg 

kUTOmODiiC  sales  V""" 

MA                  ion*  nnw 

HA           10. u  nov 

179             -fl  Vs/ 

*apaciTy  uiiiiZaTion  y/o) 

PI  1                   PI  R  nnw 

oi.i          oi.o  nov 

01.0  U.O 

lew  nousing  siaris  ^thois; 

1  RRT               1  RflR  *    n  nnt 

1,000            l.OUD     p  OCT 

i  cop         _n  t 

1.0S0  U.J 

?  ?4fi          ?  41  q  *  n  nnv 

9  41 1  -11 

"rade  balance4  ($bil) 

-268        -346*  p  sept 

-379  -2.8 

Inemnlovment  rate9  (%) 

41              4  fl  nnv 

4.0  0.0 

Iross  domestic  product  (%  chg) 

4.2           2.46   p  3Q 

5.1  -2.5 

nflation 

'PI  services  (unadjusted )(%  chs) 

2  7           3  7*  nov 

3.6  -1.4 

IPS  total  (unadjusted )  (%  chg) 

2.6           3.4*  nov 

3.4  -0.9 

flEIJa 

RB-Bridge  spot  indexes 

227.25  224.75 

223.50  1.0 

old  per  troy  ounce  ($) 

288.50  270.40 

282  75          0  4 

lil/bbl  W  Texas  Intermediate  ($) 

25.60  28.88 

29.83  -0.2 

itrrpfirv 

ierman  marks  per  dollar 

1.94  2.19 

2.20  -3.5 

en  per  dollar 

102  113 

109  0.9 

lollars  per  euro 

1.01  0.90 

0.88  3.5 

Corporate  profits  will  be  flat  in  the  first  half 
of  the  new  year,  says  Bank  of  America  chief 
economist  Mickey  D.  Levy,  who  has  reason 
for  his  pessimism.  The  tight  labor  market 
will  push  up  wage  and  operating  costs,  while 
business'  lack  of  pricing  power  will  squeeze 
margins.  Another  negative:  higher  energy 
prices.  Levy  expects  only  2%  growth  in  gross 
domestic  product  in  the  first  half  of  2001 
versus  a  5%  increase  in  the  first  six  months 
of  2000.  Despite  a  slowdown,  he  thinks  un- 
employment won't  get  much  higher  than  4%. 

Closeup:  Quarterly  corporate  profit  growth 

Sources:  Bureau  of 
Economic  Analysis;  12% 
Haver  Analytics. 


1999  2000 
Ql  0.2   03  04    01  02  03  04  01  Q2  03  04 


Forbes  Index:  Current:  322.4  2-wk  chg:  -0.4% 


ARNINGS  SURPRISES 


rarMine  still  expects  a  large  number  of  oil  and  gas  companies  to 
sst  positive  earnings  surprises.  The  SmartEstimate  fourth-quar- 
:r  expectation  for  USX-Marathon  Group,  for  example,  is  5  cents 
gher  than  the  $1.06  IBES  consensus.  But  negative  surprises  are 
cely  among  auto  parts  and  chemical  firms.  StarMine  says  Magna 
ternational,  one  of  the  largest  auto  parts  makers,  is  likely  to 
ast  quarterly  profits  12  cents  below  its  IBES  consensus.  A  nega- 
te surprise  is  also  expected  from  Eastman  Chemical. 


ompany 


IBES     StarMine  Expected 
consensus   Smart-  report 
Price    estimate7  Estimate7  date 


ositive  Expected  Surprises  or  Revisions 
ouis  Dreyfus  Natural  Gas  $38.25 


$1.19      $1.26  2/8/01 


ccidental  Petroleum 

21.19 

0.96 

1.04 

1/25/00 

acif ic  Sunwear  of  California 

23.50 

0.40 

0.41 

2/15/00 

Itramar  Diamond  Shamrock 

28.25 

1.00 

1.10 

2/1/01 

SX- Marathon  Group 

25.88 

1.06 

111 

1/24/01 

ertex  Pharmaceuticals 

74.75 

-0.13 

-0.11 

2/16/01 

eeative  Expected  Surprises  or  Revisions 

astman  Chemical 

46.69 

0.71 

0  68 

1/29/01 

B  Fuller 

34.38 

1.02 

0.99 

1/15/01 

eorgia-Pacific 

26.06 

0.71 

0.63 

1/26/01 

lagna  International 

38.63 

1.29 

1.17 

2/21/01 

helps  Dodge 

52.13 

0.14 

0.08 

1/29/01 

PG  Industries 


41.44 


0.76 


0.72  1/22/01 


ita  as  of  Dec.  15.  'Fourth  quarter.  Sources.  StarMine;  IBES  International  and  Interactive 
ita  Corp  via  FactSet  Research  Systems. 


MUTUAL  FUND  SPECIAL  FOCUS 


Balanced  funds  (those  with  a  mix  of  stocks  and  equities)  offer 
some  security  during  volatile  market  swings.  The  five  no-load  bal- 
anced funds  listed  averaged  total  returns  of  11%  so  far  this  year. 


TOTAL  RETURN8 

Assets 

Fund 

3  years9 

1  year 

YTD 

($mil) 

Dodge  &  Cox  Balanced 

9.8% 

11.8% 

9.3% 

$4,730 

Green  Century  Balanced 

23.4 

33.1 

13.5 

86 

Oakmark  Equity  &  lncome-1 

12.9 

18.3 

15.8 

62 

Thompson  Plumb  Balanced 

11.9 

12.8 

9.4 

60 

Vanguard  Star 

9.9 

11.3 

8.8 

7,778 

8Through  Dec.  14.  'Annualized. 
Sources:  Upper  Inc.;  Morningstar. 


■MEWQRTHY  NEW  ISSUES  IN  REGISTRATION 


The  new-issues  market  is  in  a  bad  slump,  but  a  few  stocks  had  good 
launches.  On  its  first  day,  Specialty  Labs,  a  developer  of  clinical  lab 
tests,  rose  46%  from  its  $16  IPO  price;  it  closed  the  week  up  43%. 


OFFERING 

Company/business 

Share  Size 
price  ($)  ($mil) 

Sales10 
(Smil) 

Align  Technology/orthodontic  products 

NA 

NA 

$4 

CombiMatrix/biotechnology  research  equip 

NA 

NA 

0 

Intercontinental  Telecom/broadband  sves 

NA 

NA 

5 

Retrac  Medical/retractable  syringes 

$8-12 

$20 

0 

Sifara  Networks/networking  prods  &  sves 

NA 

NA 

L 

"Latest  12  months.  NA:  Not  available.  Source:  Renaissance  Capital. 

*I2  months,  p:  preliminary,  r:  revised.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source: 
Ward's  Automotive  Yearbook.  Total  single  and  multiple  family,  seasonally  unadjusted.  Excluding 
auto  sales,  seasonally  adjusted.  'Total  goods  and  services,  seasonally  adjusted.  5Percent  of  civil- 
ian labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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The  Contrarian  By  David  Dreman 


Slaughter  in  the  Aisles 


AS  THE  NASDAQ  CONTINUES  TO  IMPLODE,  DIPPING 
to  48%  of  its  March  high,  value  stocks  as  a  group 
have  been  making  good  gains.  But  there  are  value 
stocks  and  there  are  value  stocks.  As  the  tobaccos, 
utilities  and  health  cares  shoot  ahead,  another  sec- 
tor has  been  mauled. 

Retail.  Fears  of  a  consumer  spending  slowdown,  accom- 
panied by  earnings  torpedoes  and  other  disappointments, 
have  taken  the  Standard  &  Poor's  Retail  index  down  14% 
this  year.  Prices  of  some  fine 
retail  stocks  have  been  halved. 
What  an  overreaction. 

You'd  think  we're  on  the 
brink  of  a  severe  recession, 
perhaps  a  depression.  No 
credible  evidence  exists  that 
an  economic  debacle  is  com- 
ing. A  business  slowdown, 
maybe.  Meanwhile,  the  retail 
outlook  is  far  more  promising 
than  many  investors  believe.  Here  are  some  top-shelf  retail 
stocks  that  appear  cheap,  business  slowdown  or  no: 

Best  Buy  (25,  BBY),  a  $15  billion  (estimated  current  fiscal 
year  sales)  retailer  of  consumer  electronics,  personal  com- 
puters and  appliances,  used  to  be  among  the  analysts'  fa- 
vorites. They  loved  its  36%  annual  earnings  growth  rate  in 
the  1990s.  The  affection  soured  last  fall  when  Best  Buy  said 
price  cuts  to  fend  off  discounters  would  erode  profit  mar- 
gins. Worse  news  came  Nov.  30,  following  the  first  weekend 
of  the  Christmas  shopping  season,  when  Gateway  an- 
nounced a  significant  slowdown  in  its  computer  sales.  The 
jeremiad  from  Gateway,  the  largest  computer  retailer  with  a 
10%  market  share,  had  a  ripple  effect  that  swept  over  the 
stock  of  number  two  computer  seller  Best  Buy  (9.7%).  Best 
Buy  has  dropped  72%  from  its  2000  high. 

True,  the  electronics  retail  industry  will  likely  suffer  ex- 
cess capacity  for  some  time,  because  of  pressure  from  the 
likes  of  Wal-Mart,  Target  and  Costco.  This  will  result  in 
greater  promotional  spending  and  price-cutting.  Still,  Best 
Buy  should  continue  to  show  above-average  revenue  and 
earnings  growth,  albeit  not  the  36%  of  the  past  decade.  The 
stock  presents  good  value  at  a  P/E  of  14  times  trailing  earn- 
ings (down  from  68  in  1999's  third  quarter). 

Gap  (23,  GPS),  parent  of  the  Gap,  Banana  Republic  (ex- 
pensive casual  wear)  and  Old  Navy  (budget-priced  clothing) 


chains,  also  enjoyed  a  spectacular  1990s  with  a  30%  year 
earnings  growth  rate.  Yet  lately  overstocking  of  slower-sel 
ing  merchandise  resulted  in  lower-than-expected  sales  in  i 
three  chains.  Analysts  expect  a  10%  earnings  drop  for  tl 
fiscal  year  ending  lan.  5,  2001.  Gap's  stock  has  fallen  58( 
from  its  12-month  high.  It  trades  at  20  times  earnings. 

Look  for  a  rebound  at  this  canny  retailer,  led  by  tr 
shrewd  Millard  Drexler.  Gap  has  stumbled  in  the  past,  mo 
recently  1994-95,  only  to  rise  tenfold  from  its  lows.  Sorr 

progress  was  made  in  the  la 


Retail  stocks  have 
dropped  so  much 
that  you'd  think  a 
depression  was 
imminent. 


ter  months  of  2000.  Noven 
ber  same-store  sales  wei 
down  only  1%,  with  sales  an 
margins  improving  in  tr! 
month's  last  half.  Plus,  inver 
tories  are  back  to  more  no: 
mal  levels. 

Nordstrom  ( 16,  JWN),  a  d< 
partment  store  chain,  is  dow 
65%  since  the  beginning 
1999  because  of  management  problems.  Then  there's  ii 
creasing  competition  from  Federated  Department  Ston 
and  some  rapidly  growing  specialty  apparel  chains.  Consi 
quence:  a  profit  squeeze  in  the  current  fiscal  year,  ending  Ja: 
31,  2001.  But  the  company  has  new  management,  is  slowir 
its  rapid  expansion  scheme  and  is  overhauling  an  ineffectu 
and  expensive  merchandising  plan.  At  a  P/E  of  15  and  a  lor 
record  of  success,  Nordstrom's  stock  appears  to  be  attra< 
tively  priced. 

Staples  (12,  SPLS)  has  been  the  most  consistent  of  tr 
large  office  supply  chains,  showing  50%  yearly  earnings-pe 
share  growth  annually  between  1990  and  1999.  As  a  resu 
of  the  slowing  economy,  though,  the  company  this  year  h; 
suffered  higher  e-commerce  losses  and  moderating  prot 
gains  in  domestic  stores.  So  third-quarter  earnings  per  shai 
came  in  at  a  disappointing  19  cents,  versus  an  expected  2 
cents.  That  number  missed  the  analysts'  consensus  for  tr 
first  time  in  eight  years,  and  the  stock  is  off  64%  from  i 
January  2000  high. 

But  note  that  rivals  Office  Max  and  Office  Depot  ai 
likely  to  close  a  number  of  marginal  units,  meaning  le: 
competition  for  Staples,  which  also  is  targeting  new  stort 
into  areas  that  are  free  of  the  others.  Earnings  should  be  u 
25%  in  the  2001  fiscal  year  (ending  Jan.  1,  2002).  The  stoc 
trades  at  a  trailing  P/E  of  19. 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is 
Contrarian  Investment  Strategies:  The  Next  Generation.  Find  past  columns  at 

www.forbes.com/dreman  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you  there  instantly. 
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Small  Stocks  By  Marc  Robins 


Zap! 


LOOK  BEYOND  THOSE  FRENZIED  HOLIDAY  SHOPPERS 
who  were  searching  for  that  elusive  Sony  Playstation 
2,  this  season's  Furby.  The  long-term  potential  in 
the  video-game  industry  lies  with  game  software. 
Think  of  the  razor  business:  The  games  rather  than 
:  devices  running  them  generate  the  big  money. 
Games  are  a  huge  and  growing  industry  with  $8.4  billion 
U.S.  sales  last  year,  an  amazing  $1  billion  more  than 
wiegoers  shelled  out  in  1999.  By  2002  revenues  will  likely 
ich  $11  billion,  predicts  re- 
irch  firm  DFC  Intelligence, 
id  the  industry  is  moving 
/ond  teenage  boys,  its  tradi- 
nal  audience.  Girls  are  play- 
;  games  like  Barbie  Interac- 
e,  and  adults  while  away 
e  time  in  airports  with 
nes  on  their  Palm  Pilots. 
Rather  than  buy  stock  in 
nts  like  Nintendo,  Sega  and 
tiy — which  make  both  the  consoles  and  the  games — in- 
;t  in  promising  small  outfits  that  generate  games  only, 
ree  of  them  are  best  positioned  for  the  next  generation  of 
isoles,  as  embodied  by  hard-to-find  PS2.  (Parts  shortages 
re  to  blame  for  the  small  shipment  of  the  units,  disap- 
inting  American  fans  for  the  holidays.) 
During  2001,  while  the  industry  switches  from  64-bit 
ne  consoles  to  more  versatile  and  memory-rich  128-bit 
tforms  (Nintendo's  GameCube  and  Microsoft's  Xbox  are 
e  this  coming  fall),  the  gamemakers'  sales  may  be  sluggish 
consumers  shun  older  titles.  But  by  2002  these  small-cap 
Tiemakers  will  romp.  While  the  market  probably  has 
ced  any  2001  sluggishness  into  the  shares  now,  you  may 
it  a  bit  to  see  if  they  get  even  cheaper. 
Activision  (12,  ATVl),  which  debuted  on  the  Atari  game 
tform  back  in  the  1970s,  develops  game  software  for  all 
;  current  ones,  including  Nintendo's  Game  Boy,  the  king 
the  handheld  market.  Two  new  titles  are  for  PS2.  And  its 
ny  Hawk  Pro  Skater  2  game,  featuring  a  hero  of  the  skate- 
ard  culture,  was  the  top-selling  game  in  America  for  a 
le  after  it  was  introduced  in  September. 
Activision's  sales  have  been  growing  over  the  past  four 
:al  years  at  a  compound  annual  rate  of  76%.  Earnings 
>ped  into  the  red  for  the  first  fiscal  quarter  ending  in  June 
er  the  company,  which  unlike  others  generates  most  of  its 


Game  software,  like 
razor  blades, 

makes  the  money— 
not  the  platforms 
that  carry  it. 


tides  in-house,  wrote  off  costs  associated  with  development 
of  older  platform  software.  With  the  pending  unveiling  of  a 
dozen  new  titles  aimed  at  the  new  consoles,  Activision  is  in  a 
strong  position  for  Christmas  2001  and  for  2002,  when  the 
new  golden  age  for  gamesters  will  dawn. 

THQ  (19,  THQl)  has  been  around  for  a  while,  starting  as  a 
game-  and  toymaker  and  then  switching  to  entertainment 
software  five  years  ago.  It  posts  a  solid  return  on  equity,  an 
average  annual  42%  over  the  past  three  years.  THQ  is  the 

leading  outside  publisher  of 
Nintendo  Game  Boy  and 
Game  Boy  Color  games, 
which  account  for  one-third 
of  the  company's  revenues. 

Yet  THQ  is  best  known  for 
games  featuring  World 
Wrestling  Federation  charac- 
ters, a  franchise  that  has  won  it 
lots  of  investor  attention. 
That's  probably  why  it  trades 
at  20  times  trailing  earnings,  richer  than  its  brethren  but  still 
affordable.  THQ's  releases  run  the  gamut  of  action/adven- 
ture  to  family  fare.  The  Summoner,  a  PS2  game,  promptly 
shot  to  number  seven  on  NPD  Group's  bestseller  list. 

The  portfolio  of  Take-Two  Interactive  Software  (9,  TTWO) 
includes  the  well-known  Grand  Theft  Auto  and  Duke 
Nukem  series,  and  it  also  has  four  PS2  titles.  Two  of  them, 
Smuggler's  Run  and  Midnight  Club:  Street  Racing,  rocketed 
onto  NPD's  "top-ten"  list  right  out  of  the  box.  Only  industry 
leader  Electronic  Arts  did  better,  with  four. 

Of  these  three  small  caps,  Take-Two  is  my  favorite.  It  has 
moved  briskly  into  development  of  online  games,  expected 
to  be  the  industry's  growth  driver  of  the  future.  Take-Two 
has  set  up  a  new  London-based  subsidiary,  Broadband  Stu- 
dios, entrusted  with  that  mission.  Take-Two's  earnings  have 
grown  over  the  past  three  years  at  a  72%  compound  annual 
rate,  and  its  growth  prospects  are  as  bright  as  or  brighter 
than  its  peers'.  Nevertheless,  the  stock  has  been  trading  at 
just  13  times  earnings,  the  lowest  multiple  of  any  of  the  big 
game  developers. 

That,  I  believe,  is  purely  because  Take-Two  is  not  as  well 
known  on  The  Street,  which  can  quickly  be  remedied.  Ex- 
pect earnings  to  climb  next  year  to  $1.03  per  share  on  sales 
of  $450  million,  from  a  projected  86  cents  this  year  on  $392 
million  in  sales.  F 


rc  Robins  is  editor-in-chief  of  RedChip.com,  an  investment  advisory  service  on  small-  and  micro-cap 
:ks.  Find  past  columns  at  www.forbes.com/robins  or  use  your  :CueCat  device  on  the  cue  code  (right) 
ake  you  there  instantly. 
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Pigging 


adventure!  Grab  your  Beretta. 
Tis  the  season,  in  Tuscany,  for  firing 
12-gauge  slugs  into  300-pound  swine. 

BY  RICHARD  C.  MORAIS 

BEATERS  WITH  BAYING  HOUNDS  CLIMB  A 
steep,  wooded  slope,  sweeping  startled 
game  before  them  up  the  mountainside. 
At  the  top,  concealed  behind  a  thicket,  a 
line  of  20  hunters  waits,  hoping  they  at 
any  minute  will  see  cinghiale — Tuscan  wild  boar. 
From  my  place  in  the  line,  I  look  up  and  see  a  perfect, 
Renaissance-blue  sky.  Through  the  trees:  the  ruins  of 
a  fairy-tale  castle. 

All  at  once  we  hear  the  sound  of  a  dog's  jingling 
collar  bell  close  by;  then,  closer, 
what  sounds  to  me  like  pound- 
ing hooves.  A  flash  of  fur,  and 
suddenly  an  oversized  fox — not 
a  wild  boar — bursts  from  the 
forest,  stares  wildly  around,  and 
bolts.  My  companion  lowers  his 
Beretta.  Elsewhere,  however, 
gunfire  erupts,  as  a  fellow 
hunter  bags  a  fine  young  boar. 

My  obsession  with  cinghiale 
started  last  summer,  when,  vis- 
iting Tuscany,  I  ate  prosciutto 
made  from  these  wild  pigs.  It 
melted  in  my  mOuth — a  tender 
flesh  with  hardly  any  fat,  its  subde  flavor  echoing  the  chestnuts 
and  the  acorns  that  these  beasts  eat,  high  in  the  Apennine 
woods.  I  enjoyed  the  taste  so  much  I  asked  my  waiter  if  I 
might  not  order  fresh  boar.  He  shrugged  sadly:  Fresh  boar, 
he  said,  could  be  had  only  during  hunting  season,  from  Oc- 
tober to  January. 

So,  this  fall  I  returned  to  Tuscany  with  cinghiale  on  my 
mind.  My  wife  and  I  stayed  in  Cortona,  a  medieval  hillside 
town  on  the  Tuscan- Umbrian  border,  probably  best  known 
to  Americans  as  the  summer  home  of  Frances  Mayes,  au- 
thor of  Under  the  Tuscan  Sun  and  Bella  Tuscany.  Thanks 
partly  to  the  popularity  of  these  books,  tourists  crowd  Cor- 
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tona  in  the  summer. 

In  fall,  though,  it's  a  different  story:  The  interlopers  large! 
depart.  The  leaves  of  the  chestnut  trees  turn  a  chocolal 
brown.  Cortona  reverts  to  a  quiet  town  pursuing  domest 
pleasures.  Locals  scavenge  the  forest  floor  for  porcini  must 
rooms;  hunters  go  in  quest  of  boar. 

The  sport  is  ancient.  Medieval  tapestries  and  illuminate 
manuscripts  show  our  human,  porcine  and  canine  predece 
sors  going  at  it  quite  literally  tooth  and  nail.  In  ancient  time 
hunters  used  sharp  pikes  to  spear  boar.  Then  as  now,  howeve 
the  boar  first  had  to  be  rousted  from  its  hiding  places  dee 
within  the  woods.  This  was  (and  is)  the  dog's  job.  Illustratior 
from  the  Middle  Ages  show  dogs  dressed  in  armor — a  singl 
swipe  from  a  300-pound  swine's  tusks  can  be  lethal.  Durin 
modern  hunts  Italian  vets  stand  ready  on  24-hour  call  to  sei 
up  unlucky  (and  unarmored)  dogs. 


On  a  cold  Saturday  morning 
30-odd  farmers,  barmen  and 
shopkeepers  converged  with  a 
dozen  hounds  on  the  Cortona  hills. 


Whereas  boar  hunting  in  the 
U.S.  tends  to  be  a  rather  straightfor- 
ward affair  fought  "mano  a  porco" 
(with  hunters  stalking  down  a  boar 
the  same  way  they  might  stalk  a 
deer),  Tuscan  hunts  are  "driven" — 
meaning  beaters  drive  the  boar  to- 
ward a  line  of  waiting  hunters,  the 
men  standing  motionless  and 
fanned  out  30  yards  apart. 

The  rules  are  strict.  You  don't 
want  to  blast  your  neighbor,  so 
shooters  are  assigned  narrow  fields 
of  fire  (between,  say,  10  o'clock  and 
2  o'clock  on  the  clock  face).  Even  if 
d  out  by  waiting,  experienced  hunters  neither  talk  nor 
:>ke,  since  boar  have  extremely  keen  senses  of  smell  and 
ring. 

Weapon  of  choice?  A  12-gauge  shotgun,  loaded  not  with 
it  but  with  a  single  large,  round  slug,  packed  inside  the 
tgun  shell.  Berettas,  manufactured  locally,  are  the  favorite 
ke  of  gun. 

Any  top-rated  Tuscan  hotel  can  probably  wangle  an  invi- 
on  to  a  hunt  for  you,  and  I  made  my  hunting  arrange- 
nts  in  advance  with  Ricardo  and  Silvia  Baracchi,  owners  of 
rtona's  II  Falconiere  hotel.  To  get  a  Tuscan  license  you  must 
w  a  valid  U.S.  hunting  license  and  comply  with  other  rules 
t  depend  on  whether  it's  private  or  public  lands  on  which 
1're  hunting.  Since  purchasing  the  licenses  usually  involves 
le-consuming  Italian  red  tape,  you'd  do  well  to  ask  your 
;t  to  arrange  the  paperwork  before  you  arrive. 


Tuscany's  art,  architecture  and  cuisine  are  such  that  the 
nonhunter  in  a  couple  runs  little  risk  of  boredom.  Just  a  30- 
minute  drive  from  Cortona,  for  example,  in  Monterchi,  Piero 
della  Francesca's  1445  fresco  "Madonna  del  Parto,"  a  quietly 
stunning  portrtait  of  the  nine-month-pregnant  Madonna, 
can  be  seen  in  a  small  hall. 

Tuscany  is  for  sybarites,  with  an  onion  roasted  in  hot  ash 
and  then  dribbled  with  olive  oil  just  one  of  the  local  treats.  At 
our  rustic  inn,  La  Locanda  del  Molino,  Silvia  Baracchi's 
mother  shows  us  her  way  with  boar.  Slabs  of  meat  are  mari- 
nated overnight  in  white  wine  and  orange  zest,  then  slapped 
on  wood  coals  and  grilled  for  20  minutes.  Mature  cinghiak  can 
taste,  she  says,  "intensely  bitter."  Hence  the  long  preparation 
to  remove  the  gamy  taste.  After  grilling  the  meat  she  layers  it 
in  a  stewing  pot,  along  with  sage, 
onions,  carrots,  orange  rind,  bay  leaf,  ju- 
niper berries  and  chili.  She  adds  a  splash 
of  stock,  and  the  whole  thing  cooks  for 
three  hours.  It's  tender — with  a  surpris- 
ingly strong  taste  of  the  orange  zest — 
but  could  almost  be  beef.  Think  I'd  pre- 
fer roasted  boar,  gamy  taste  and  all. 
But  first  you've  got  to  bag  one.  In 
Tuscany  the  hunts  on  which  visitors  are  invited  may  be  aris- 
tocratic or  plebeian,  depending  on  your  hosts.  My  hunt  was 
plebeian — and  marvelously  so. 

On  a  cold  Saturday  morning  a  club  of  30-odd  farmers,  bar- 
men and  shopkeepers  converged  with  a  dozen  hounds  on  the 
hills  behind  Cortona.  Huddled  around  a  birch  fire,  they  grilled 
a  breakfast  of  bacon  and  veal  chops  slapped  between  thick  slices 
of  bread.  Earlier,  scouts  with  walkie-talkies  had  studied  boar 
tracks  through  the  woods,  locating  a  promising  mountain 
slope  for  the  morning's  "drive."  By  custom,  any  cinghiak  shot 
are  divided  equally — members  typically  take  home  two  to 
three  pounds  of  solid  meat  from  each  of  the  50  boar  the  club 
kills  each  season.  There  are  ten  such  clubs  in  the  region. 

Aristocratic  hunts  use  the  same  hunting  technique  but 
display  far  more  pomp:  blaring  trumpets,  servants,  a  formal 
lunch.  Ricardo  Baracchi  went  to  one  of  these  the  same  day  I 
flew  home.  He  bagged  five  boar — a  massacre!  Porca  miseria, 
as  the  Italian  exclamation  goes.  This  common  outburst  trans- 
lates literally  as  "misery  of  pigs."  F 


Boar  Havens 


Among  several  inns  and  hotels  in  the  Cortona  area, 
two  in  particular  stand  out. 

II  Falconiere  This  four-star  hotel  offers  not  only  first- 
rate  lodgings  but,  in  fall,  cooking  courses.  Its  12  suites 
and  rooms  generally  are  booked  a  year  in  advance. 
www.ilfalconiere.com. 

La  Locanda  del  Molino  An  unpretentious  country  inn 
run  by  a  chef  famous  for  her  boar  dishes. 
l.locandadelmolino@tin.it.  — R.C.M. 
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ON  FEB. 9, 1943  MICHEL 
Thomas  turned  the 
wrong  doorknob  at 
9  Rue  St.  Catherine  in  Lyon, 
France.  "Kommen  Sie'rein," 
barked  a  uniformed  Gestapo 
agent,  pulling  him  into  the 
room  by  the  scruff  of  his  neck. 
Sitting  behind  a  desk  in  the 
middle  of  the  room  was  none 
other  than  Klaus  Barbie, 
known  as  the  Butcher  of  Lyon 
for  the  torture  and  murder  of 
thousands  of  Jews.  Thomas 
feigned  ignorance  and  replied  in  French: 
"I  must  have  made  a  mistake."  Unless 
Barbie  sincerely  believed  that  Thomas 
couldn't  understand  a  word  of  German, 
he  was  a  dead  man. 

Fifty-seven  years  later  the  tables  have 
indeed  turned.  Thomas  looks  on  en- 
couragingly while  I  try  to  puzzle  out 
how  to  say  "come  in"  in  German — a 
language  I  didn't  know  a  word  of  when 
I  walked  into  his  office  in  New  York  that 
morning.  Thomas  has  promised  me,  as 
he's  promised  clients  from  Grace  Kelly 
and  Barbra  Streisand  to  Bob  Dylan  and 
Francois  Truffaut,  that  he  could  impart 
a  working  proficiency  in  any  of  the  1 1 
languages  he  speaks  in  just  three  days. 

Kommen,  he  has  already  taught  me, 
means  to  come.  Herein  means  in,  but  its 
contracted  form,  'rein,  like  all  sorts  of 
German  prepositions,  can  be  grafted 
onto  a  verb  for  extra  oomph — it's  one 
of  the  things  that  gives  the  German  lan- 
guage such  a  rich  texture.  In  the  imper- 
ative, you  invert  subject  and  verb,  so  Sie 
Kommen  becomes  Kommen  Sie,  in 
which  case,  the  grafted  preposition  gets 
lopped  off  and  stuck  at  the  end.  We've 
covered  all  this  in  our  brief  but  rather 
intense  few  hours  together.  "Kommen 
Sie'rein,"  I  volunteer  proudly,  and  the 
language  master  beams. 

At  the  end  of  three  taxing  but  re- 
warding seven-hour  days  I  actually 
know  enough  to  splash  and  splutter  in 
the  great  pool  of  the  German  lan- 
guage— it's  a  favorite  Thomas  meta- 
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A  brilliant 
teacher  relies  on  recollection- 
his  and  yours— to  help  you 
learn  one  of  II  languages, 
in  just  three  days. 


phor.  I'll  become  a  better  swimmer  on 
my  own — but  by  doing  strokes,  not  by 
reading  swimming  texts. 

Instead  of  starting  with  the  giant 
building  blocks  of  linguistic  structure — 
tenses,  declensions,  gender — and  find- 
ing ways  to  apply  these  principles  to 
speech,  the  way  they  do  in  school, 
Thomas  starts  immediately  with  sim- 
ple phrases.  Before  long, 
there's  a  nucleus  to  enlarge 
upon.  He  builds  communi- 
cation outward  from  there, 
always  drawing  upon  what 
he  has  already  explained, "g^jQ^  f|"yjflg  f0 
like  a  sculptor  packing 
successive  layers  of  clay 
around  an  armature. 

The  teaching  sessions 
are  impressive.  Thomas 
must  literally  remember  just 
about  everything  he  has 
mentioned,  since  he  is  always  working 
outward  from  the  specific  to  the  general. 
He  asks  me  to  translate  a  phrase,  and  I 
look  bewildered.  Yes,  he  prods,  I  used 
one  of  those  words  several  hours  ago. 

Impressive  for  a  man  now  83.  He 
won't  disclose  his  age,  but  I  calculate  it  by 
asking  how  old  he  was  when  he  first  es- 
caped from  the  Gestapo  in  1938,  and  he 
tells  me  21.  Memory  isn't  a  problem  for 
Thomas — if  anything,  there's  maybe  too 
much  memory.  It's  constantly  trigger- 
ing recollections  from  his  extraordinary 
and,  at  times,  painful  life. 

He's  just  asked  me  to  say  "Don't  turn 


Auf  der  Flucht 
erschossen— 


escape, 
Thomas 
teaches  me. 


Michel  Thomas:  remarkabl 
man,  remarkable  life. 

around,"  and  suddenly, 
pauses  and  looks  off.  Thj 
was  what  the  two  Gesta] 
agents  told  him  when  th 
released  him  near  the  G< 
man  border  with  Franc 
He  was  certain  they  mea 
to  shoot  him  in  the  ba 
{auf  der  Flucht  erschossen- 
"shot  trying  to  escape," 
teaches  me).  They  didni 
and  instead  he  made  rj 
way  to  Paris. 

It's  all  laid  out  in  Test, 
Courage,  a  biography 
Thomas  by  British  journj 
ist  Christopher  Robbins,  just  released 
the  U.S.  (Free  Press,  $27.50).  The  bo 
tells  how  the  preternaturally  sensitii 
Moniek  Kroskof,  born  to  a  prospero 
Jewish  family  in  Lodz,  Poland,  creal 
an  elaborate  Proustian  system  of  smel 
sounds  and  colors  to  catalog  and  reta 
every  sensation  of  his  childhood. 
Among  the  strongest  of  these  sen^ 
tions  are  strains  of  an 
Semitism  swirling  aroui 
prewar  Europe.  As  the  inti 
erance  grows,  so  da 
Kroskof  s  stubborn  refu 
to  compromise  his  identi 
Rather  than  escaping  witl 
visa  that  declares  him) 
Christian,  he  even  choo 
to  confront  Le  Vernet  ca 
centration  camp  in  oca 
pied  Vichy. 

That's  only  the  begii 
ning.  Kroskof  (now  Thomas,  his  nom 
guerre)  will  escape  again  and  ultimati 
join  the  Resistance — and  the  U.S.  Am 
in  both  combat  and  counterintelligen 
Things  come  full  circle.  In  Decemb 
1945  he  turns  another  doorknob — tl 
one  leading  to  the  attic  of  a  house 
Ulm,  Germany.  Crouched  in  a  corner 
Gustav  Knittel,  the  SS  major  who  order 
the  massacre  of  U.S.  officers  at  Malma 
Michel  Thomas  tells  me  this  story  as  h 
had  happened  yesterday,  instead  of  hal 
century  ago.  "Sometimes  when  I  remei 
ber  these  things,"  he  says,  "I  astoni 
even  myself."  — I 


A  Quote  for  Every 
Occasion 

More  than  14,000  thoughts  on  the  business  of  life 
now  all  in  one  deluxe  volume 

There  is  no  true,  lasting  success 

in  business,  without  success  in  the  

business  of  living,  of  lifer  ^^LZZ^Z^  - 

— B.  C.  FORBES,  Founder  of  Forbes  Magazine  . 


The 


Forbes 

Book  of 

Business 
Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


A  Gift  for  Every  Occasion! 


V  necessity,  by  proclivity, 
id  by  delight,  we  all  quote." 

RALPH  WALDO  EMERSON 

fe  begets  life.  Energy  creates 
\ergy.  It  is  only  by  spending 
leself  that  one  becomes  rich. 

•SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plus 
shipping  and  handling.  [C14] 


Lb  Order  by  Phone,  Call  Toll-Free:  1-800-876-6556 

FJ8 


FORBESLIFElSMALLPACKAGES 


W  H EELS 


McHotrod 


Do  you  just  love  to  recycle?  Have  a 
long  hike  from  the  office  to  the  parking  lot?  Live  in  Cali: 
fornia?  You're  the  perfect  buyer  for  the  car  Toyota  is  cur- 
rently testing  to  comply  with  the  Golden  State's  mandate 
that  10%  of  vehicles  sold  there  by  2003  must  have  zero 
tailpipe  emissions.  The  2001  E-Com  is  a  cozy  two-seater 
that  operates  on  twenty-four  12-volt  batteries,  and  its 
25hp  magnet  motor  means  you'll  be  cruising  the  office 
parking  lot  at  a  top  speed  of  62  miles  per  hour.  Just  don't 
plan  any  weekend  getaways  down  the  coast.  Recharging 
takes  at  least  three  hours  and  supplies  juice  for  a  60-mile 
jaunt.  Parallel  parking,  however,  is  a  breeze.  Toyota  won't 
say  when  the  car  goes  on  sale, 
or  what  it  will  cost,  but  it 
couldn't  hurt  to  get 
on  the  waiting 
list  now. 
—Lea 
Goldman 


LIVESTOCK 


Whinny-maker 

Did  your  horse  miss  out  on 
Christmas?  If  so,  buy  him  something 
now,  before  he  gets  his  dander  up.  There 
are  cookies— a  variety,  in  fact  (Stud  Muffins, 
Mrs.  Pasture's  Horse  Cookies,  Tally  Oats, 
etc.).  You  could  get  a  Stall-Ball  (a  rubber  ball 
suspended  from  the  roof  of  your  horse's  stall  that 
he  can  bat  around  with  his  nose  to  stave  off  boredom).  There  are 
blankets— but  horses  probably  view  blankets  with  the  same  excite- 
ment that  kids  view  the  gift  of  underwear.  How  about  getting  your 
horse  Rolfed?  Equine  massage  is  nothing  new,  and  many  stables  hi 
someone  on  staff  to  get  the  kinks  out  of  Trigger's  shoulders.  But 
Rolfing?  That's  serious.  And  more  expensive  (as  high  as  $150  per 
session,  compared  with  $50  for  massage).  To  find  an  equine  Rolfeii 
your  area,  call  the  Rolf  Institute  at  800-530-8875.  Do  horses  like  it 
"It's  better  than  sex  for  them,"  says  North  Carolina  horsewoman  De 
Myers.  "Their  heads  droop  down,  and  their  tongues  loll  out."  Hmmn 
Maybe  you  and  Trigger  can  get  a  package  deal.       —Alan  Famhat 


EXHIBIT! 


Cubiclism  If  your  idea  of 

"office  art"  is  taping  snapshots  of 
your  cat  to  your  PC,  then  you  might 
envy  the  achievement  of  Jerry  Irwin, 
of  booze-bottler  Brown-Forman. 

Irwin  spent  many 
happy  hours 
assembling  dozens 
of  painted  (and 
empty)  Jack  Daniel's 
bottles  into  a 
colorful  geometric 
construction  he  calls 
"Bottleweave."  This 
spirited  work  was 
recently  exhibited  to  a  wider 
audience  of  B-F  employees  through  a 
program  called  Art@Work.  Developed 
by  the  Business  Committee  for  the 
Arts,  Art@Work  encourages  employ- 
ees to  share  their  creativity  with 
peers  by  giving  them  temporary 
exhibit  and  performance  space  at 
work.  (Picture  cafeterias  doubling  as 
art  galleries.)  So  far  17  companies  are 
participating,  including  FORBES  and 
Playboy  Enterprises.  (We  suspect 
their  exhibit  was  a  tad  more  revealing 
than  ours.)  Call  212-664-0600 
for  details.  — L.G. 


Gone  Phishin'  Ever  since  Phish,  the  enigmatic  Grate- 
ful Dead-esque  jam  band,  went  on  hiatus  this  fall  after  17  years  of 
touring,  its  phans  have  felt  bereft.  Some  business  executives  are  so 
hooked  on  the  quirky  group  that  they  privately  admit  to  having 
rescheduled  meetings  in  order  to  catch  performances.  Until  Phish 
gets  back  onstage,  here's  a  temporary  phix:  The  Phish  Companion 
(Miller  Freeman,  $23),  an  encyclopedic  archive  of  every  known  set 
list,  beginning  with  the  first  gig  in  1983  (where  a  hockey  stick  doubled  as  the  mi- 
crophone stand)  to  last  October's  finale,  featuring  a  Japanese  version  of  "The  Meatstick,' 
a  Macarena-esque  song  and  dance.  Want  to  know  how  many  shows  the  band  performed 
that  fell  on  a  Tuesday?  (It  was  109.)  Its  most-performed  song?  ("You  Enjoy  Myself,"  454 
times.)  "Gamehendge"— a  musical  fable  performed  so  seldom  it  has  achieved  Holy  Grail 
status— is  here  revealed  to  be  lead  singer  Trey  Anastasio's  thesis  from  his  senior  year  in 
college.  To  order,  call  800-848-5594.  —L.G. 

Gelato  Vanilla?  Chocolate?  It's  been  done.  Throv 
open  the  windows  of  your  imagination  (and  your  taste 
buds)  to  new  possibilities.  Broccoli?  "I  wouldn't  have 
chosen  it,"  says  Charlie  F.  Apt,  owner  of  gelato  and  sorbe 
maker  Ciao  Bella.  But  some  client  did.  To  date  90%  of  th 
customers  placing  special  orders  have  been  restaurants 
O'Nieal's  Grand  Street  Bar  in  Manhattan,  for  example, 
commissioned  a  sinfully  smooth  bourbon-carmel 
confection,  infused  with  Maker's  Mark.  Yum.  There's  no 
reason  why  private  individuals  can't  do  the  same.  Ciao  Bella's  minimum  for  custom 
orders  is  surprisingly  small— 5  gallons  at  $35  each.  That's  the  perfect  quantity  for  a 
large  party,  notes  Apt  aptly.  And  it  sure  would  make  a  novel  gift.  To  ensure  on-time 
delivery,  orders  should  be  placed  at  least  one  week  in  advance  (800-3-GELATO). 
Now  let's  see  ...  pimiento?  —A.F. 
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'  BestjobsUSA.com 


To  advertise  in  this  section  call  561-686- 


We 


Jesus 

Product  Design  Engineer 
New  Concepts  Department 


ie»  of  Ford 

for  its  hist 


Now  he's  helping  to  ensure  its  future. 


For  Jesus,  the  world  of  Ford  Motor  Company 
is  like  a  playground.  His  love  of  cars  is  just  the 
beginning 

You  see,  Jesus  is  part  of  the  team  that  is 
helping  to  shape  the  cars  of  tomorrow. 

His  ideas  and  insights  are  actually  driving  the 
future  of  automobiles. 

Currently  Jesus  is  involved  with  the  testing  of 
electrical  systems  for  advanced  hybrid  electric 
vehicles  What's  next?  For  Jesus,  the  opportunities 
within  the  world  of  Ford  are  virtually  endless. 
And  his  impact  isn't  limited  to  the  workplace. 

As  an  active  member  of  the  Society  of 
Mexican  American  Engineers  and  Scientists, 
Jesus  helps  manage  student  technical  paper 
and  design  competitions  -  both  Ford  sponsored 
programs. 

From  day  one.  his  impact  has  been  tremendous. 
And  his  future  looks  brighter  than  ever  Are  you 
ready  to  make  a  career  move  that  makes  history7 
Then  bring  your  world  to  the  world  of  Ford. 

For  more  information  about  current  career 
opportunities,  visit  our  web  site  at 
mycareer.ford.com.  By  choice,  we  are  an  Equal 
Opportunity  Employer  committed  to  a  culturally 
diverse  workforce. 


^1 


Working  like  a  family. 
Performing  like  a  Fortune  500. 


Envision  your  typical  Fortune  500  company.  Do  you  sec  a  balanced  and 
supportive  family  type  atmosphere?  An  environment  dedicated  to  diven 
built  on  mutual  respect?  An  open  door  policy  that  reaches  into  ever)'  col 
of  the  organization?  Probably  not.  You  would,  however,  if  you  worked  fn 
The  TJX  Companies,  Inc.  Home  to  over  two  thousand  highly  motivate 
successful  and  talented  Associates,  we  are  the  world's  largest  off-price  r<J 
corporation  committed  to  both  personal  and  professional  growth  at  eve 
Boasting  over  $8.8  billion  in  assets,  we  are  the  proud  parent  company  ten 
highly  successful  chains  T.J.  Maxx,  Marshalls,  I  lomeGoods,  A. J. Wright,  \ 
Apparel  Ltd.  in  Canada,  and  T.K.  Maxx  in  Europe.  Bv  working  together,  | 
have  consistently  been  ranked  in  The  Boston  Globe  100  -  The  Best  of 
Massachusetts  Business  for  the  past  5  years. 

We  have  entry-level  through  experienced  positions  available  in  the  foil 

areas: 

'  Information  Systems 
Distribution  Services 


•  Finance 

•  Property  Development 
■  Administrative  Support 


Merchandising 


www.tjx.com 


1  Loss  Prevcnti 
Marketing 
1  Store  Opcrati 
Human  Resol 


IJ\ t:o\in\il  v./.\ 


IknncGoods 

Please  forward  your  resume  to:  The  TJX  Companies,  Inc., 
Attn:  Staffing  Specialist,  Forbes- 1 200,  770  Cochituate  Uoad, 
Framingham,  MA  01701.  Fax:  (508)  390-2650.  Email:  jobs@TJX.c 

We  are  an  apml  opportunity  employer  committed  to  H-orkforce  ifin 


volvo    0  r 


|  LINCOLN     C3J>    Mercury  %  LwuSh 


Providing  solutions 

Join  the  Parsons'  team  and  help  shape  the  future 
in  one  of  the  following  divisions: 

•Infrastructure  &  Technology 
•Transportation 
•Advanced  Technology 
•Communication 
•  Energy  &  Chemical 


Please  visit  www.parsonsjobs.coi 
for  career  opportunities. 


For  more  career  opportunities  -  visit  BestJobsUSA.com 


oymentrpew. 

BestJobsUSA.com 


To  advertise  in  this  section  call  561-6p6-6?r 


THE  CABLE,  CONTENT 
AND  COMMERCE 


SUPERSTAR. 


r 


Sales 


From  day  one,  excellence  became  the  Comcast  watchword. 
Having  led  the  way  in  building  the  networks  now  delivering 
broadband  future  into  homes  around  the  world,  Comcast  is 
committed  to  developing  new  and  exciting  opportunities. 

Through  this  commitment,  we've  captured  Fortune  500 
status,  an  unprecedented  growth  in  market  share,  an 
impressive  association  with  major  names  in  sports  and 
entertainment,  and  a  leading  role  in  delivering  faster 
Internet  service,  digital  services,  and  premier  electronic  retail 
services  worldwide.  Now  we're  looking  for  more  Comcasters 
who  share  our  wholehearted  enthusiasm  for  superior 
performance. 


Legal 
Marketing 

Engineering 

Information 
Technology 

Customer  Service 

Accounting/ 
Finance 

Government 
Affairs 

Public 
Relations 

Comcast 
U  ni  versity 

Human  Resources 


comcast 


To  professionals  as  serious  about  success  as  we  are,  Comcast 
Cable  offers  an  outstanding  compensation  package.  Benefits 
include  comprehensive  health  care  coverage,  free  cable  and 
Internet  services,  401  (k),  educational  assistance,  internal 
career  development  programs,  relocation  assistance,  and  a 
generous  paid  time  off  policy.  E-mail:  jobs@cable.comcast.com 
Attn:  TPFORBES.  Mail:  Comcast  Cable  Communications,  Inc., 
Attn:  TPFORBES,  1500  Market  St.,  Philadelphia,  PA  19102- 
2148.  Fax:  1-877-545-9698. 


WWW.CDMCAST.CaM 


serious  about  success. 


>re  career  opportunities  -  visit  BestJobsUSA.com 


MAY 

The  May  Department  Stores  Company 


THIS  IS  WHERE  IT  ALL  START'S 


...where  differences  are  valued 


...where  talent  flourishes 


...where  goals  are  understood 

...where  determination  prevails 

...where  you  will  find  success 

THIS  IS  WHERE  YOU  WANT  TO  BE 

www.mayeompany.com 


lord  &  taylor 
famous-b! 


it  m:-.-  ■ -.  ,  


K  I  M  S  •  STRAWBRIDGE'S  •  FOLEY'S  •  ROBINSONS-MAY  •  FILENE'S  •  KAUFMAN 
-T..S.  \YRES  •  Ti  ll  JONES  SI  OKI-  •  MEIER  &  1  RANK  •  /.(All  •  DAVID'S  BR  1  DAE 

H IS  I S  W HERE  IT  GETS  GOOD  J 


To  advertise  in  this  section  call  561-686-6800 


BestJobsUSA.com 


BRINGING  MANAGED  CARE 

PHARMACY 

INTO  FOCUS 

lerck  &  Co.  Inc.,  the  world's  #1  pharmaceutical  company 
>  one  of  the  country's  top  employers.  Its  wholly-owned 
ubsidiary,  Merck-MedCO,  the  nation's  leading 
harmacy  benefits  manager,  manages  the  prescription 
enefits  for  over  60  million  Americans  through  its  16 
wned  and  operated  pharmacies  throughout  the  United 
tates.  Merck-Medco  employs  over  2,500  pharmacists. 

;  you  are  a  pharmacist  who  wishes  to  be  involved  in 
elivering  high-quality  pharmaceutical  care  and  if  you 
rant  to  grow  and  develop  your  career,  Merck-Medco  is  the 
ompany  for  you! 

For  more  information  please  call  201.269.7210 
or  visit  our  website  at  www.merckmedco.com 
Ve  are  an  Equal  Opportunity/Drug-Free  Employer,  M/F/D7V 

#►%  Merck-Medco 

Managed  Care,  L.L.C. 


\6< 


iter  a  whole  new  world 
opportunity. 


Put  your  career  on  a  fast 
climb  and  help  us  continue  I 
to  set  the  industry  standard 
in  information  technology. 

•  UNIX  -  C,  C++,  Administration, 
Engineering,  Informix  DBAs 

•  NT  Workstation  -  VB,  VC++,  Java 

•  IBM  Mainframe  -  COBOL,  CICS, 
DB2  &  IMS  DBAs 

•  Networking  -  Ethernet,  VSAT, 
Frame  Relay,  ATM 

•  Telecommunications 

Ready  to  do  it  all? 
Interested  candidates  should 
forward  a  resume  to: 

Wal-Mart  Information 
Systems  Division; 
Attention:  Recruiting 
Department  ITC;  702  S.W. 
8th  Street;  Bentonville,  AR 
72716-90S0;  Fax: 
801-273-6879;  E-mail: 
mawinbe@wal-mart.com. 
For  more  information,  call 
toll-free:  1-888- JOBS-IS  D 
or  check  out  our  career 
page  at: 

www .  walmartstor  es .  com 

k 
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WAL-MART 


/I/here  ai/e  die" 
best  [:£C_:l£ 


Analog  Devices 


Others  are  beginning  to  notice 
what  we  already  know  - 
we  are  an  Employer  of  Choice! 
We  believe  this  is  because  our 
management  philosophy 
encourages  personal  fulfillment, 
individual  freedom  and 
professional  development. 

We  develop,  manufacture, 
and  market  high-performance 
integrated  circuits  (ICs)  used  in 
analog,  digital  and  mixed  signal 
processing  applications. 

With  22  locations  around  the 
world  and  over  2.5  billion 
dollars  in  annual  revenue, 
we  are  a  leader  in  our  industry 
and  we  are  growing! 


The  Brand  in  Demand: 
The  Fastest  Growing 
Analog  and  DSP  Supplier. 

WWW.ANALOG.COM 


► 


ANALOG 
DEVICES 


>re  career  opportunities  -  visit  BestJobsUSA.com 


iLniploymentneview, 

*  BestJobsUSA.com 


To  advertise  in  this  section  call  561-686-1 
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Vl3Ji  aw  NEW  ONLINE  CAREER  CENTER 

mid  ^pJur^ 

■  Current  opportunities 

■  How  to  join  our  team 

■  Management  training  programs 


We  have  openings  all  over  the  country  and 
accommodate  employees  who  need  to  transfer 
or  want  to  move  to  new  markets. 


GO  TO  T0LLBR0THERS.COM  &  CLICK  ON  CAREERS! 

3103  Philmont  Avenue 
Huntingdon  Valley,  PA  19006 
TQL  215-938-8000 

An  Equal  Opportunity  Employer 


ES5Q9 

NYSE 


It's  a  long  way 
to  the  top. 

Care  for  a  lift? 
BestlobsUSA.com 

Whatever  your  mission,  we're  the  vehicle  that'll  take  you 
further.  From  gaining  that  much  needed  experience  to 
getting  what  you're  really  worth,  there's  no  better  place  to 
explore  new  frontiers  than  with  BestJobsUSA.com.  As  a 
leading  job  bank  and  recruitment  resource 
.  center,  we  offer  a  wide-open  list  of 

/"^  f  x      job  opportunities  in  virtually  all 

industries  -  from  accounting  to 
aeronautics,  if  there's  a  need,  it's 
,    here.  And  with  our  free  resume 
postings,  customized 
searches  and  real 
'world  resources, 
you  can  rest  as- 
sured that  you've 
landed  in  the 
right  place, 
fl  BestJccsUSAccm. 
ftf  Mission  accom- 
T  plished. 

BestJobs 


Seize  the  opportuml 


and  discover  the  differen 


We  don't  believe  in  being  in  the  right  place  at  the  right  time.  Vi 
exceptional  opportunities  at  hand,  we  seek  exceptional  people 
We've  remained  a  leading  global  investment  company  for  ovei 
years  because  we  understand  the  needs  of  our  people.  At  Fran 
Templeton,  it's  not  just  about  benefits.  It's  about  knowing  then 
more  to  life  than  9  to  5.  It's  about  having  faith  in  the  people  wi 
hire.  And  ultimately,  it's  about  preserving  our  greatest  asset  - 
employees. 

In  addition  to  offering  exceptional  opportunities  and  a  unique  work  enviroi 
we  provide  generous  benefits  to  make  sure  all  of  our  employees  are  rewari 
for  their  dedication  and  hard  work. 


•  Company  paid  insurance  for  employees 

•  Profit  Sharing  Plan  with  401 K  feature  and  company  match 

•  Purchase  of  Franklin  Templeton  Funds  with  no  sales  charge 

•  Employee  Stock  Investment  Program 

•  Employee  incentive  programs 

•  On-site  training 

•  Tuition  reimbursement 

•  Employee  Assistance  Program 

•  Flexible  work  schedules 

•  Standard  work  schedule  of  37.5  hours  per  week 

•  Business  casual  5  days  per  week 

•  On-site  fitness  center 

•  Life  benefits  available  at  a  discount  rate  including  long-term  care 
insurance  and  home  owner's  insurance 

•  Employee  Services  Center  including  a  company  store  and 
on-site  convenient  services 

•  On-site  cafeteria 

For  a  complete  listing  of  career  opportunities,  visit  our  web  site  at 
www.franklintempleton.com. 

For  consideration,  candidates  should  send  a  resume  and  salary 
requirements,  including  job  code  P001-001-FORB  to  the  following: 


St.  Petersburg,  FL 

Fax:  727-299-8740 

Email:  careersstp@templeton.com 

Ft.  Lauderdale,  FL 

Fax:  954-527-2145 

Email:  careersftl@templeton.com 


San  Mateo,  CA 

Fax:  650-312-3655 
Email:  careers@frk.com 

Rancho  Cordova,  CA 

Fax:  916-463-1560 
Email:  careersrc@frk.con 


EOE,M/F/E 


FRANKLIN  TEMPLETON 
INVESTMENTS 

St.  Petersburg,  FL  /  Ft  Lauderdale,  FL  /  San  Mateo,  CA  / 
Rancho  Cordova,  CA  /Toronto/  Edinburgh  /  Nassau  /  Hong  Koj 


For  more  career  opportunities  -  visit  BestlobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


Best)obsUSA.com 


'jjjjM  access  leverage  capitalize 

JH^^wl^makes  inform^^^.. 


You've  got  data!  You  need  answers!  EMC  makes  the  world  of  information  come  alive!  In  fact,  2/3 
of  the  world's  information  comes  alive  at  EMC.  We  also  make  careers  come  alive.  Join  EMC  —  a 

2001  Forbes  Platinum  400  Company,  and  a  Fortune  500  Superpower. 

Engineering  &  Development    IS/lnternet  Technology 
Marketing/Sales/Services  Manufacturing 

For  more  information  on  these  and  other  opportunities,  check  complete  job  listings  and 
descriptions  on  www.EMC.com,  Interested  candidates  should  forward  resumes  to: 
resumes@EMC.com,  with  FORB/100  in  the  subject  line!  (Word  or  txt  files  only,  please.) 

EMC  Corporation  is  an  affirmative  action,  equal  opportunity  employer  that  values  the  strength  diversity  brings  to  the  workplace. 


www.EMC.com 


EMC2 

where  information  lives 


we  offer  vou  the 

•elta  Air  Lines,  our  advantage  is  our  people.  Delta's  commitment  to  sustaining 
Hence  in  customer  service  and  performance  speaks  directly  to  the  quality  of  our 
l.  In  fact,  we've  achieved  a  powerful  competitive  advantage,  positioning  Delta  as 
nost  efficient  major  network  carrier.. .the  largest  U.S.  airline  based  on  aircraft 
irtures  and  passengers  enplaned.  Internationally,  we  are  the  leader  across  the 
th  Atlantic,  and  we  are  rapidly  expanding  our  global  presence  with  a  route  network 
ring  50  foreign  countries. 

a  believes  diversity  among  its  people  provides  a  powerful  opportunity  to 
igtlien  organizational  performance  by  utilizing  the  wealth  of  knowledge  and 
ing  experiences  possessed  by  our  personnel  throughout  the  world.  Delta 
agement  has  undertaken  a  number  of  initiatives  to  support  our  commitment  to 
rsity,  remove  barriers,  and  increase  the  fundamental  level  of  trust  and  mutual 
:-ct  among  our  employees.  This  philosophy  unites  us  in  a  common  goal  —  to  be  the 
If  in  the  airline  industry. 

pply  for  Career  Opportunities  with  Delta  Air  Lines,  please  visit  our  website  at: 

www.dclta.com/inside/employment 


A  Delta 


>< 


'e  career  opportunities  -  visit  BestJobsUSA.com 


Life  is  our  life's  work. 

Would  you  like  to  make  it  yours? 


u 


1  wL\ 
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I  BEST  COMPANIES  TO  WORK  f  \ 

FORTUNE 


We  have  a  formula  no  other 
pharmaceutical  company  can  duplicate. 
Our  ingredient  for  success— our  people. 
Fortune  magazine  has  named  Pfizer  one  of  the 
best  companies  to  work  for  in  America. 
Pfizer  ranked  number  20  on  Fortunes  top  100  list, 
the  highest  in  the  pharmaceutical  industry. 
Our  name  is  synonymous  with  innovation  and  success. 

If  yours  is  too.  consider  joining  our  team. 
Visit  us  at  www.pfizer.com  or  send  your  resume  to: 
Pfizer  Inc,  235  E.  42nd  St.  4-42,  New  York,  NY  10017. 

Pfizer  is  an  Equal  Opportunity  Employer. 


2000 


Life  is  our  life's  work. 


Advertisement 


Luxury  Yachting 

entA  Greek  — 
Cruising  Palace 

And  sail  among  the  4,000  Greek  islands 

THEN  YOU  CAN  SELECT  YOUR 
MMWN  ENVIRONMENT,  YOUR  OWN 
SCENERY,  YOUR  OWN  ISLAND! 

Charter  a  mocor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50 
ests,  from  50'  to  200'  and  $700  to  $20,000  per  day  for  entire 
ht  with  its  full  crew)  from  VALEF  YACHTS,  agents  for 
argest  fleet  of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN 
BEING  ON  A  CRUISE  SHIP 

BUT 

M^Hf  You  can  plan  your  own 
itinerary  with  your  own 
captain 

•  Your  food  with  your  own  chef 
Headquarters:  7254  FIFRd.,  RO.B.  385,  Ambler^A  19002  U.S.A.   *  Your  drinks  with  your  own 
rel:  (215)  641-1624  •  (215)  641-0423  •  (800)  223-38-45  •  Fax:  (215)  641-1746  ^mm  mmnTrvnu 

i-mmk  VALEF@ix.netcom.com  •  Website:  VALEFYACHTS.com 


Internet, Services 


rofessional  Web  Hosting 

519/mo,  with  many  FREE 
jatures.  We'll  answer  your 
uestions  and  help  you  join 
le  E-commerce  revolution. 
ww.softwareworkshop.com 
(315)  635-1968 


Domain  Names 


For  Sale 


Partners.com 

VC  /  Business  Mkiplace,  B2B,  Entertainment  /  TV 
"Partners  in  Technology".  Singles  Portal,  Etc. 

1.2  million 

Visit  www.Partners.com 


Executive  Gifts 


3r  information  and  rates  on  advertising  in  the  next 
jrbes  Business  Classified  Section 
intact:  Media  Options  (1-800-442-6441  for  ad  rates 
ad  information  only) 

ax:  1-973-694-8371  E-mail:  mediopt@aol.com 


harge  Your  Ad.., 


VISA 

i  L©  J 

lion  and  .delivery  -  guaranteed! 


>rbes  Subscriber  Service...  To  order,  change  address  or  other  customer  service,  call  1  -800-888-9896 


Financial  Services 


Business  Opportunities 


Receive  Value  Line 
for  only  $55 

Am  lnlrodiu  tory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library  —  Value  Line  s 
most  recent  Ratings  and  Reports  on  1  700  stocks  and  the  practical  guide 
How  to  Invest  in  Common  Stocks   You  will  also  receive  analyses  of  about 
130  stocks  each  week  for  10  weeks  for  $55  Available  only  once  every  three 
years  to  any  household    SPECIAL  BONUS:  J.K.  LASSERS  YOUR  INCOME 
TAX  2001.  This  Indispensable  guide  covers  all  new  tax  law  changes  as  well 

as  tax-planning  and  money-saving  strategies    Hundreds  of  examples  and 
Icons  highlight  key  points    Also  Included  with  the  guide  Is  a  free  supplement 
Willi  usable  forms  and  laic-brcaklng  tax  news   A  SI 4  95  value  -  yours  free 
.with  your  Value  Line  subscription  while  supplies  last  Your  subscription  may; 
be  tax-deductible,  consult  your  lax  advisor  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or 

CALL  TOLL-FREE  1-800-535-9651 

BONUS  CODE    516NFZJ08    American  Express,  MasterCard.  Visa  or  Discover 
jrs  a  day.  7  days  a  week  II  you  are  not  completely  satisfied  return  all  materials 
ood  condition  within  30  days  from  the  start  of  your  trial  subscription  for  a  full 
=fund  of  your  fee  Allow  A  weeks  lor  delivery  i-oreign  rates  upon  request 
Order  Online  at  www.valueline.com/ads/f5jnf 

^^The  Value  Line  Investment  Survey 

PO  Box  3988. New  York  NY 
10008-3988 


Health  Products 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 
on  N  EW,  guaranteed 
'  seatand  back  supports 
'V>^  designed  by  a  leading 

-       back  pain  specialist. 

Posture  Education 

15  Parkway,  Katonah,  NY  10536 
vww.postureeducation.com 


CALL  TOLL-FREE  I •800-392-0363 


South  Carolina 


kiawah.com  ~~<r 


Free  28-Page 
Color  Guides  to 
Great  Beach 
Vacations 


Kiuwnti 


» 


1-800-247-5050  -Ao  «  271 

Near  Historic  Charleston.  SC 
Kiawah  •  Seabrook  •  Isle  of  Palms 


Forbes 

Subscriber  Service 

To  order,  change  address 


other  customer  service, 
call  1-800-888-9896 


For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Charge  Your  Ad...  vfsA 


SOVER  THREE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  lo  Small  Retail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  Sell 
1 -800-999-SALE  •  1-972-980-9969 
www.gwbs.com 

GREAT  WESTERN  BUSINESS  SERVICES,  INC. 


NATIONWIDE 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


MAKE  BIG  $  $  $ 

HEPARINS  CUMKSmWimSHIHOS 


Usa/Canada 


|  www.glassmechanix.com  | 


e-incorporate. 


•  Registered  agent  services 
•U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  vou're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


OFFSHORE 


♦Companies  foiaJwi<1! 
♦Banking  co?!^ 
♦Credit  Cards  i  a 

♦Privacy  Q*Pltal  AsSCt 

J  Management 

(800)  710-0002     Free  Brochure 
Visa/MC/Amex  www.assetprotcction.coni 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 
800-733-2191 


BUSINESS 
PARTNER 


Ex-lawyer  needs  associates  to  ofl 
unique  financial  sen/ices  to  maiji 
clients  lawsuit-proof.  All  the  loer 
appointments  you  can  handle.i 
State-of-the-art  marketing  tools! 
Huge  demand.  Extremely  high) 
income  with  lifetime  residuals  ij 

multi-billion  dollar  market. 
Candidates  must  be  bondablei 
have  outstanding  references  an 

good  communication  skills. 
24-hr.  recording  (800)  653-4491 


Online  Education 


Online  Financial 
Planning  Educatic 


Enhance  your  opportunil 
by  training  for  success 
this  growing  industry.  Kafl 
College's  regionally  accredl 
online  Certificate  in  Finanl 
Planning  combines: 

•  24/7  worldwide  accessibili 

•  Interactive,  self-paced  stu\ 

•  Renowned  facultv 

•  Financing  options  availabl 


Call  for  a  catalog:  877-758-6 


#f#\  Kaplan 

rfig^gS?)  www.kaplancollege.edd 
feSgBSy  infofp@kaplanro!legej 

x^cou^  Kaplan  CtAteite  is « 
Kaplan,  fnc/Wajfiingion  Pom  Compart 


SMALL  ADS  BRINC 

BIG 

RESULTS 

Call:  Media  Option 
1-800-442-644 

Forbes  Business  Ciassifi 


Forbes  Subscriber  Service. ..To  order,  change  address  or  other  customer  service,  call  1-800-888-9896 


Rid  your  home  of  varmints  and 
pests  once  and  for  all,  ivith... 

Rodelsonix  IX 
only  $69** 


*Bnt  read  iiiis  ad  for  an  even  better  deal! 

Mice,  rats,  roaches,  bats, 
fleas,  spiders  and  other 
pests  and  varmints  make 
life  miserable  at  home  or  at  the  ^ 
plant.  Old-fashioned  traps  and  •Rodt>l^,nix  J* 

1  .  i      r   .i  i         is  cm  uuiiisSnm-hnv  unit,  the  most  mm-' 

pOlSOnS   get   rid   Of  them—but  powerful^  am  get.  It's  a  Immmtc,  clean,  and 
Only  temporarily.  Rodelsonix  IX  ef^ctwe  system  to get  rid  oj 'your  pests -once  and for  all. 
delivers  a  tremendous  blast  of  ultrasound — inaudible  to  vou  and  your 

?ets — that  totally  disrupts  the  nervous  systems  of  these  critters. 
hey'U  leave  your  home  within  just  a  few  weeks — and  they'll  never 
return.  Rodelsonix  IX  is  an  industrial-type  unit,  designed  and  engi- 
neered to  be  effective  in  restaurants,  factories  and  food-processing 
plants.  It  protects  up  to  10,000  sq.  ft.  (70,000  cu.  ft.).  It  has  six  vari- 
able pitch  and  "loudness"  settings.  You  can  even  use  it  outdoors  to 
keep    larger    pests,    such    as    raccoons    or    rabbits    at  bay. 

*And  here  is  the  "even  better  deal":  Buy  two  Rodelsonix  IX  for  $139.90  and 
we'll  send  you  a  third  one,  with  our  compliments — absolutely  FREE! 

You  may  order  by  toll-free  phone,  by  mail,  or  by  fax  and  pay 
by  check  or  Visa/ MasterCard.  Please  give  order  number 
M007F865  Add  $4.95  for  one  or  $9.90  for  three  ship. /ins. 
and  sales  tax  for  CA  delivery.  You  have  30-day  refund  and 
one-year  warranty.  We  do  not  refund  postage.  For  customer 
service  or  wholesale  information,  please  call  (415)  643-2810.         2360  Third  St.,  San  Francisco,  CA  94107 


©  Order  by  toll-free  phone:  (800)  797-7367  or  (fastest!)  by  fax:  (415)  643-2818  ® 
Visitourivebsiteativwiv.haverhills.com 


I  since  1967 


® 


Domains  For  Lease 


Legal  Services 


components.com  ■ 


We  lease  sub-domains 

(industry). components. com 
(your  company),  components. com 
(yourcompany  )(induslry).componentsco 


Corporations,  Ltd.  Partnerships.  LLCs 
Offshore  Trusts,  C  orps.,  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacy 
•Tax  Savings  •  Estate  Planning 


Pmfe 


at  •  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

Visit  www.components.com  for  info  ^  714-544-0622  •  www.searsatty.com 


Domains  For  Lease    j  ^Charitable  Organization 


QoS.com 


We  lease  sub-domains 
(industry). QoS.com 

(yourcompany).  QoS.com 

(yourcompany).  (industry).  QoS.com 


Visit  www.QoS.com  for  info 


Help  support  Pediatric  AIDS  and  Breast 

Cancer  patients.  Cash  and  other  tax- 
deductible  donations  needed.  Non-profit, 
501  (c)(3)  charity.  Toll-free  (866)  250-1959 

www.outoftheclosetinc.com 
outoflheclosetthrif1stores@yahoo.com 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  561 -627-71 10 


Hair  Restoration 


The  Natural  Decision 


Out  of  the  Closet  Thrift  Stores  |2h 


MEDICAL  HAIR 
RESTORATION" 

MORE  THAN  30  LOCATIONS  NATIONWIDE 

Co//  for  a  free  Video  &  Brochure 

11-888-889-7703 

f.  medicalhairrestoration.com 


Forbes  Subscriber  Service...  To  order,  chanae  address  or  other  customer  service,  call  1-800-888-9896 
For  information  and  rates  on  advertising  in  the  next  Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates  &  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


/  s  receivers  of  advice,  children  are  as  hopeless  as  hapless  parents  are  helpless  not  to  give  it. 

Some  of  the  most  memorable  literature,  though  often  hackneyed  into  triteness,  is  the 
M        JL.writings  of  fathers  to  sons.  Before,  between  and  since  Lord  Chesterfield's  l  etters  and 
Kipling's  "If,"  there  has  been  some  really  good  stuff  written.  And,  of  course,  ignored.  Since  Adam  and  Eve 
began  this  whole  parenting  thing,  it  would  seem  that  young  offspring  have  differed  not  one  whit  from  the 
way  you  and  I  responded  to  the  admonishments  and  advice  of  our  parents.  — MALCOLM  FORBES  ( 1986) 


If  Mr.  Vincent  Price  were  to  he 
costarred  with  Miss  Bette  Davis  in  a 
story  by  Mr.  Edgar  Allan  Poe  directed 
by  Mr.  Roger  Corman,  it  could  not 
fully  express  the  pent-up  violence 
and  depravity  of  a  single  day 
in  the  life  of  the  average  family. 

— QUENTIN  CRISP 

Family  quarrels  are  bitter  things.They 
don't  go  according  to  rules.  They're 
not  like  aches  or  wounds;  they're  more 
like  splits  in  the  skin  that  won't  heal 
because  there's  not  enough  material. 

— F.  SCOTT  FITZGERALD 


He  that  loves  not  his  wife  and  children 
feeds  a  lioness  at  home, 
and  broods  a  nest  of  sorrows. 

—JEREMY  TAYLOR 


Man  is  the  head  of  the  family, 
woman  the  neck  that  turns  the  head. 

—CHINESE  PROVERB 


A  brother  offended  is  harder  to  be 
won  than  a  strong  city:  and  their 
contentions  are  like  the  bars  of  a  castle. 

—PROVERBS  18:19 


An  ounce  of  blood  is  worth  more 
than  a  pound  of  friendship. 

—SPANISH  PROVERB 


In  our  family,  as  far  as  we  are 
concerned,  we  were  born  and  what 
happened  before  that  is  myth. 

—VS.  PRITCHETT 


All  happy  families  resemble  one 
another,  but  each  unhappy  family 
is  unhappy  in  its  own  way. 

—LEO  TOLSTOY 


Families  break  up  when  people 
take  hints  you  don't  intend 
and  miss  hints  you  do  intend. 

—ROBERT  FROST 


A  successf  ul  marriage  is  an  edifice 
that  must  be  rebuilt  every  day. 

—ANDRE  MAUROIS 


Sometimes  when  I  look  at  all  my 
children,  I  say  to  myself,  "Lillian, 
you  should  have  stayed  a  virgin. " 

—LILLIAN  CARTE1 


Even  a  secret  agent  can't  lie 
to  a  Jewish  mother. 

—PETER  MALKR 


Other  things  may  change  us,  but 
we  start  and  end  with  the  family. 

—ANTHONY  BRAND' 


The  awe  and  dread  with  which  the 
untutored  savage  contemplates  his 
mother-in-law  are  amongst  the  most 
familiar  facts  of  anthropology. 

—JAMES  G.  FRAZE1 
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Fujitsu,  a  $50  billion  global  provider  of  IT  and  telecommunications  solutions,  we  approach 


every  Internet  challenge  individually.  With  60,000  IT  service  and  support  professionals  and 


operations  in  over  100  countries,  no  matter  where  you  are,  we're  right  at  your  side.  Observing 


your  business  from  your  perspective.  Understanding  your  objectives.  Responding  to  your 


customers.  And  selecting  from  our  complete  range  of  leading-edge  solutions  the  unique 


combination  that  will  deliver  tangible  business  results  for  your  business.  A  one-to-one  solution 


designed  specifically  for  you.  It's  not  just  the  way  we  conduct  business.  It's  in  our  genes. 


Fujfrsu 
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www.fujitsu.com 
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Once  again,  today  has  arrived.  And  it  brings  with  it  the  same 
meetings,  the  same  problems,  and,  in  many  cases,  the  same 
solutions.  Unfortunately,  many  of  those  same  solutions  aren't 
working.  Because  business  has  been  transformed  by  the  little 
letter  e.  And  the  technology  that  was  once  the  domain  of 
twentysomethings  with  a  website  and  a  warehouse  in  their 
garage  is  now  an  integral  part  of  every  business.  Fortunately, 
however,  the  same  principles  that  made  for  good  management 
before  still  make  good  eBusiness  sense.  Of  course,  that's  a  lot 
more  difficult  now  that  your  business  isn't  contained  by  four 
walls  and  needs  to  be  accessible  anywhere,  anytime,  for 
anyone.  That's  why  it's  more  important  than  ever  to  have  the 
very  best  software.  Software  that  manages  your  business 
processes- integrating  all  parts  of  your  company,  including 
suppliers  and  partners,  to  make  sure  that  they're  working 
together  seamlessly.  Software  that  manages  information - 
storing,  accessing,  and  utilizing  the  vast  wealth  of  knowledge 
that  you  continually  gather  about  yourself  and  your 
customers.  Software  that  manages  your  infrastructure - 
maintaining  and  securing  your  assets  while  letting  you  see 
the  big  picture  to  ensure  that  everything  keeps  running 
smoothly.  There's  no  doubt  about  it.  Things  have  changed. 
But  that  just  means  there  will  be  new  solutions  to  the 
old  problems.  And  we  think  that's  a  change  for  the  better. 
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New  money  is  different 
than  old  money. 
For  one  thing,  it's  younger. 

Are  you  certain  about  where  you 
and  your  new  money  are  headed? 
Phoenix  has  been  showing  people 
innovative  new  directions  for 
nearly  150  years.  We  understand 
that  making  money— and 
knowing  what  to  do  with  it- 
are  two  different  skills.  It's  one 
reason  high  net- worth  people  and 
their  adyisors  turn  to  Phoenix  for 
help.  To  learn  more  about  how 
Phoenix  could  be  helping  you, 
contact  your  financial  advisor  or 
visitwww.phoenixwm.com. 
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Newsbits 

The  Year  Ahead 

January  is  the  time  for  resolutions  and  predictions.  It's  easy  to  target  the 
low-hanging  fruit,  like  the  continued  slump  in  the  tech  market  and  the  de- 
cline in  the  PC  business.  But  what  else  do  we  see  in  our  crystal  ball? 
ASP  Rental  Market  Goes  Flat:  Application  service  providers  like  Corio  have  an 
attractive  proposition,  but  too  many  companies  have  entered  the  rental  busi- 
ness. Intel-backed  Pandesic  went  down  the  tubes  last  summer.  Look  for 
some  pain  in  this  category  during  the  first  half  of  the  year. 
Management  Consulting  Gets  Trendy— Again:  It's  already  happening  in  the  hall- 
ways of  business  schools,  where  the  appeal  of  Internet  startups  has  started  to 
fade  and  students  now  joke  that  B2C  stands  for  Back  to  Consulting.  Tradi- 
tional management  consultants,  not  Web  consultancies,  have  had  a  hard 
time  recruiting  for  the  past  four  years.  They  now  seem  solid,  not  stodgy,  and 
a  prolonged  economic  downturn  will  only  help  their  business. 
7b  see  all  ten  predictions  for  2001,  go  to  www.forbes.com/2001predictions. 


The  New  Z 


Every  sports  car  fan  in  the  world  will  be  watching  this  year's  North  Ameri- 
can International  Auto  Show  in  Detroit,  when  Nissan  finally  reintroduces  its 
new  Z  car  on  Jan.  8.  Only  a  few  people  have  ever  seen,  let  alone  driven  the 
car.  Controversy  is  already  stirring  that  its  design,  rumored  V-6  engine  and 
$25,000  price  tag  may  not  five  up  to  expectations.  The  rebirth  of  a  legend  or 
a  flop?  See  for  yourself  here  first  at  Lifestyle.  — Michael  Frank 
To  see  images  of  the  new  Z,  come  to  www.forhes.com/lifestyk  on  Jan.  8. 
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What  do 


you 


want  the 


Internet  to  be? 


\jsyfintll.' 


-John  Woo, 


WiTel  ess 
Internet 


We  couldn't  have  captured  it  better,  Mr.  Woo.  Which  is  why  we're  building  the  new, 
high-performance  Internet  -  The  Wireless  Internet.  It  combines  the  mobility  of  our 
No.  1-ranked  Wireless  Internet  architecture*  with  the  speed,  reliability  and 
city  of  our  industry-leading  Optical  Internet  backbone.  Increasing  operating  margins  up  to 
o  for  service  providers  over  the  next  five  years.  And  enabling  bandwidth-hungry 
;iness  applications  over  next-generation  wireless  networks.  To  do  business 
lessly  as  effectively  as  you  can  in  person,  come  together,  right  now  with  Nortel 
works'"  And  make  the  Internet  whatever  you  want  it  to  be.  nortelnetwoTks.com  fMEZ  I  tY^^IxIxO 


NORTEL 


woriis,  the  Nortel  Netwotks  logo  and  the  Globemark  are  trademark!  of  Nortel  Network!  "What  do  you  want  the  Internet  lo  be?"  ft  a  service  mark  ol  Nortel 
02001  Nortel  Networks  All  rights  reserved  'Yanket  Group  and  Heruhel  Shoittck  Anociatn  ltd- 
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Any  community  affected  by  industrial  activity 

deserves  to  be  heard.  That's  one  reason  we 

initiated  the  International  Code  of  Ethics  for 

Canadian  Business.  It  covers  community 

Communities  have  always         participation,  as  well  as  business  conduct, 

sent  loud,  clear  messages.  We  listen.        human  ri9hts-  emP|oVee  health  and  safetV< 

and  environmental  protection.  Having  developed 

and  upheld  the  Code,  we  can  attest  to  its 

benefits,  including  a  positive  impact  on 

long-term  profits. 
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Sun  and  the  Net  Shares  of  Sun  Microsystems,  a  pr: 
vendor  of  Internet  hardware,  have  fallen  50%  from  tl| 
high.  Is  the  stock  oversold? 
In  the  story  by  Daniel 
Lyons  on  page  82  the  two 
men  running  Sun  make 
the  case  that  their  com- 
pany will  emerge  un- 
scathed from  the  dot-com 
crash.  Lyons  is  admiring  of 
the  company's  extraordi- 
nary accomplishments, 
but  also  aware  of  its  vul- 
nerabilities. He  was  early 
with  coverage  of  bugs  in 
Sun's  servers  and  of  ram- 
pant discounting  by  its 
salesmen. 

Unindicted  Conspirators  Take  a  look  at  what  is  go 

on  in  the  cigarette  business,  as  described  by  Doug  Dono\ 
on  page  62.  Greedy  state  governments,  greedy  tort  lawy 

and  greedy  tobac 
companies  are  jacki 
up  the  price  of  cigaretl 
To  make  their  price-f 
ing  scheme  work,  tr 
have  outlawed  compe 
tion  from  new  manuf. 
turers.  The  victims 
tobacco-addicted  ci 
zens,  a  disproportion 
number  of  them  frc 
lower-income  groups.  Where  are  those  "consumer  ad\ 
cates"  who  keep  getting  quoted  in  the  newspapers  on  ott 
subjects?  Why  are  they  so  quiet  about  this  cartel? 

The  New  Energy  Crisis  Do  we  have  another  series  I 

energy  shortages  looming?  Or  only  a  reluctance  by  poli 
cians  to  let  prices  rise  to  a  market-clearing  level?  Beginni 
on  page  98  Daniel  Fisher  looks  at  the  spike  in  natural  g 
prices  and  Rob  Wherry  examines  the  California  electric: 
mess.  On  page  102  RiShawn  Biddle  shows  that  there  is  i 
shortage  of  foolishness  when  the  government  tries  to  sol 
an  energy  crisis. 
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Don't  Count  'Em  Out  Yet 

"The  Eparty's  Over"  (Dec.  11,  2000,  p. 
144)  was  classic  Silicon  Valley  nonsense. 
One  business  out  of  14  in  the  incubator 
has  failed.  Tombstones?  Sounds  to  me 
like  Ecompanies  is  doing  a  great  job! 
Ignoring  the  madness  of  1999,  any  sea- 
soned venture  capitalist  working  in  the 
"first  money  in"  space  will  tell  you  that 
as  many  as  a  quarter  of  seed-stage  star- 
tups are  expected  to  fail.  How  can  you 
imply  that  not  taking  any  startups  pub- 
lic after  just  18  months  represents  some 
kind  of  failure?  Eight  seed-stage  busi- 
nesses that  have  successfully  achieved 
second-round  funding  despite  one  of 
the  toughest  technology  markets 
in  memory;  14  new  businesses 
launched — sounds  like  damn  good 
progress. 

NICK  BATCHELOR 
Melbourne,  Australia 

Gold  Finger 

I  enjoyed  lames  Grant's  "All  That 
Glitters"  (Dec.  25,  2000,  p.  301)  on 
gold  analyst  John  Hathaway.  The  tim- 
ing of  your  article  may  be  fortuitous. 
It's  about  time  some  financial  writers 
broke  ranks  and  started  to  evaluate 
unpopular  alternative  investments  in 
the  midst  of  the  current  tech  stock  de- 
bacle. And  Grant  is  to  be  commended 
for  this.  In  my  opinion,  gold,  though 
not  currently  fashionable,  ranks  high 
among  alternative  investments.  And 
when  viewed  as  a  historical  invest- 
ment with  a  long  time  horizon,  it  is 
one  insurance  policy  that  has  proven 
itself  time  and  time  again  over  any 
paper  investment. 

ALLAN  CUMMINGS 
Burnaby,  B.C. 
Canada 

Cars— The  Old-Fashioned  Way 

Re:  "Confessions  of  a  Car  Dot-Com- 
mer"  (Dec.  25,  2000,  p.  92).  Great 
story!  I  am  just  a  dumb  old  car  dealer 
doing  it  the  old-fashioned  way.  I  talk 
to  my  customers — one  to  one — and 
try  to  find  a  car  that  fulfills  their 
needs.  Of  much  great  advice  my  fa- 


Blanket  Statement 

Re:  "So  Sew  Me"  {Dec.  25,  2000, 
p.  90).  Not  all  quiltmakers  are 
grandmothers — or  even  grand- 
motherly— and  certainly  the 
church  bazaar  is  not  our  only 
venue.  Copyright  issues  are  as 
important  to  us  as  they  are  to 
any  artist.  But  the  tone  of  the 
article  was  demeaning  to  pro- 
fessional quilt  artists. 

MAUREEN  BARDUSK 
Hinsdale,  III. 


ther  gave  me  when  entering  this  busi 
ness,  the  one  anecdote  that  I  alway 
remember:  "This  business  is  nq 
about  the  cars,  it  is  about  people.  Th 
cars  are  merely  the  catalysts  that  brin 
people  together." 

JONATHAN  K.  CHERNEl 
Presiden 

Cherner  Automotive  Grouj 
Vienna,  V6 

Pigskin  Debate 

I'm  very  disappointed  in  "Three  Cheer 
for  a  Cartel"  (Dec.  25,  2000,  p.  98). 
have  always  appreciated  FORBES  maga 
zine  in  that  it  espouses  the  philosoplr 
that  free  and  open  markets  improve  th< 
general  welfare  of  all  and  that  the  mal 
functioning  of  these  markets  can  ere 
ate  harm. 

FORBES  says  the  benefits  of  a  mail 
functioning  market  (the  creation  of  5 
monopsony  in  the  hiring  of  labor  foil 
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Hurdles  on  the  road  to  your 
financial  success? 


Jump  start  your  retirement 
plan  today  with  tiaa-cref. 

The  high  fees  and  expenses  charged  by  investment  companies  can 
seriously  erode  performance  results.  The  TIAA-CREF  pension  accounts 
have  some  of  the  lowest  expense  charges  in  the  financial  services 
industry,  one  of  the  reasons  why  Momingstar  says  that  "TIAA-CREF 
sets  the  standard  in  the  financial  services  industry."* 

TIAA-CREF  has  been  the  retirement  system  of  choice  for  millions  of 
educators  and  researchers  for  over  80  years.  The  TIAA-CREF  group  of 
companies  has  a  proven  history  of  helping  people  plan  for  tomorrow. 
Today,  our  mutual  funds,  IRAs,  personal  retirement  annuities,1  trust 
services  and  tuition  plans  are  available  to  everyone. 

Call  800  226-0147  for  more  information  about  TIAA-CREF's  products 
and  services,  including  charges  and  expenses,  or  for  mutual  fund  and 
personal  annuity  prospectuses.  Please  read  them  carefully  before  you 
invest  or  send  money. 


Ensuring  the  future 
for  those  who  shape  it. 


ETIREMENT 

IN5URANCE 

MUTUAL  FUNDS 

TRUST  SERVICES 

TUITION  FINANCING 

formance  is  not  a  guarantee  of  future  results  T  Availability  subject  to  state  approval.  "Source:  Morningstar.  June  2000,  referring  to  the  TIAA-CREF 
accounts'  consumer  education,  service  and  low  fees,  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  distributes  CREF  and  TIAA  Real  Estate 
annuities.  •  Teachers  Personal  Investor  Services,  Inc.  distributes  the  Personal  Annuities  variable  annuities,  Mutual  Funds,  and  Tuition  Savings 
snts.  •  TIAA  and  TIAA-CREF  Life  Insurance  Co  issue  insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB  provides  Trust  Services. 
TIAA-CREF  and  TIAA-CREF  Life  Insurance  Companies,  NY,  NY  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not 
laranteed. 


8  0  0   2  2  6  -  0  1  4  7 

www.tiaa-cref.org 


-CREF  proudly  sponsors 


T  H  AT 

2VI0i\iEY  A  neW  and  m*ormat've  newsmagazine  about  money  every  week  on  PBS 

3  H  O  W  [check  local  listings  for  airtimes] 


 www,  flpxjpt.cnn 

JUST  CHANGED 
FRACTIONAL 

OWNERSHIP 
FOREVER 

The  unprecedented  "Walk  Away  Lease"  from  Flexjet 

•  Get  your  own  brand  new  Learjef  31A  directly  from  the  manufacturer. 

•  Lease  with  no  money  down,  monthly  payments  as  low  as  $4500.* 

•  Residual  value  considerations  are  eliminated. 

•  Every  aircraft  is  equipped  with  the  most  advanced  safety  features. 

•  Industry's  highest  standards  for  pilot  training  and  experience. 

•  For  more  information  on  the  many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level  of  personal  service  and  attention 
to  detail,  call  1-800-FLEXJET. 

'Conditions  Apply 


college  sports)  are  competitive  gan 
and  the  fact  that  Beavers  are  now  wa 
ing  their  own  school  colors. 

In  an  egregious  oversight,  I 
impact  on  the  "workers"  in  collfl 
sports  is  never  mentioned.  Based  Oi 
reduction  of  20  scholarships  i 
school  and  assuming  120  Divisioi 
schools  affected,  2,400  students,  mi 
of  whom  may  not  be  able  to  affon 
college  education  on  their  own, 
deprived  of  exchanging  their  skills 
the  opportunity  of  that  education. 

JAMES  SCHO 
Mequon,  W 

Dealing  With  Due  Process 

I  concur  with  FORBES'  assessment  of 
U.S.  justice  system,  especially  during 
Clinton  Administration  ("The  Death 
Due  Process,"  Dec.  11,  2000,  p.  98).  1 
Justice  Department's  view  of  due  proc 
runs  along  the  theme  of  "sharp  pr. 
tice" — withhold  discovery,  abuse  pro 
dure  or  abuse  resources.  It  is  hoped  t 
once  Janet  Reno  departs,  a  new  atton 
general  will  be  able  to  clean  shop. 

ISIDORO  RODRIGU 
Legal  Com 
Besicorp  Developm 
Kingston,  A 

Corrections 

In  "Hands  Off'  (Dec.  25,  2000,  p.  27 
the  name  of  a  Reston,  Va. -based  comp; 
should  have  appeared  as  Mindshift,  i 
MindShare.  A  guitar  pictured  in  "Coi 
ing  Attractions"  (Dec.  25,  2000,  p.  I 
should  have  been  labeled  as  a  D'Angeli 
In  "Delivery  Boys"  (Jan.  8,  p.  118),  an 
dustry  Buzz  box  should  have  said  II 
will  spend  $5  billion  on  chip  plants  in 
next  two  years,  not  $5  million. 
•  "Blowing  Smoke"  (Dec.  11,  20t 
p.  200)  said  Dr.  Francis  J.  O'Donn 
settled  with  the  Securities  &  Exchar 
Commission  over  claims  about  a  vi 
min-enriched  eye  lubricant.  Actua 
the  manufacturer  of  the  lubrica 
Spectra  Pharmaceuticals,  entered  ir 
the  settlement.  Dr.  O'Donnell  w 
only  an  investor  in  the  company. 

□ Send  e-mail  to  readers@forbes.c< 
Letters  will  be  edited.  Please  inck 
address  and  phone  number. 


THE  MYTHICAL  FIVE  NINES.  99.999%.  AS  CLOSE  TO  PEI 


lOWS  2000 
Server 


For  a  server  operating  system,  the  five  nines  are  a  measure  of  reliability  that  translates 
over  five  minutes  of  server  downtime  per  year*  For  your  business,  that  means  server! 
and  running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  usul 
under  ideal  lab  conditions.  But  where  are  these  five  nines  when  your  business  needs 
If  you're  using  Microsoft5  Windows5  2000  Server  -based  solutions,  they  may  be  closer 
think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Comi 


-This  level  of  availa'. 1 1 11    Is  dependent  on  many  factors  outside  of  the  operating  system,  including  other  hardware  and  software  technologies,  mission-critical  operational  processes  and  profess 

€  2000  Microsoft  Corpm  ation.  All  rights  reserved.  Microsoft.  Windows,  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countnes.  Tha 
companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


CAN  GET  WITHOUT  BREAKING  SOME  LAW  OF  NATURE 


r 

Microsoft9 


ire  using  Windows  2000  Server-based  systems  designed  to  deliver  99.999%  server 
;ourse,  not  all  installations  require  this  level  of  reliability,  but  one  thing  is  for  sure:  The 
D00  Server  family  can  help  you  get  to  the  level  of  reliability  you  need.  In  fact,  industry 
h  as  Compaq,  Hewlett-Packard,  Unisys,  Stratus  and  Motorola  Computer  Group  can  work 
deliver  solutions  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions  you 
n,  visit  microsoft.com/windows2000/servers  Software  for  the  Agile  Business. 
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Lemons  Out  of  Mellons 

►Bank  trust  departments  are  lamenting  a  U.S.  Court  of  Federal 
Claims  decision  involving  an  estimated  $400  million  of  family 
trusts  created  by  Pittsburgh  financier  Richard  King  Mellon 
( 1899-1970)  and  run  by  his  Mellon  Bank.  The  court  held  the  trusts 
must  follow  normal  tax  rules  of  deducting  miscellaneous  ex- 
penses only  in  excess  of  2%  of  adjusted  gross  income.  Mellon 
had  argued  its  fiduciary  status  allowed  off-the-top  deductions  for 
investment  and  accounting  fees  to  ensure  "prudent"  manage- 
ment. With  $1  trillion  in  trust  accounts  nationally,  the  ruling 
could  yield  the  feds  big  coin.  Mellon  is  appealing.  —Janet  Novack 

This  Company's  New  Name:  Fried  Fish 

►  Barely  a  year  ago,  the  Manhattan  Web  design  shop  Razorfish 
was  so  cool  that  it  regularly — and  even  arrogantly — turned 


down  prospective  clients  while  not  responding 
requests  for  bids.  In  December  1999  the  comps 
shut  down  for  a  few  days  and  flew  all  1 ,200  empU 
ees — some  from  as  far  away  as  Helsinki,  Finland 
to  Las  Vegas  for  a  three-day  bash  called  FishFry.  1 
don't  wait  around  for  FishFry2.  Razorfish  stock  I 
fallen  from  $57  to  a  recent  $1.18.  Annual  bonu 
haven't  been  given  out,  and  many  a  Vegas  revele: 
now  out  of  a  job.  — Tomas  Kelh 

Cheap  Riddance 

►  In  the  year  ended  June  30,  gifts  and  enroling 
both  slid  by  11%  at  Michigan's  famously  consen 
tive  Hillsdale  College.  It  could  have  been  worse,  gi\. 
publicity  afforded  the  sudden  November  1999  r 
ignation  of  longtime  President  George  C.  Roche  an 
allegations  of  an  affair  with  his  daughter-in-law,  w 
police  say  later  shot  herself.  But  reports  that  Rod 
who  denied  any  wrongdoing,  received  $3  million  in  severar 
are  wrong.  A  recent  tax  filing  suggests  he  got  at  most  $  1 . 1  n 
lion — virtually  all  of  it  deferred  pay  from  current  and  pr: 
years.  So  Roche  left  with  almost  nothing  extra.      — W.P 

It  Sure  Beats  Polo  Ponies 

►Looking  for  ways  to  improve  your  kid's  chances  to  get  ir 
a  tony  college?  Start  your  own  private  foundation  and  let ) 
nior  do  some  good  deeds,  suggests  Roger  Silk,  head  of  Beve 
Hills-based  nonprofit  adviser  Sterling  Foundation  Management. 

his  newsletter,  Silk  suggests  elite  schools  disfavor  Candida 
who  are  privileged  and  white.  Allowing  the  offspring  to  din 
a  charitable  project  produces  "practical  experience,  dema 
strated  concern  for  the  general  welfare"  and  accomplishmei 
that  "can  set  an  applicant  apart  from  his  or  her  peers  a: 
make  a  real  difference  in  the  admissions  process."  — J. 


Hitting  That  Really  High  Note 


Big-time  orchestras  and  operas  pay  big-time  money  to  their  top  conductors. 
Below,  a  look  at  what  star-power  gets  those  wielding  the  baton.  —W.P.B. 


ENSEMBLE 

MUSICAL  LEADER 

COMPENSATION 

Chicago  Symphony 

Daniel  Barenboim 

$695,427' 

Cleveland  Orchestra 

Christoph  Von  Dohnanyi 

1,035,348 

Metropolitan  Opera 

James  Levine 

1,857,000 

National  Symphony  Orchestra 

Leonard  Slatkin 

1,074,544 

New  York  Philharmonic 

Kurt  Masur 

1,510,868 

Philadelphia  Orchestra 

Wolfgang  Sawallisch 

1,123,000 

Pittsburgh  Symphony 

Mariss  Jansoos 

941,417 

St.  Louis  Symphony  Orchestra 

Johannes  Vonk 

531,536 

San  Francisco  Symphony 

Michael  Tilson  Thomas 

1,283,644 

'Part  time.  Source:  Latest  [RS  Form  990. 


30     FORBES"  January  22,  2001 


Keep  up  with  quickly  moving  industries  without  becoming  a  fuli-time  analyst. 

they  have  the  knowledge  base 
to  find  opportunities  that  you 
might  miss. 

Of  course,  there  are  no  guaran- 
tees. But  if  you  feel  certain  industries 
have  potential,  Fidelity  Select 
Portfolios  could  be  a  good  way 
for  you  to  capitalize  on  them.  Put 
the  expertise  and  service  of  Fidelity 
to  work  on  your  portfolio  to  help 
you  see  yourself  succeeding. 

Fidelity 

Select  Portfolios 


You  pick  the  industry,  we  pick  the  stocks. 


1  year 

5  year 

10  year/Life 

Consumer  Industries 

-3.45% 

14.93% 

16.79% 

Cyclical  Industries 

4.26% 

N/A 

8.96% 

Financial  Services 

24.75% 

21.72% 

27.31% 

Health  Care 

35.58% 

23.20% 

23.58% 

Natural  Resources 

24.03% 

N/A 

11.51% 

Technology 

67.43% 

37.42% 

37.26% 

Utilities  Growth 

16.01% 

24.12% 

18.73% 

Returns  as  of  9/30/00.2  Past  performance  is  no  guarantee  of  future  results.  Mutual  fund  returns  have  sustained  significant 
gains  and  losses  recently  due  to  stock  market  volatility  in  certain  sectors.  As  of  1 1/30/00,  current  performance  figures  for 
the  funds  listed  have  changed,  some  significantly.  Please  visit  Fidelity.com  for  current  performance  figures.  Sector  funds 
may  be  more  volatile  than  funds  that  diversify  across  many  sectors. 

Ei!!Pl!TOl*ii'fE|ii^ 


Fidelity  §^-3  Investments 


1-800-FIDELITY  Fidelity.com 


Want  to  invest  in  the  newest, 
hottest  industries,  but  don't  have 
time  for  the  research?  Take  a  look 
at  Fidelity  Select  Portfolios? 

Unlike  diversified  funds,  Fidelity 
Select  Portfolios  focus  on  in- 
dividual sectors.  Each  of  our 
40  funds  is  managed  by  industry 
experts  dedicated  to  one  sector, 
who  make  it  their  job  to  know 
the  sector  in  detail.  Therefore, 


lore  information  on  any  Fidelity  fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing. 
SERVICE:  1-800-544-0118  for  the  deaf  and  hearing  impaired  9am-9pm  ET. 

>f  fund  is  as  of  inception  date:  3/3/97  for  Cyclical  Industries;  3/3/97  for  Natural  Resources.  ^Average  annual  total  returns  for  the  period 
g  9/30/00  include  changes  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  each  fund's  3.00%  sales  charge.  Share  price 
iturn  may  vary  and  you  will  have  a  gain  or  loss  when  you  sell  your  shares.  All  Select  equity  portfolios  have  a  $7.50  exchange  fee  and  a 
>  short-term  trading  fee  on  shares  held  less  than  30  days.  Fidelity  Distributors  Corporation.  121022 
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WHEN  WE  MADE  CHRISTIAN  BEDAT'S 
face  the  cover  of  our  story  on  the  new 
Swiss  watch  craze,  he  was  a  charming 
upstart  bankrolled  by  his  mother,  Si- 
mone,  former  executive  and  part- 
owner  of  Raymond  Weil  S.A. 

In  December  Gucci  bought  85%  of 
Bedat  &  Co.  for  a  sum  believed  to  be 
around  $80  million.  Young  Bedat,  35, 
had  only  opened  for  business  in  1997, 
and  his  stylish  watches,  most  of  which 
sell  for  $4,000  to  $5,000,  brought  in 
around  $12  million  in  the  company's 
latest  fiscal  year.  "My  mother  always 
believed  in  me,  but  it's  nice  that  Gucci 
does,  too,"  says  Bedat. 

— Joshua  Levine 

DECEMBER  II,  2000 


Eurostar 


COLUMNIST  STEVE  H.  HANKE'S  CALLS 
on  the  euro  have  proven  to  be  on  the 
money.  A  little  over  a  month  before  the 
euro's  launch  on  Ian.  1,  1999,  Hanke 
predicted  the  U.S.  boom  and  strong- 
dollar  policy  would  cause  problems  for 
the  newborn  currency.  Sure  enough, 
the  euro  left  the  starting  gate  at  $1.17 
and  headed  straight  down.  By  the  time 
Hanke  penned  "Eurofiop"  (Dec.  27, 
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1999),  it  was  at  $1.01.  Three  issues  ago 
Hanke  wrote  that  a  slowdown  in  U.S. 
profits  would  give  the  euro  a  bounce  in 
the  short  run.  Bounce  it  did,  13%  off  its 
alltime  low  of  82  cents.  If  profits  in  the 
U.S.  fall  more  rapidly  than  in  Europe, 
the  euro  will  continue  to  claw  its  way 
back  toward  parity,  says  Hanke.  — -S.A. 

NOVEMBER  13,  2000 

Turbulence 
Over  Vegas 

A  COUPLE  OF  MONTHS  AGO  MICHAEL 
Conway  thought  he  had  found  a  prof- 
itable formula  for  his  Las  Vegas-based 
National  Airlines.  Since  then,  a  jump 
in  jet  fuel  prices  and  a  stalled  second 
round  of  financing  put  him  in  Chapter 
11  bankruptcy.  National  is  still  flying, 
but  we  can't  say  for  how  long.  Harrah's 
Entertainment,  an  investor  in  the  ini- 


tial phase,  is  holding  back,  and  Cc 
way  must  persuade  another  da 
pocket  to  take  the  bet.  — Mark  Lad 

OCTOBER  2.  2000 

A  Marginal  Problem 

OUR  STORY  ABOUT  SAFEGUARD  SCIB| 
tifics,  a  technology  greenhouse  run 
Warren  V.  (Pete)  Musser,  touted  his 
nancial  savvy.  Musser's  smarts  doi 
seem  to  translate  to  his  personal  po 
folio.  In  December  Safeguard  reveal 
that  Musser  sold  7.5  million  compa 
shares  to  meet  margin  calls.  It  was  t 
first  time  since  its  1971  initial  pub 
offering  he  had  sold  stock  in  the  fii 
he  founded  in  1953.  Musser  said  t 
sale  was  due  only  to  his  "personal 
nancial  situation"  and  shouldn't 
seen  as  a  no-confidence  vote  in  Sal 
guard,  whose  stock  is  down  64%  sin 
our  story.      — Chana  R.  Schoenber^ 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/ JANUARY  22,  1921 

Ford,  Sober  Up!  From  all  accounts,  Henry  Ford  has 

allowed  his  millions  to  turn  his  head.  His  unique  success  has  hypnotized 
him  into  imagining  that  he  has  become  a  tin  god.  For  the  first  time  in  his 
career,  he  now  is  finding  it  impossible  to  sell  his  cars  as  fast  as  he  could 
make  them,  and  is  undergoing  a  mild  dose  of  the  acute  depression 
which  has  overtaken  innumerable  business  concerns.  It  is  earnestly  to  be  hoped  that  this  sobering  experiei 
will  cause  Ford  to  tone  down  his  notions  about  the  superhuman  powers  of  himself  and  his  only  son. 

60  YEARS  AGO  IN  FORBES/ JANUARY  I,  1941 

Industrial  Jive  Common  to  the  world  of  jazz  is  "jive"  talk  (musical  slang).  But  in 
cent  months,  industrial  slang  has  become  so  popular  that  it  may  take  the  throne  as  "King  of  Jive."  0' 
standing  examples:  (I)  Grizzly  man  (underground  metal  mining  worker);  (2)  slough  pig  (man  whoflo 
logs  out  of  sloughs);  (3)  horn  puller  (textile  worker  who  pulls  loose  ends  of  thread  through  to  the 
side  of  a  stocking  with  a  small  hook);  (4)  cat  skinner  (tractor  operator).  Charles  H.  Jennings,  We 
inghouse  welding  expert,  has  even  compiled  a  dictionary  of  welding  "jive."  Some  of  the  terms:  Banc 
weave,  bubble,  doodle  berries,  snake-eye,  grapes,  icicles,  worm  holes. 

IS  YEARS  AGO  IN  FORBES/JANUARY  27,  1986 

Perelman's  Pyramid  Eight  years  ago  Ronald  Perelman,  42,  was  running  a  fal 

ily  metal-fabrication  business  in  Philadelphia.  Since  then,  he  has  managed  to  pyramid  $1.9  million  n 
control  of  companies  with  combined  assets  of  $4.4  billion.  Perelman's  secret:  superior  ability  as  a  bu 
ness  manager  and  paper  shuffler,  a  sharp  eye  for  tax  avoidance  and  solid  support  from  Drexel  Bui 
ham  Lambert.  Will  the  Perelman  pyramid  survive?  It  might.  Perelman  has  repaid  $1.1  billion  of  Revl 
debt,  and  his  people  say  the  deal  will  work  out  great.  Maybe,  maybe  not. 
Facing  a  March  deadline  to  repay  $770  million  in  junk  debt,  Ron  Perelman  recently  bought  6s 
$630  million  in  zero  coupon  bonds  issued  by  a  holding  company  whose  major  asset  is  83%  of  Revlo 
public  shares. 
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VISOR 


what  you   make  it. 

Just  insert  an  optional  module  and  your  Visor  turns  into  a  digital 

camera,  a  phone,  an  MP3  player  or  whatever  you  need  it  to  be.  What 

more  could  you  want  from  technology?  Visit  us  online  for  availability. 
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EDITED  BY  KATARZYNA  MOR 


A  Look  Ahead 

We  asked  several  executives  how  their 
industries  will  change  in  the  21st  century. 

JAMES  CRAMER 

COFOUNDER,  THESTREET.COM 

I  envision  a  world  where  you  will  buy  stocks  directly  from  the 
company  on  the  Web  and  the  company  will  make  an  orderly 
market  in  its  own  stock.  With  the  SEC's  Regulation  Fair  Disclo- 
sure, everybody  will  have  the  same  information  and  nobody 
will  have  an  edge,  so  you  will  go  with  the  cheapest  broker, 
which  is  the  Web  broker. 

Underwriting  is  the  next  big  thing  to  move  to  the  Web. 
Twenty  years  from  now  we  will  say:  "You  mean  the  way  they 
used  to  do  these  underwritings  is  they  would  do  these  big  road 
shows,  and  you  would  have  to  go  individually,  and  manage- 
ment had  to  miss  three  weeks  of  work  and  institutions  flipped 
the  stock?"  On  the  Web,  companies  can  minimize  flipping  IPOs 
by  making  people  indicate  they  will  hold  on  to  them  or  else 
they  can't  buy  them.  The  best  way  to  sell  IPOs  is  by  auction. 
The  Ebay  model  works  better  for  stocks  than  for  anything  else. 

ROBERT  KUPERMAN 

CHIEF  EXECUTIVE  OF  THE  AMERICAS,  TBWA  WORLDWIDE 

The  era  of  prime-time  interruptive  advertising  is  over.  In  the 
future  you  won't  know  when  a  commercial  begins  and  when 
it  stops.  I  am  talking  about  event  marketing,  viral  marketing 
and  product  placement  to  an  ultimate  degree.  Advertisers  are 
going  to  find  you  in  nooks  and  crannies  you  never  dreamed 
of.  But  it  will  be  on  their  terms — not  yours. 

JAMES  GOODWIN 

CHIEF  EXECUTIVE,  UAL  CORP. 

We  won't  catch  up  with  building  enough  airport  capacity, 
just  as  we  can  never  catch  up  with  building  enough  roads. 
The  real  opportunity  to  speed  up  air  travel  is  to  better  use 
technology  to  get  through  the  ground  process.  The  Internet, 
wireless  devices  and  personal  digital  assistants  will  change  the 
way  we  interact  with  our  customers.  A  traveler  in  the  car,  at 
home  or  on  another  plane  will  be  able  to  stay  in  touch  with 
us.  There  will  be  no  surprises  when  he  comes  to  the  airport. 

ERNEST  MARIO,  PH.D. 

CHIEF  EXECUTIVE,  ALZA  CORP. 

We  will  reform  the  way  we  sell  medications.  Pharmaceutical 
companies  won't  need  large  sales  forces  anymore.  Thanks  to 
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CHRISTIE  HEFNER 

CHAIRMAN,  PLAYBOY  ENTERPRISES 

A  lot  of  the  revolutions  have  already  happened — the 
sexual  revolution,  the  feminist  revolution  and  the 
men's  movement.  The  people  who  will  be  running  the 
world  in  30  years  have  internalized  all  the  best  values  of 
these  revolutions.  They  have  a  more  relaxed  attitude 
toward  sexuality.  The  end  of  the  battle  of  the  sexes  will 
give  Playboy  more  opportunity  to  speak  to  both  men 
and  women. 


video  interactive  presentations,  sales  representatives  \n 
be  able  to  reach  multiple  doctors  all  over  the  world.  Inste 
of  making  six  sales  presentations  a  day,  they  will  make  . 
an  hour. 

Pharmacies  will  also  play  a  different  role.  They  will  not 
middlemen  anymore,  as  customers  will  place  their  orde 
directly  with  manufacturers.  Pharmacies  will  take  on  the  rc 
of  following  up  with  patients  and  dealing  with  complian 
issues. 

HOWARD  J.  RUBENSTEIN 

PRESIDENT,  RUBENSTEIN  ASSOCIATES 

In  the  20th  century,  public  relations  was  individually  01 
ented — publicize  me,  make  me  famous,  make  me  loved, 
the  future,  public  relations  will  play  a  more  strategic  role 
the  corporate  level.  Because  of  the  massive  expansion  • 
global  communications  anything  a  corporation  does  w 
impact  on  the  consumers  all  over  the  world,  probab 
negatively. 

The  media  will  be  more  critical  of  p.r.  Unfortunately,  to 
many  in  my  industry  ignore  ethics  for  a  big  story  that  migl 
be  inaccurate.  We  have  to  set  new  ethical  standards. 

— FORBES  reporte 


Discover  all  that's  possible  on  the  Internet. 


A  mother  casts  a  sidelong  glance.  A  father  takes  a  quick,  admiring  look.  Smiling  back  at  them  is  a  revolution  in  daycare.  With 
the  installation  of  Internet  cameras,  many  daycare  centers  are  now  enabling  parents  to  look  in  on  their  children  from  a  whole 
new  vantage  point:  their  desktop. The  power  of  the  Internet  to  put  people  first  is  something  Cisco  Systems  understood  long| 
before  building  our  own  first  daycare  center.  As  a  source  of  our  own  success,  we've  seen  the  profoundly  positive  effect  the 


nternet  has  had  on  a  whole  host  of  employee  services.  Many  of  which  your  own  company  may  not 
lave  even  considered  yet.  So  for  your  own  peace  of  mind,  whether  you  manage  your  own  network, 
jr  use  a  service  provider  with  a  Cisco  Powered  Network  (□Cisco  let  us  show  you  how  to  put  the 
nternet  to  work  for  you.  And  show  you  all  the  benefits  that  follow  from  it.  Visit  cisco.com/go/iq 


CfSCO  SYSTtMS 


KmPOWERING  THE 

Internet  Generation" 


The  wisdom  of  experience. 
The  energy  of  youth.  . 
Limitless  potential. 


covisint 


Covisint,  combining  the  heritage 
of  the  automotive  industry  and  the 
promise  of  Internet  technology  to 
open  a  new  window  of  possibility. 
Covisint  is  a  global  automotive 
business-to-business  exchange 
developed  by  DaimlerChrysler, 
Ford  Motor  Company,  General  Motors. 
Nissan.  Renault,  Commerce  One 
and  Oracle. 


Here,  connection  increases  organization. 
Collaboration  transcends  geography. 
Speed  breeds  efficiency. 
Knowledge  is  exchanged  securely. 
This  time,  everyone  gets  to  grow. 


covisint.com 


■  AU  I    AMU  UUMMfcNI 

5y  Steve  Forbes,  Editor-in-Chief 
With  all  thy  getting  get  understanding" 


THE  BUDGET  SURPLUS 

This  year  it's  going  to  disappear.  The  only  question  is  how:  either  through  a  serious,  pro- 
longed economic  slowdown  or  through  timely,  incentive-oriented  tax  cuts  that  will  plant 
the  seeds  of  a  rapid  economic  recovery — and  even  greater  budget  surpluses  in  the  future. 


GOING  THE  WAY  OF  JAPAN? 


'H  GLACIAL  SPEED,  ALAN  GREENSPAN  IS  COMING  AROUND 
he  view  that  a  faltering  economy,  not  incipient  inflation, 
le  most  immediate  threat.  But  instead  of  moving  speedily, 
Federal  Reserve  will  soon  begin  a  series  of  baby-step  re- 
tions  in  interest  rates.  This  sluggish,  woolly-mammoth- 
response  is  a  danger. 

Longer  term,  though,  there  is  another  potential  hazard. 

Fed  could  fall  into  the  trap  in  which  the  Bank  of  Japan 
Is  itself:  Interest  rates  are  cut  and  cut  and  cut,  yet  the  econ- 
f  doesn't  recover.  The  U.S.  experienced  such  a  phenome- 
i  in  the  1930s,  when  Treasury  bill  rates  were  almost  0% 

unemployment  remained  in  double  digits  until  the  Sec- 
l  World  War.  Pushing  on  a  shoestring,  it  was  called. 
Japan  of  course  is  hobbled  by  severe  structural  problems, 
ch  it  is  dealing  with  only  incrementally.  Its  financial  insti- 
ons,  for  example,  remain  heavily  burdened  with  deadbeat 
is.  While  fractional  interest  rates  give  the  appearance  of 
the  Bank  of  Japan  is  still  operating  in  a  deflationary 
de.  By  making  credit  so  scarce,  Japan's  central  bank  throt- 


tles economic  activity,  damaging  profits  and  stifling  entre- 
preneurial instincts.  Those  who  want  to  borrow,  can't;  those 
who  can,  dare  not.  Moreover,  in  a  deflation,  where  prices  fall, 
a  low  rate  of  interest  can  be  very  high  in  real  terms. 

Fortunately  the  U.S.  does  not  yet  suffer  Japan's  structural 
deadweights,  but  the  Fed  could  still  make  the  mistake  of 
thinking  that  easing  interest  rates  is  the  equivalent  of  mone- 
tary ease.  How  can  you  tell  if  Greenspan  &  Co.  are  getting  it 
right?  The  most  sensitive  measure  is  the  price  of  gold  or,  if  you 
prefer,  broad-based,  nonenergy  commodities  indexes,  both  of 
which  remain  depressed.  If  the  yellow  metal  moves  into  the 
$300-to-$325  range,  breathe  easy,  because  the  economy  even- 
tually will,  too.  However,  should  the  "barbarous  relic"  (as  John 
Maynard  Keynes  mistakenly  called  it)  stay  in  its  current  range 
in  the  months  ahead,  keep  worrying,  because  the  Federal  Re- 
serve will  be  destructively  imitating  the  Bank  of  Japan. 

Of  course  our  central  bank  could  make  the  opposite  mis- 
take, easing  too  much  in  a  panic.  Be  ready  to  short  bonds  if 
gold  surges  past  $350  an  ounce. 


PERFECT  PICK 


;SIDENT  BUSH'S  CHOICE  FOR  SECRETARY  OF  DEFENSE  IS 
erb.  A  former  defense  chief,  Don  Rumsfeld  returns  to  a 
noralized  military.  Being  no  novice,  Rumsfeld  knows 
it  has  to  be  done,  including  moving  expeditiously  on  mis- 
defense  (he  headed  a  blue  ribbon  panel  on  this  subject  a 
pie  of  years  ago)  and  shoring  up  the  still-lax  security  of 


our  most  sensitive  secrets.  Will  it  be  a  letdown  for  Rumsfeld 
to  come  back  to  a  job  he  briefly  held  a  quarter  of  a  century 
ago?  No  more  than  it  was  for  Winston  Churchill,  who  re- 
turned to  head  up  the  British  navy  at  the  beginning  of  World 
War  II,  the  same  post  he  had  occupied  at  the  beginning  of 
World  War  1, 25  years  earlier. 


PUT  IT  WHERE  IT  BELONGS 


,SIDENT  BUSH  SHOULD  QUICKLY  DEAL  WITH  AN  UNFIN- 
?d  piece  of  Middle  East  business  that  goes  back  to  the 
7  Arab-Israeli  War:  moving  the  U.S.  embassy  in  Israel 
n  Tel  Aviv  to  Jerusalem. 

The  relocation  would  firmly  establish  the  principle  that 
;n  we  have  diplomatic  relations  with  a  country,  our  em- 
>y  is  located  in  that  country's  capital.  If  a  new  agreement  is 
de  to  redivide  Jerusalem  or  to  move  Israel's  capital  back  to 


Tel  Aviv  or  somewhere  else,  our  embassy  can  then  move  with  it. 

Transferring  our  embassy  to  Jerusalem  would  also  let 
Arafat  &  Co.  know  that  the  new  Bush  Administration  is  in  no 
mood  for  appeasement,  that  ultimately  the  Israelis  and  Pales- 
tinians must  negotiate  a  deal  they  both  can  live  with.  Arafat 
has  to  learn  that  Washington  can't  get  concessions  for  him. 
This  kind  of  hardheaded,  realistic  environment  is  critical  for  a 
truly  durable  peace. 
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UNNECESSARY,  REDUNDANT,  DUMB 


THE  BUSH  ADMINISTRATION  FACES  A  CRITICAL,  DELICATE 
challenge  in  Europe,  particularly  regarding  France:  the  European 
Union's  move  to  create  a  European  rapid  reaction  force,  a  mili- 
tary entity  made  up  of  troops  and  equipment  from  various  Eu- 
ropean nations.  It  would  be  used  to  deal  quickly  with  local  flare- 
ups,  such  as  those  that  have  wracked  the  former  Yugoslavia.  But 
this  begs  the  question — why  duplicate  what  NATO  is  already  ca- 
pable of  doing?  This  European  force  could  undermine  NATO, 
particularly  if  it  has  a  separate  headquarters  and  planning  staff. 

Why  do  Europeans  want  a  new  military  organization? 
The  reason  is  all  too  apparent— the  French  want  to  subvert 
NATO,  thereby  reducing  American  influence  on  the  Conti- 
nent. Paris  has  always  resented  Washington's  post-World  War 
II  dominance  in  western  Europe,  which  is  why  Charles  de 
Gaulle  pulled  France  out  of  NATO's  military  structure  in  the 


mid-1960s.  The  French  government  must  figure  that  with 
Cold  War  over,  Europe  doesn't  need  the  Americans  anymi 
Given  the  events  of  the  past  century,  that  attitude  is  aston: 
ingly  shortsighted.  In  an  interview  years  ago  with  FORE 
Germany's  then-chancellor,  Helmut  Kohl,  said,  concern 
U.S.  withdrawal  from  Europe,  that  Washington  should 
leave  Europe  to  its  own  devices.  He  was — and  is — right. 

Paris  is  being  shortsighted  for  another  reason:  Reuni 
Germany  will  eventually  overshadow  France  in  determin 
how  such  a  force  is  commanded  and  deployed.  Does  Paris 
ally  want  to  joust  again  with  Berlin  for  influence  in  Europe 

Since  the  late  1990s  Britain  has  gone  along  with  t 
French  fantasy.  The  Bush  Administration  should  gently  pi 
Prime  Minister  Tony  Blair  to  begin  the  necessary  process 
deflating  and  derailing  this  misbegotten  French  initiative. 


BRILLIANT  SUMMARY  OF  FABULOUSLY  INNOVATIVE  ERA 


The  Renaissance — by  Paul  Johnson  (Modern  Library,  $19.95). 
In  a  readable  narrative  style,  this  wee  book  packs  more  infor- 
mation, insight  and  historical  perspective  than  do  most  volumes 
many  times  its  length.  Paul  Johnson  (soon  to  be  a  FORBES 
columnist)  is  an  original — a  historian  who  digs  deep  and  ren- 
ders lucid,  enlightening,  on-target  interpretations. 

Johnson  begins  with  some  historic  background. 
Centuries  before  the  Renaissance,  Charlemagne 
wanted  to  create  a  cultural  reawakening,  but  the  po- 
litical, economic  and  knowledge  infrastructure  was 
simply  not  there.  In  supposedly  backward  Medieval  ^ 
Europe  the  foundations  were  laid.  The  Roman  Em- 
pire had  made  puny  engineering,  technological  and 
artistic  advances  because  it  relied  on  copious  use  of  ^ 
human  brawn,  not  brains.  Thanks  to  labor  shortages, 
feudal  Europe  did  not  have  that  luxury,  it  therefore  was  host 
to  the  creation  of  numerous  innovations,  such  as  the  wheelbar- 
row and  the  stiff,  padded  horse-collar  (quintupling  the  tractive 
power  of  horses,  leading  to  their  substitution  for  oxen),  as  well  as 
major  advances  in  sailing,  cart  building,  bridge  building  and  wa- 
terpower.  Metal-heavy  knights  led  France  to  breed  bigger, 
stronger  horses,  which  meant  major  productivity  advances  in 


The 


plowing  and  transportation.  This  progress  created  wealth,  wh 
created  a  demand  for  culture.  By  the  late  13th  century,  Italy  1 
a  flourishing  goldsmith  and  jewelry  industry,  from  wh: 
sprang  the  architects  and  artists  who  created  the  Renaissanct 
Breakthroughs  in  art  proliferated,  including  perspective 
painting.  The  use  of  oil-based  paints  on  canvas  ma 
art  accessible  as  never  before.  Instead  of  being 
stricted  to  painstakingly  painting  on  a  wall,  an  ar 
could  carry  an  easel  anywhere;  hence,  the  rise  of  p< 
traiture.  An  epochal  advance  in  literature  was  Danl 
The  Divine  Comedy,  wherein  he  single-handec 
took  a  dialect  of  Latin  and  virtually  created  the  mc 
ern  Italian  language.  The  invention  of  movable  ty] 
an  innovation  of  colossal  impact,  led  to  a  prolifei 
tion  of  books  and  the  dissemination  of  knowledge 
Johnson  scintillatingly  capsulizes  numerous  F 
naissance  figures.  You  come  to  appreciate  what  w 
wrought  in  painting,  architecture,  sculpture,  writing  ai 
music.  As  this  book  shows,  the  Renaissance  did  more  th; 
resurrect  the  artistic,  architectural  and  literary  glories 
Rome  and  Greece;  it  created  its  own  new  culture,  whi 
stands  in  vivid  contrast  to  today's  bizarre  cultural  landscap 


ce 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Boh,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Sono-106  East  57th  St.  (Tel.:  752-4411).  Extraordinary 
and  delicious  things  are  continually  presented  with  taste  and 
style — more  than  worthy  of  setting  and  service.  Favorites: 
tuna  sashimi  with  avocado  and  Dijon  mustard,  roasted  rack 
of  lamb,  and  venison.  Desserts  are  also  wonderful. 

Angelo  &  Maxk  s  3  Park  Ave.  South,  at  19th  St.  (Tel.:  220- 
9200).  Sad  to  report,  this  has  gone  downhill.  Attractive  and  con- 
genial, it  boasts  excel!,    service,  but  the  food  is  ordinary  at  besL 


•  L'Actuel-145  East  50th  St.  (Tel.:  583-0001).  Modern  interi 
with  a  Japanese  feel  to  it.  The  food  is  otherworldly.  Fabulous  fii 
courses:  marinated  tuna  with  a  light,  spicy  tabouli;  and  calamai 
shrimp  and  hearts  of  palm  salad.  Entrees:  tarte  flambee  with  blu> 
fin  tuna  and  wasabi  (a  zingy  variation  on  pizza);  and  red  snappt 
steamed  with  sumac  spices  served  in  a  covered  bamboo  bovi 
Sensational  desserts:  almond  tart  with  raspberries  and  pistachi 
ice  cream;  and  crispy  apple  tart  with  vanilla  ice  cream.  I 
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wice  as  many  points 
t  twice  as  many  miles. 


I  about  vaca 


Now  you  can  earn  both  double  points  &  double  miles 
Double  Dip  stays  with  Hilton  HHonors  through  February,  2001. 

n  HHonors  hotels  are  the  on/31  hotels  that  offer  you  both  hotel  points  and  airline  miles  for  the  same  stay.  And  now  through 
lary  28,  2001 ,  you  can  earn  twice  the  points  and  twice  the  miles  for  the  same  stay  at  any  of  more  than  2,000  Hilton  HHonors  hotels 
wide.  You  don't  have  to  choose  between  hotel  points  and  airline  miles — you  get  both.  HHonors  calls  this  a  Double  Dip,  and  you 
puble  Dip  even  when  you  don't  fly  with  an  airline.  To  qualify  for  this  promotion,  just  have  one  Double  Dip  stay  during  the  period, 
ou'U  get  twice  as  many  points  and  twice  as  many  miles  for  every  additional  Double  Dip  stay  before  February  28th.  Plus,  HHonors 
)ers  can  enjoy  up  to  40%  off,  with  World  of  Savings  rates  outside  the  U.S.  To  enroll  in  Hilton  HHonors  or  to  make  reservations,  visit 
line  at  www.hiltonhhonors.com,  call  your  professional  travel  agent  or  Call  1-800-HHONORS. 


Hilton  HHonors 

Points&Miles™ 


CONRAD 
INTERNATIONAL' 


El 


DOUBLETREE' 

Hot e is  Sums  Rr  sunn  Oubs 


KM  II  ASSY  SUITE! 
HOTELS* 


Hilton 
Garden  Inn 


HQMEWOOD 

sum*' 


INNS    >  SUITES 


uble  Dip  stay  is  a  stay  for  which  you  earn  both  Points  &  Miles  "  available  only  at  Hilton  HHonors  hotels  Must  have  one  Double  Dip  stay  to  qualify  lor  twice  the  earnings  on  additional  slays 
jmotional  offer  valid  November  15.  2000  through  February  28.  2001  Hilton  HHonors  membership,  earning  of  Points  &  Miles,  and  redemption  of  points  are  subject  to  HHonors  Terms  and 

Conditions  C2001  Hilton  HHonors  Worldwide 


NOT  THAT  YOU  WOULD.  BUT  YOU  COULD. 


THE 

240-HP  NISSAN 
PATHFINDER 


Far  be  it  from  us  to  advocate  that  you  blow  off  the  lift  line  and  find  your  own  way  up  the  mountain 
you  did,  you'd  find  a  worthy  escort  in  the  new  2001  Nissan  Pathfinder  LE.  It  not  only  offers  the 
powerful  SUV  engine  we've  ever  built,  it's  also  equipped  with  one  of  the  world  s  most  advanced  autc 


rive  systems!  So  advanced ,  it  can  automatically  switch  from  2-wheel  drive  to  4-wheei  drive  to  give  you  more  control, 
:e  and  climbing  ability.  So,  while  you'll  never  defy  ski  patrol  in  the  warm  confines  of  your  leather-lined"  Nissan 


ibile,"  isn't  it  nice  to  know  it's  an  option?  For  more  information,  click:  www.NissanDriven.com  or  call  800-326-9116.  DRIVEN. 
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To  acquire  the  habit  of  reading  is  to  construct  for  yourself 
a  refuge  from  almost  all  the  miseries  of  life. 

— W.  SOMERSET  MAUGHAM 


Don  t  Do  It  In  1998,  a  U.N.  conference  in  Rome  approved 
a  treaty  establishing  a  permanent  International  Criminal  Court 
(ICC).  A  total  of  1 16  countries  signed  the  treaty,  but  the  U.S. 
and  Israel  refused.  The  ICC  will  have  the  power  to  indict,  pros- 
ecute and  imprison  persons  virtually  anywhere  in  the  world 
accused  by  the  court  of  war  crimes,  crimes  against  humanity 
and  genocide.  The  court  will  have  an  independent  prosecutor, 
answerable  to  no  state  or  institution  for  his  or  her  actions. 

Some  have  suggested  that  Israel  [should]  sign,  but  not  rat- 
ify, the  Rome  Statute.  This  is  is  no  solution.  If  any  state  bor- 
dering Israel  ratifies  the  statute — including  the  potential  Pales- 
tinian state — the  ICC  will  have  jurisdiction  to  prosecute  Israeli 
soldiers  operating  on  the  territory  of  that  state,  as  well  as  offi- 
cials of  the  Israeli  government  who  direct  them.  By  signing,  Is- 
rael will  lose  its  right  to  question  the  ICC's  legitimacy  when, 
inevitably,  the  ICC  caves  in  to  Arab  pressure  to  prosecute  Israeli 
soldiers  and  government  officials. 

The  U.S.  and  Israel  have  supported  the  ad  hoc  tribunals  es- 
tablished through  existing  Security  Council  procedures,  and  can 
continue  to  do  so  in  the  future.  But  Israel  will  rue  the  day  it  lends 
its  signature  and  credibility  to  this  irreparably  flawed  court. 

— JESSE  HELMS,  chairman,  U.S.  Senate  Committee 
on  Foreign  Relations,  in  Ha'aretz 

No  Force  The  chief  of  the  defence  staff,  General  Sir  Charles 
Guthrie,  has  scathingly  dismissed  the  proposed  European  rapid 
reaction  force  as  capable  only  of  the  "very  simplest  tasks." 

"It's  not  even  a  rapid  reaction  force,  it's  a  pool  of  forces,  and 
it  couldn't  react  rapidly  even  if  it  wanted  to,"  he  said.  "People 
have  talked  about  it  being  able  to  do  Bosnia;  it  couldn't."  The 


"Hey,  kids!  Grandpa's  on  TV." 
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force  is  intended  to  be  able  to  field  60,000  troops  for  "peace  su 
port"  operations  by  2003.  But  apart  from  Britain  and,  to  a  led 
extent,  France,  no  EU  nation  has  modern,  easily  deployable  f<  >rc 

— ROBERT  LOCM 
Sunday  Times  (Londoi 

Up  to  No  No  Good  a  hick  town  is  one  where  thel 
is  no  place  to  go  where  you  shouldn't  be. 

—ALEXANDER  WOOLLCOl 

Natural  Wonders  Geoffrey  Chaucer  shared  the  R 
naissance  fascination  with  the  individual  human  being.  The  i 
dividual  dominates  his  masterpiece,  Ttie  Canterbury  Tales.  Tl 
work  has  no  precise  model,  for  Chaucer  had  not  read  The  L 
cameron.  It  is  the  literary  equivalent  of  the  formulation  of  tl 
laws  of  perspective  and  foreshortening  by  the  artists  of  Florera 
There  is  genius  here,  of  an  inexplicable  kind:  Chaucer  is  one 
the  four  English  writers — the  others  being  Shakespeare,  Dickej 
and  Kipling — whose  extraordinary  ability  to  peer  into  the  mil) 
of  diverse  human  creatures  defies  rational  explanation  and  a 
only  be  attributed  to  a  mysterious  daemon.  It  is  odd  that  Engli 
literature  should  have  suddenly  exploded  with  such  a  magicia 
That  is  the  nature  of  culture.  There  is  no  explainuj 
Dante,  no  explaining  Chaucer.  Genius  suddenly  comes  ] 
life,  and  speaks  out  of  a  vacuum.  Then  it  is  silent. 

—PAUL  JOHNSol 
The  Renaissan 

Never-Ending  Stories  Is  there  any  rationale  ft 

building  entire  mansions  of  words?  I  think  there  is,  and  thi 
the  readers  of  Margaret  Mitchell's  Gone  with  the  Wind  an 
Charles  Dickens'  Bleak  House  understand  it:  Sometimes  ev^ 
a  monster  is  no  monster.  Sometimes  it's  beautiful,  and  we  U 
in  love  with  all  that  story,  more  than  any  film  or  TV  prograil 
could  ever  hope  to  provide.  Even  after  a  thousand  pages  w 
don't  want  to  leave  the  world  the  writer  has  made  for  us,  i 
the  make-believe  people  who  live  there.  You  wouldn't  lea^ 
after  two  thousand  pages,  if  there  were  two  thousand. 

—STEPHEN  KLN4 
On  Writiq 

My  Swan  Song  I  can  scarcely  bid  you  good  bye  eva 
in  a  letter.  I  always  made  an  awkward  bow.  God  bless  you!  j 

— JOHN  KEA| 
his  last  letter  (to  Charles  Armitage  Browni 
Nov.  30,  1820  I 


fho  will  control  your  retirement  assets 
if  you  Ye  not  around  to  use  them? 


nore  complete 
iroach  to  wealth 
nagement 

ay,  achieving  financial 
jrity  is  a  two-sided 
rt:  growing  your 
2ts,  and  protecting 
it  you've  built.  With 
ades  of  experience 
oth  asset  manage- 
lt  and  insurance, 
dential  is  creating 
'  and  more  powerful 
rs  to  grow  and 
tect  wealth. 


The  national  dialogue  on  estate  taxation  is  a  timely  reminder  of  the  importance 
of  estate  protection.  And  if  you've  accumulated  a  substantial  nest  egg,  then  you 
have  a  lot  worth  protecting.  At  Prudential,  we  can  help  you  design  a  smart 
estate  plan — and  help  you  keep  more  of  your  nest  egg  for  your  heirs. 


Create  an  estate  plan — it's  not  just 
for  the  wealthy.  Whether  you're  a  business 
owner  or  an  employee,  a  millionaire  or  middle 
class,  an  estate  plan  can  make  a  difference. 
With  an  estate  plan  you  can  ensure  that  the 
choices  you  make  for  your  assets  are  carried 
out  as  you  wish.  Without  a  plan,  the  courts 
may  decide  how  to  dispense  your  property — 
no  matter  how  large  or  small  your  estate. 

Seek  expert  advice— to  help  reduce 

estate  taxes.  A  Prudential  professional, 
along  with  your  attorney  and  tax  advisor, 
can  assist  you  with  strategies  to  lessen  your 
estate  tax  burden — taxes  that  could  run  as 
much  as  55%. 


Avoid  probate  delays— and  protect  your 
assets.  An  estate  plan  also  helps  secure  a 
smooth  transition  of  your  property  to  your 
heirs — so  your  holdings  don't  get  tied  up  in 
lengthy  court  proceedings  with  costly  legal  fees. 

Call  today  to  learn  more.  Find  a 

knowledgeable  Prudential  professional 
available  in  your  area.  And  be  sure  to  ask 
for  your  free  copy  of  Estate 
Planning  Strategies  for 
the  Future,  an  informative 
guide  from  Prudential. 

1-800-THE-ROCK 

ext.  8577  or  visit  us  at: 
prudential.com 


(SI  Prudential 


products  are  distributed  through  Prudential  Investment  Management  Services  LLC,  100  Mulberry  Street,  Newark,  NJ  07 1 02,  a  Prudential  company.  Neither  Prudential  nor  its  sales  professionals  render  legal  or  tax  advice 
I  consul' with  your  attorney  or  tax  advisor  regarding  your  particular  situation.  The  Prudential  Insurance  Company  of  America,  751  Broad  Street,  Newark,  NJ  07102-3777.  IFS  20001 21 2  A060306 


Subwoofer  sound  system       •   Built-in  DVD-ROM       •    13.3' TFT  active-matrix  display 


the\  self-help  \hook 
for  the  mobile  workforce 


oducing  VirtualTech,"  the  most  advanced  e-support  tool  for  people  on  the  go. 


Toshiba  offers  VirtualTech,  now  preloaded  on 
'ate! lite  2800  Series,  which  empowers  you  to 
/e  system  issues  on  the  fly.  Upgrade  to  Premium 
\ITech  and  you've  got  access  to  software-related 
tions  for  over  150  of  the  most  popular  third-party 
cations.  All  right  there  at  your  fingertips.  Work 


the  way  you  want  by  choosing  between  24/7  self-help, 
online  interactive  support  (with  less  than  30-minute 
response  time)  or  complete  technical  assistance 
through  our  call  center.  And  with  Intel'9  Celeron™ 
processors  up  to  650MHz,  you  can  rest  assured 
that  you  get  answers  fast  and  efficiently. 


1  Includes  integrated  Ethernet  and 
V90  56K'  modem  ports  for  hassle- 
free  Internet  and  LAN  connectivity. 


'on 


1  On-the-road  presentations  couldn't  be  sweeter 
with  this  impressive  multimedia  package. 
Includes  built-in  booming  subwoofer  sound 
system,  built-in  DVD  and  an  eye-grabbing 
13.3"  diagonal  TFT  active-matrix  display. 


<  Affordable,  packed  with  performance, 
and  capable  of  tackling  anything  that 
comes  your  way.  That  makes  this 
business  solution  a  great  value  for 
any  size  business. 


>k  about  our  0%  Easy  Lease™  financing  available  through  January  31,  2001. 
To  buy  direct  call  1-800-TOSHIBA  or  visit  shoptoshiba.com. 


choose  freedom™ 

TOSHIBA 


udes  Microsoft®  Windows'"  Millennium  Edition — the  home  version  of  the  world's  favorite  software. 

>merica  Information  Systems.  Inc.  All  rights  reserved.  Satellite  is  a  registered  trademark,  and  choose  freedom,  EasyLease  and  VirtualTech  are  trademarks  of  Toshiba  America  Information  Systems.  Inc. 
I  Inside  logo  are  registered  trademarks  and  Celeron  is  a  trademark  of  Intel  Corporation.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation.  All  specifications  and  availability  are 
ie.  Toshiba  reserves  the  right  to  withdraw  or  change  the  VirtualTech  offers  without  notice  'Due  to  FCC  limitations,  speeds  of  53Kbps  are  the  maximum  permissible  transmission  rates  during  download. 
Actual  data  transmission  speeds  will  vary  depending  on  line  conditions  ?GB  means  1  billion  bytes. 


Now  we've  made  paying  bills  online 
as  secure  as  paying  them  by  mail. 

Introducing  USPS  eBillPay. 


USPS  eBillPay 


bol  is  a  registere(J$ademark  of  the  United  States  Postal  Service 


Now  you  can  receive  and 
bills  online  with  the  peop 
you've  always  trusted 
deliver  to  your  mailbox 
U.S.  Postal  Service.  Becau 
even  if  our  delivery  methc 
change,  our  secure,  reliab 
service  stays  the  same.  Fli 
out  more  about  USPS  eB; 
at  www.usps.com  • 


UNITED  STATES 
POSTAL  SERVICll 


www.usps.com\ 
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Fly  Like  an  Eagle? 


>  u  ivi  iyi  c  n  I  m  n  i 


n  Events  at  Home  and  Abroad 

y  Caspar  W.  Weinberger,  chairman 


THE  FIRST  PRIORITY  FOR  OUR  NEW  PRESIDENT 


CEMBER  FORUM  AT  THE  HERITAGE  FOUNDATION  MADE 
some  very  unwelcome  truths  about  the  weakness  of  our 
;d  forces,  the  correction  of  which  must  be  the  first  prior- 
ir  our  new  President.  That  is  why  all  those  familiar  with 
ecurity  needs  are  so  delighted  with  President  George  W. 
's  splendid  nomination  of  Donald  Rumsfeld  as  secretary 
fense.  Few  are  as  knowledgeable  as  Rumsfeld  about  our 
lse  needs,  and  even  fewer  would  be  able  to  secure  ap- 
riations  to  fulfill  those  needs. 

he  Clinton  Administration,  by  giving  lip  service  but  lit- 
se  to  the  military's  capability  to  fight  and  win  two  major 
ter  wars  simultaneously,  has  made  carrying  out  that 
-honored  strategy  successfully  an  impossibility.  Since 

the  military's  size  has  been  cut  48%,  and  its  capabilities 

more.  We  have  more  than  700,000  fewer  active  duty 
?s  now  than  we  did  in  1985,  and  spend  $150  billion  less 
pport  them.  Since  the  Cold  War  was  won,  the  Clinton 
linistration  has  deployed  the  military  more  than  30 
s  beyond  normal  training  and  operations.  (The  Army 
i  has  144,716  soldiers  in  126  countries.)  Our  forces  have 

sent  on  endless  assignments  to  such  places  as  Bosnia, 
vo  and  Haiti,  where  there  is  no  chance  of  "winning"  be- 
i  there  are  no  clear-cut  objectives  or  exit  strategies, 
lany  of  these  operations  are  what  are  delicately  termed 
rations  other  than  warfare,"  meaning  they  do  not  help 

our  forces  in  their  principal  task  of  winning  wars.  This 
mously  increased  operational  tempo  is  being  demanded 
nilitary  that  is  not  only  less  than  two-thirds  its  Cold  War 
but  also  hampered  by  inadequate  budgets  and  a  mis- 
?d  procurement  policy.  Our  military  equipment,  superb 
e  1980s,  is  aging  faster  than  it  is  being  replaced.  Our  so- 
i  peace  operations  cost  us  $3  billion  a  year.  The  various 
;ss,  pointless  Balkan  operations  have  cost  more  than  $15 
>n,  money  that  should  have  gone  to  the  modernization 
replacement  of  aging  equipment, 
'here  are  many  other  major  problems  facing  our  armed 
IS.  Morale  is  far  lower  than  it  should  be,  and  all  branches 
e  service  are  falling  behind  in  recruitment  and  retention. 
305,  if  current  plans  are  carried  out,  research  and  devel- 
ent  of  new  weapons  will  be  down  32%  since  1987.  In- 
,  there  is  scarcely  a  category  that  does  not  require  imme- 
•  and  costly  improvement.  The  military's  situation  is 
/  similar  to  the  one  it  faced  in  1981. 
'hat  year,  at  my  first  congressional  hearing  as  secretary 
■fense,  I  was  repeatedly  asked,  "What  is  your  highest  pri- 
?"  I  told  the  committee  I  had  several  "highest  priorities." 


The  first  was  to  restore  the  morale  of  our  forces.  We  could 
best  do  that  by  asking  for  congressional  authority  to  insure 
that  pay  and  allowances  at  least  kept  up  with  inflation.  The 
second  was  to  restore,  modernize  and  improve  our  weapons. 
Once  again  we  must  do  the  same  for  morale  and  weapons; 
only  then  will  we  regain  the  strength  lost  by  Mr.  Clinton's 
dangerous  "procurement  holiday." 

Lest  We  Forget 

We  have  no  defense  whatsoever  against  the  ballistic  missiles 
of  Russia,  China  and  North  Korea.  In  addition,  our  policy  to- 
ward each  of  these  countries  has  been  one  of  appeasement. 
This  naturally  has  been  a  source  of  worry  to  our  allies.  (How 
we  can  and  should  defend  the  U.S.  and  regain  our  military 
strength  are  well  presented  in  the  Heritage  Foundation's  Pri- 
orities for  the  President,  by  Baker  Spring  and  Jack  Spencer.) 
Don  Rumsfeld  recently  piloted  a  bipartisan  commission  of 
experts  to  its  unanimous  conclusion  that  we  may  face  the 
unimaginable  dangers  of  missile  attacks  far  sooner  than  Pres- 
ident Clinton  was  willing  to  acknowledge. 

Foremost  in  giving  our  forces,  our  country  and  our  allies 
a  defense  against  these  deadly  missiles  is  the  need  to  announce 
now  and  unequivocally  that  we  will  no  longer  be  bound  by 
the  Anti-Ballistic  Missile  Treaty.  By  all  legal  standards  that 
treaty  is  already  dead  because  the  old  U.S.S.R.,  a  party  to  the 
treaty,  is  dead.  Such  a  declaration  is  needed  because  Mr.  Clin- 
ton has  insisted  on  adhering  to  the  ABM  Treaty  in  pursuance 
of  his  doctrine  that  it  is  more  important  to  protect  this  de- 
funct treaty  than  to  protect  ourselves.  While  some  of  our  al- 
lies— and  all  of  our  presumptive  opponents — will  object,  the 
decision  to  deploy  a  defense  robust  enough  to  protect  our- 
selves and  our  allies  should  help  reduce  their  objections. 

A  Must 

These  tales  of  woe  are  not  fatal  nor  need  they  be  permanent. 
But  the  Bush  Administration  knows  we  must  have  advocacy  to 
support  policies  and  spending  levels  designed  to  restore  the 
military — not  to  its  Cold  War  levels  but  to  the  level  required  to 
help  maintain  peace  and  freedom  for  ourselves  and  our  allies. 
Vigorous,  firm  and  continual  advocacy  will  be  needed  to  ad- 
vance effectively  and  explain  clearly  the  policies  and  spending 
levels  required.  Once  the  American  people  understand  how 
much  is  at  stake,  I  am  confident  they  will  support  what  needs 
to  be  done — as  they  did  under  President  Ronald  Reagan. 

President  Bush  and  Secretary  of  Defense  Rumsfeld  are 
what  this  country  has  needed  for  eight  years.  F 
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Thales  (Miletus  625  B.C.  -  547  B.C.) 


YOU'HE  LDODCOINIIl  AT  A  WOGILO 

M  MOBIL!  M  TIBHIMOLOdYo 
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SLAUGHTER  OF  INNOCENTS 


I  DOT-COM  ERA  BLASTED  OFF  ON  AUGUST  9,  1995,  WHEN 
ikers  took  Netscape  public  at  $28  a  share,  a  brazen  bluff, 
ible  the  usual.  Going  public  implied  a  $1.1  billion  market 
,  with  no  earnings.  Sales  of  . . .  well,  let's  talk  about  sales. 
:re  were  no  sales.  Netscape  gave  the  browser  away.  Hook 
pie,  then  charge  for  version  2.0.  That  was  the  idea. 
The  public  bit.  Netscape  went  out  at  $28,  fetched  $71  on  the 
:  trade,  and  coasted  to  the  finish  line  on  the  first  day  at  $58. 
The  gold  rush  was  on.  During  the  next  four  and  a  half 
rs  it  produced  a  travel  agency  called  Priceline.com,  worth, 
ts  top,  more  than  American  Airlines  and  Delta  put  to- 
ier.  It  gave  us  Amazon.com,  worth  $33  billion,  and  it  em- 
dened  Jeff  Bezos  to  swallow  $1.25  billion  of  convertible 
t.  It  gave  usYahoo.com  at  $140  billion;  America  Online  at 
5  billion.  It  gave  us  Ivillage,  a  women's  "content  play" 
h  1.6  million  members,  at  $3.4  billion.  At  the  top,  you 
ld've  swapped  Ivillage  for  two  Meredith  Corps.  Just  the 
1  controls  50%  of  the  women's  magazine  market. 


d  Kegs  and  Togas 

:  swashbuckling  1980s,  that  decade  of  awakened  share- 
der  activism,  raiders,  LBOs  and  Milken's  junk  bonds  now 
ks  like  a  prim  decade,  just  as  the  sex  revolution  of  the 
Os  was  a  blush  beside  what  followed.  Scandalizing  the 
iham-Dodd  set,  the  1980s  gave  us  EBIT  and  EBITDA  as 
rs  to  look  past  profit  and  discover  potential  in  such  flyers 
/IcCaw,  Turner,  MCI  and  TCI. 

But  1995-2000  went  way  beyond  that.  In  a  reversal  of  his- 
i,  Wall  Street  took  its  cue  from  Sand  Hill  Road.  By  1997  the 
i  camps  were  stumping  for  the  new  value  gospel,  based  on 
:e-per-eyeball,  price-per-click,  price-per-lifetime-cus- 
ler-revenue,  and  EBE  (earnings  before  expenses).  It  was  a 
l  of  the  times  that  nobody  knew  whether  EBE  was  an  in- 
:  joke  or  was  actually  serious.  For  a  while  it  looked  serious, 
"tups  up  and  down  Silicon  Valley  were  fetching  first-round 
ist  money"  valuations  of  $100  million  or  more.  Many  were 
vhat  the  CEOs  breezily  called  the  "prerevenue"  stage. 
In  strides  Alan  Greenspan.  To  remove  the  punch  bowl? 
in  the  fall  of  1999  the  Fed  chief  wheeled  up  to  the  party 
b  Bud  kegs  and  togas.  Fearing  a  Y2K  meltdown  and  a  run 
ATM  machines,  Greenspan  pumped  $100  billion  into  the 
nomy.  In  March  2000  the  liquidity-goosed  Nasdaq  shot 
DUgh  5000.  This  prompted  a  New  Economy  consultant 
ned  Geoffrey  Moore  to  send  out  an  T         t  _.. ,.  .  D  .  . 

rwl  To  see  past  Digital  Rules  columns 
iail  poll.  He  asked  the  month  and  year  I  VjSjt  our  web  site  at 

en  the  Nasdaq  would  overtake  the   1AJI  www.forbes.com/karlgaard. 


Dow.  The  consensus  was  three  years.  One  respondent  said 
June.  But  the  peak  was  at  hand.  On  Mar.  10,  Nasdaq  hit  its 
high  of  5132,  and  within  a  week  the  Dow  Jones  Internet 
Commerce  Index  also  peaked  at  280.29. 

Thus  began  the  slide.  It  turned  into  an  avalanche  on  Apr. 
14,  when  sell  orders  went  out  to  raise  cash  for  the  unprece- 
dented capital  gains  tax  bills  coming  due  the  next  day.  The 
bills  were  huge!  So  was  the  sell-off.  Down  went  tech.  Realiz- 
ing he'd  been  snookered  on  the  Y2K  crisis,  Greenspan  began 
mopping  up.  Down  went  Nasdaq  again.  More  pain,  said 
Alan.  Down  went  tech  yet  again — and  again,  and  again. 

Are  we  at  the  bottom?  For  good  companies,  yes.  Caveat: 
I've  called  the  tech  bottom  too  soon  before,  as  when  Nasdaq 
almost  cracked  through  3000  this  summer.  Sorry,  folks.  But 
I'm  calling  it  again,  and  here's  why: 

•  The  wipeout  now  has  rolled  through  every  sector:  optical 
networking  was  the  last  to  go. 

•  The  innocent  have  been  slaughtered  with  the  guilty.  Cy- 
press Semiconductor  trades  for  nine  times  earnings.  Here's  a 
company  with  good  managers,  a  long  history  of  earnings 
growth  and  timely  products  in  hot  markets,  such  as  wireless 
and  Sony  PlayStation  2.  Yet  it's  trading  at  a  60%  discount  to 
the  S&P  and  at  an  even  steeper  discount  to  the  growth  of  the 
industries  it  serves.  Cypress  is  not  alone.  Take  a  look  at  Mo- 
torola, National  Semiconductor,  TSMC,  Applied  Materials, 
Williams  Communications  and  others  in  chips  and  telecom. 
Or  consider  Apple,  which  trades  for  little  more  than  cash. 

•  Inflationary  signs  are  waning  fast.  Layoffs  have  knocked  the 
wind  out  of  wage  pressure.  Oil  is  dropping.  A  big  story  in 
2001  will  be  how  B2B  exchanges — such  as  Commerce  One, 
Ariba,  Broadvision  and  SAP — let  manufacturers  gut  costs. 
Example:  The  Covisint  auto  industry  exchange  will  strip  10% 
out  of  the  cost  of  a  car. 

•  Moore's  Law  on  chips  keeps  chugging.  Digital  storage  and 
bandwidth  evolve  faster  yet.  These  trends  are  hard-wired 
(even  for  wireless).  Their  continued  exponential  climb  up- 
ward relies  on  physics  and  human  ingenuity,  less  on  capital. 

Was  the  dot-com  bubble  good  for  America?  Yes,  ab- 
solutely. Our  large  companies  are  the  fittest  in  the  world. 
They  owe  it  to  the  1995-2000  period's  threat  from  the  dot- 
coms. Forced  adaptation  is  better  than  no  adaptation. 

Will  dot-coms  rise  again?  Ask  yourself  before  you  answer: 
Did  the  technology  capital  bust  of  1985  kill  the  young  PC  in- 
dustry? The  elders,  Wang,  Apollo  and  Digi- 
tal, might  have  hoped  so.  The  newbies,  such 
as  Microsoft,  just  licked  their  chops.  F 
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The  Next  Bubble 

stocks  Even  after  Nasdaq's  collapse,  many  companies  carry  startling  valuations. 
Brace  for  more  fallout— and  what  may  be  a  long  wait  for  a  rebound,  by  Robert  lenzner  and  jack  eg; 


THE  NASDAQ  BUBBLE  HAS 
burst,  but  more  turmoil  lies 
ahead.  The  real  surprise:  Now 
that  most  tech  stocks  have 
taken  a  beating,  it  may  be  the 
Old  Economy's  turn. 

Billions  of  dollars  have  fled  tech  in 
favor  of  old  standbys,  such  as  pharma- 
ceuticals and  brand  icons  like  Coke  and 
Gillette.  Now  drug  stocks  are  at  some  of 

S&P500  from  peak  to  trough 
Sept '29  to  Apr '30  to 

Nov  '29  June  '32 


their  highest  valuations  in  a  decade,  and 
some  old-line  marketers  carry  the  prices 
once  accorded  high-tech  hotshots. 

Since  the  market  began  teetering 
last  April,  Schering-Plough's  price-to- 
earnings  ratio  has  soared  38%  to  36;  Eli 
Lilly  &  Co.'s  multiple,  now  at  35,  is  up 
30%;  Merck's  has  jumped  31%  to  34. 
The  biotechs  are  even  higher — Human 
Genome  Sciences  still  trades  at  350 


times  sales;  it  has  no  earnings. 

Overall,  the  Standard  &  Poor's  f 
index  carries  a  P/E  ratio  of  25,  based 
trailing  12-month  net.  But  73  memb 
of  that  metric  sell  at  more  than  40  tin 
earnings.  Coca-Cola  Co.  is  now  a 
daunting  80  times  net.  Colgate-Pain 
live's  multiple  is  37,  Gillette's  is  42.  A 
the  big  insurer,  is  at  an  alltime  high  of 

"If  we  have  a  recession,  the  S&I 
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How  Now  Rebound? 

While  the  Nasdaq  index  has  tumbled 
50%  since  its  March  peak,  the  S&P  is 
off  only  13%  from  its  high.  The  Dow  is 
down  a  modest  8.8%  since  January. 


4  years,  5  months 


Source:  Interactive  Data  Corp.  via  FactSet  Research  Systems 
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way  too  high,"  warns  Leon  Cooper  - 
i,  founding  partner  of  Omega  Advi- 
>,  a  large  hedge  fund.  The  broader 
ae  Line  index  of  1,700  stocks  trades 
mly  14  times  earnings — a  40%  dis- 
nt  to  the  S&P,  he  notes. 
Moreover,  even  after  the  tech  rout, 
le  fallen  stars  are  still  wildly  valued. 
:o  is  down  50%  but  still  sells  at  93 
es  earnings,  more  than  triple  its 
s  growth.  Qualcomm's  multiple  is 
Siebel  Systems'  ratio  is  214,  and  Ju- 
ix  Networks'  is  a  hyperbolic  432. 
Thus,  while  the  Nasdaq  has  tum- 
1  50%  from  its  March  peak  (to  fall 
)w  2500),  the  S&P  500  is  off  only  1 3% 
n  its  high  the  same  month;  the  Dow 
own  a  modest  8.8%  from  a  high  last 


i         Jan  73  to         Sept '87  to 

1           Sept  74 

Nov  87 

-30% 

1  year,  6  months 

I  -43% 

1  year,  9  months 


January;  and  the  broader  New  York 
Stock  Exchange  index  is  down  only  3% 
from  its  zenith  last  September. 

Some  say  all  this  makes  more  de- 
clines likely  (after  a  possible  bounce-back 
of  15%  to  25%  once  tax-loss  selling  sub- 
sides). If  earnings  disappoint  in  2001,  a 
drop  to  1800  on  Nasdaq  is  plausible. 

It's  tough  to  predict  how  long  a  re- 
bound could  take.  In  70  years  recovery 
in  the  S&P  has  occurred  after  as  little  as 
eight  months — and  as  long  as  15  years. 
It  could  take  3  to  4  years  for  Nasdaq  to 
return  to  5000,  says  Delaware  Group 
portfolio  manager  Gerald  Frey. 

One  concern:  Margin  debt  remains 
high — $219  billion,  higher  than  in  the 
euphoria  of  November  1999  and  three 


times  as  high  as  five  years  ago.  That 
means  high-risk  investors  still  haven't 
bailed  out.  "We  haven't  had  the  psycho- 
logical washout  or  reduction  in  margin 
debt  we've  seen  in  the  past,"  says  James 
Stack  of  Investech,  an  advisory  service. 

Another  worry:  Mutual  funds  still 
managed  to  draw  in  a  net  increase  of 
$8.8  billion  in  November.  Sure,  that  was 
down  54%  from  the  month  before,  but 
"there's  been  no  major  flight  from  ag- 
gressive-growth mutual  funds,"  says 
Charles  Biderman,  who  tracks  fund 
flows  at  Trimtabs.com.  Mutual  fund  in- 
vestors, if  anything,  have  been  breath- 
ing life  into  the  market  by  buying  as  the 
market  has  fallen  to  each  new  low. 

Veteran  analyst  Harold  Ehrlich 
likens  the  decline  to  the  step-by-step 
rout  of  1961-62,  when  almost  25%  of 
Big  Board  stocks  fell  50%  or  more  from 
their  peaks.  Blue  chips  reeled;  IBM  fell 
from  $607  to  $300.  Massive  losses 
wracked  companies  from  U.S.  Steel  to 
ABC  to  Polaroid.  Many  of  these  widely 
held  issues  didn't  make  up  their  losses 
until  the  end  of  the  1960s.  Let's  hope 
history  doesn't  repeat  itself.  ¥ 
Research:  Victoria  Murphy  and  Daniel  Kruger 


More  Pain.  No  Gain 

Investors  have  been  clawed  by  the 
bear,  but  they're  in  disbelief.  High 
multiples  for  next  year's  profits  suggest 
these  stocks  are  still  expensive. 


Company  Est  2001 P/E 

Viacom  136 

Applera  Corp  Applied  Biosys  91 

Niagara  Mohawk  Holdings  70 

Qwest  Communications  Intl  68 

Time  Warner  67 

EMC  65 

Homestake  Mining  63 

America  Online  57 

Potlatch  52 

Allergan  52 

Enron  51 

Forest  Laboratories  49 

Walgreen  49 

Kohl's  49 

Medtronic  48 

King  Pharmaceuticals  47 

Alza  43 

Schlumberger  42 

Automatic  Data  Processing  41 

Charles  Schwab  40 

Stryker  38 

Corning  38 

Calpine  38 

Thermo  Electron  37 

Sysco  36 

US  Airways  Group  36 

Pfizer  36 

Baker-Hughes  36 

American  International  Group  3  5 

Coca-Cola  35 

PerkinElmer  35 

Pharmacia  35 

Colgate-Palmolive  34 

Aetna  33 

Wal-Mart  Stores  33 

Home  Depot  33 

Nortel  Networks  33 

Coca-Cola  Enterprises  33 

General  Electric  33 

Progressive  33 


Sources:  Interactive  Data  Corp  and  IBES  International 
via  FactSet  Research  Systems. 


s  tough  to  predict  how  long  a  rebound  couid  take. 
70  years  of  peaks  and  slumps,  recovery  has  come 
as  little  as  eight  months— and  as  long  as  15  years. 
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Shop  Till  You  Flop 

food  After  chewing  up  the  U.S. 
grocery  business,  Ron  Burkle  is 
salivating  over  the  Internet.  Does  he 
really  have  the  stomach  for  it? 


F 


BY  DOROTHY  POMERANTZ 

IOR  SOMEONE  WHO  HATES  PUBLICITY,  LOS 
Angeles  supermarket  billionaire  Ronald 
Burkle  sure  keeps  popping  up.  Most  re- 
cently his  late-night  conversation  with  former 
President  Clinton  about  pardoning  Michael 
Milken  appeared  in  the  newspapers.  Before  that 
gossips  drooled  over  his  falling-out  with  Hollv- 
wood  dealmaker  Michael  Ovitz.  "Things  get 
leaked  to  reporters  and  they  get  taken  out  of 
context,"  says  Burkle,  48,  safely  hidden  behind 
the  tinted  windows  of  his  Yucaipa  Cos.  holding 
company  on  Sunset  Boulevard.  "I'd  rather  just 
not  have  the  press  paying  attention  to  me." 

But  get  Burkle  going  about  his  latest  business 
scheme,  and  he  can't  keep  quiet.  He  intends  to 
make  grocery  stores  the  center  of  a  new  Internet 
retailing  universe:  Preexisting  warehouses,  truck 
fleets  and  stores,  he  says,  can  help  e-tailers  save 
on  shipping  costs  by  delivering  orders  to  the  gro- 
cery, where  customers  pick  them  up.  "The  aver- 
age American  goes  to  the  supermarket  two  times 
per  week,"  wheezes  Burkle,  still  recovering  from 
a  cold  that  kept  him  up  the  night  before.  "This  is 
the  way  things  ultimately  will  be." 

One  little  hangup:  Other  than  the  2.3°o  stake 
he  received  in  Kroger  when  he  flipped  his  Fred 
Mever  chain  in  1999,  he  doesn't  own  grocery 
stores  anymore.  That  may  have  contributed  to 
the  tanking  of  a  similar  attempt  to  integrate 
CheckOut.com  with  the  450  Ralphs  grocery 
stores  he  once  controlled.  A  partnership  between  Ovitz  and 
Burkle.  CheckOut  was  to  deliver  orders  to  the  stores,  while 
the  site  was  cross-promoted  in  Ralphs'  advertising.  But  after 
a  disagreement  over  strategy,  both  Burkle  and  Ovitz  bailed. 

"I  still  have  influence  at  Kroger,"  he  insists.  "If  I  have  a 
good  idea  and  the  time  is  right,  I  can  certainlv  take  it  to  any 
grocery  executive  and  get  the  deal  done." 

The  idea  has  merit.  In  fact,  the  7-Eleven  convenience 
store  chain  is  already  using  its  Japanese  stores  as  Internet  de- 
livery depots  and  has  rolled  out  similar  serv  ices  in  some  of 
its  Dallas  stores  [  FORBES,  Apr.  3,  2000).  "This  is  a  natural  ex- 
tension of  the  conv  enience  store,"  says  lames  Keyes,  president 
and  chief  execut  .  officer  of  7-Eleven. 

Question:  Is  Burkle  really  the  guy  to  pull  it  off?  Some  of 
his  post-grocen  i  :<tments  inspire  little  confidence.  He 
paid  $23  million  for  convertible  preferred  stock  and  warrants 


Burkle  intends 
to  make 
grocery  stores 
the  center  of 
a  new  Internet 
retailing 
universe.  


Business  genes: 
Can  Burkle 


deliver  again? 


in  Cyrk  Inc.,  a  Wakefield.  Mass.  distributor 
Beanie  Babies  toys  that  also  delivers  prom 
tional  items  to  McDonald's.  After  Burkle 
rived  in  September  1999  and  was  named  chai 
man,  the  stock  climbed  to  almost  S14.  but 
has  since  tumbled  to  below  S3,  sending  I 
shares  underwater. 

Here  again  Burkle  saw  convergence.  He 
readv  controlled  Golden  State  Foods,  a  t 
supplier  to  McDonald's.  Cyrk  distributed 
McDonald's,  too.  In  addition  to  the  possibi 
ties  for  blending  the  businesses,  Burkle  steer 
the  companv  into  related  Internet  investmen 
including  S10  million  in  Alliance  Entertai 
ment,  a  video  and  music  distributor  Burkle 

ready  chairs. 

But  while  Cyrk  was  seeking  Internet  gold,  its  regular  bu 
ness  stumbled.  McDonald's  dropped  Cyrk  as  its  Europe 
distributor,  and  Beanie  Babies  temporarily  discontinu 
making  the  toys.  Cyrk's  Internet  stakes  have  fared  little  bett 
The  company  took  a  $2  million  writedown  on  its  inve 
ments  and  hired  Donaldson,  Lufkin  &  Jenrette  to  "se 
strategic  alternatives." 

"If  it  were  up  to  me,  I'd  buy  all  the  stock  and  take 
companv  private,"  says  Burkle.  "But  I  can't.  It  just  should 
be  public.  It's  a  hits  company,  which  the  market  doesn't  lik 

Investors  may  be  wiser  to  follow  what  Burkle  elects  not 
do.  Last  February  he  joined  Leon  Black's  Apollo  Manaj 
ment  and  others  to  pump  SI 20  million  into  online  gro« 
Peapod.  But  Burkle  pulled  out  at  the  last  minute.  Peapo 
stock  has  since  tumbled  93°o  from  its  32-week  high. 
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Vhichever  way  you  go,  you'll  require  a  sturdy  mode  of  transport.  prefers  something  with  a  fresher  scent.  We  recommend  a  new  car 
)ne  capable  of  carrying  all  the  treasures  you  may  acquire  .^^ff^.  smell,  with  just  a  hint  of  leather.  Wend  your  way  toward  a 
or  some,  a  camel  will  do.  But  the  well-seasoned  traveler      ^5((ijP^      Land  Rover  Centre,  and  see  what  a  Range  Rover  is  made  of. 


Easy 


f*g±  wealth!  The  year  2000  was  a  grim  one  for  investors  of  every  size,  from 
celebrated  hedge  fund  managers  to  anonymous  401  (k)  contributors  ... 


EM^^  DAVID  FILOA 

bn   -$8  bill 


...  but  nobody  lost  more  money  than  William  H.  Gates  III.  The  software  mogul  started  the  year 
with  $100  billion,  but  Microsoft's  sinking  stock  price  shrunk  his  fortune  by  $58  billion  ... 


...  Gates  can  take  comfort  in  the  fact  that  he's  still  the  world's  richest  man.  Many  of  his  high-tech 
colleagues  aren't  so  fortunate.  In  the  past  12  months  many  nearly  had  their  entire  fortunes  wiped  out. 


A  Bridge  Too  Far 

CAPITAL!  Ina  triumph  of  hope  over  prudence, 
money  men  ante  up  for  a  last  shot  at  the  jackpot. 

BY  QUENTIN  HARDY 

ANY  GOOD  POKER  PLAYER  KNOWS  THE  WORST  TEMPTA- 
tion  is  to  fall  in  love  with  the  hand  you're  dealt.  It 
makes  you  bet  when  you  shouldn't,  hold  out  for  a  mir- 
acle, even  pay  more  just  to  see  the  other  guy's  cards. 

Silicon  Valley  venture  capitalists  are  the  latest  to  succumb 
to  this  draw,  anteing  up  not  with  chips  but 
with  so-called  bridge  loans.  These  hastily  as- 
sembled, short-term  loans  are  intended  to 
help  faltering  dot-coms  get  through  tough 
times,  with  the  hope  their  cards  will  soon  im- 
prove. But  what  happens  when  firms  fold? 

"Some  of  these  deals  are  a  lot  like 
poker,"  admits  Charles  (Chuck)  Robel  of 
Hummer  Winblad  Venture  Partners. 
"There  are  deals  where  you  look  at  a  hand 
you  don't  want  to  play  anymore,  and  there 
are  others  where  you'll  bet  a  little  more  be- 
cause you  could  still  win  the  pot." 

His  firm  is  supporting  a  few  compa- 


nies with  "peanuts"— loans  of  $500,000  to  $2  million  tl 
he  hopes  will  be  recouped  if  and  when  he  finds  buyers 
the  struggling  firms. 

That  will  take  lots  of  luck.  The  Nasdaq  plunge  has  fl 
tened  the  asking  prices  for  broken  dot-coms,  and  the  tii 
spent  arranging  the  loans  makes  the  bets  even  costlier. 

"I'm  now  spending  90%  of  my  time  with  my  existing  pc 
folio  companies,"  says  Warren  Packard  of  Internet-bacl 
Draper  Fisher  Jurvetson.  Normally  he'd  spend  75%,  he  sa 
His  firm  has  extended  about  $15  million  in  bridge  loans  in 
past  few  months  to  companies  like  Web  services  exchar 
Outcome  and  infrastructure  plays  like  I\ 
that  support  e-tailers  who  had  hoped  fo 
strong  Christmas  season. 

Early  industry  reports,  however,  sa> 
was  a  tepid  e-Noel.  So  was  Packard  payi 
just  to  see  how  a  losing  hand  played  out? 
admits:  "The  thought  crosses  your  mind 
No  doubt  it  has  crossed  the  mind 
Timothy  Draper,  senior  partner  at  Drap 
Fisher.  Last  April  he  declared  that  the 
ternet  was  simply  "the  greatest  revolutii 
in  the  history  of  the  world,"  and  said  it  vv 
probably  undercapitalized.  Turns  out 
only  needed  a  few  dollars  more. 
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Ever  seen  a  computer  deliver  anything?  Close 
a  deal?  Go  with  its  gut?  It's  people  -  your 
customers,  employees,  and  suppliers  -  that 
run  your  company.  And  we've  designed 
PeopleSoft's  new  generation  of  e-business 
applications  to  help  your  people  turn 
e-business  into  e-profits. 


www.peoplesoft.com  1.888.773.8277 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet 


Spoils  Sport 

politics  A  mad  rush  is  on 
for  6,000  plum  jobs  in  the  Bush 
Administration.  With  the 
shortest  transition  in  modern 
history,  there's  no  time  to  lose. 

BY  IRA  CARNAHAN 

TO  THE  \1CTOR  BELONG  THE  SPOILS 
of  the  enemy,"  a  New  York  senator 
declared  in  defending  one  of  the 
president's  political  appointments.  The 
president  was  Andrew  Jackson;  the  year 
was  1832.  It  might  as  well  have  been 
George  W.  Bush  in  2001. 

Republicans  are  in  a  rush  to  replace 
the  Democratic  cronies  who  have  inhab- 
ited 6,000  plum  jobs  for  eight  years.  The 
Clinton  clan  submitted  resignations  on 
Dec.  15,  effective  Inauguration  Day.  No 
severance  for  them.  Some  35,000  re- 
sumes— and  1 ,000  or  more  every  day — 
have  poured  in  to  fill  their  jobs,  alleging 
myriad  skills  and  key  connections.  The 
most  important  trait:  fealty  to  the  Dubya. 

For  those  who  worked  on  the  cam- 
paign— especially  if  they  joined  before 


Bush  locked  up  the  Repub- 
lican   nomination — the 
hard  part  is  deciding  which 
job  they  want.  There's 
even  a  government  guide 
to   help — the  "Plum 
Book,"  which  lists  slots 
and  their  pay,  from  U.S 
Trade     Representative  to 
deputy-administrator-in-the-offke-of- 
the-undersecretary-for-rural-develop- 
ment.  For  the  fattest  cats  there's  the  Prune 
Book,  providing  the  skinny  on  several 
dozen  top  slots. 

Why  the  grabfest  when  even  high 
Cabinet  posts  pay  all  of  $157,000  and 
most  jobs  pay  far  less?  Power  first,  money 
later.  "The  allure  of  serving  a  President  is 
very  powerful,"  says  Marshall  Wittmann, 
who  worked  on  the  Daddy  Bush  transi- 
tion in  1988.  "Some  people  go  in  to  cash 
in  afterwards.  Commerce  and  Treasury 
are  the  two  plums  that  might  translate 
into  a  nice  job  in  the  private  sector." 

Sorting  through  all  the  supplicants — 
um,  applicants — is  a  pain.  "Every  ap- 
pointment made  gives  me  one  ingrate 
and  100  enemies,"  Thomas  Jefferson 
wrote  200  years  ago.  John  F.  Kennedy  had 


3  people  to  handle  hii 
in  1961;  Bill  Clinton 
more  than  200. 

Sage  pols  say  the  r 
way  in  is  to  have  y 
name  dropped  by  a 
Bushfolk,  but  not  tc 
seen  as  pleading  for  a  p 
It's  very  awkward,"  says 
Reagan  and  Bush  alum  v 
hopes  to  join  the  occupying  army.  "If 
don't  promote  yourself,  people  might 
think  of  you.  If  you're  too  self-pron 
ing,  you  turn  people  off.  You  need  to  v 
a  fine  line." 

"It's  almost  like  that  old  game,  Six 
grees  of  Kevin  Bacon,"  says  Paul  Light 
adviser  to  the  nonpartisan  Presider 
Appointee  Initiative.  "If  my  senator  g 
it  to  this  person,  who  gives  it  to  that  \ 
son,  who  gives  it  to  this  person,  who  t 
gives  it  to  Cheney,  that's  four  times 
been  endorsed  on  the  way  to  his  desk 
How  do  you  land  a  sweet  sineci 
The  official  Web  site,  BushCheneyTr 
sition.com,  lets  you  apply  online, 
forget  about  it.  Says  Light;  "The  odd 
getting  a  job  that  way  are  about  as  cl 
to  zero  as  you  can  get." 


Strange  Bed 


fellows 


taxing  matters:  Just  what  California 
distressed  companies  don't  need:  higher  taxe 


Taxman:  Republican  William  Leonard 
wants  business  to  pay  its  fair  share. 


BY  ELISA  WILLIAMS 

AN  UNABASHED  LIBERAL  AND  FOR- 
mer  union  boss,  Gus  S.  Kramer  is 
no  friend  to  big  business.  Now  the 
tax  assessor  of  Contra  Costa  County, 
Calif.,  he  is  spoiling  tor  a  fight  with  util- 


ities and  refineries  that  want  big  cuts  in 
property  taxes. 

"Large  industry  is  stealing  our  chil- 
dren's education  at  night,"  he  rails,  com- 
plaining that  homeowners  carry  a  dis- 
proportionately larger  share  of  the  tax 
load.  As  for  businesses,  "We'll  hold  their 
feet  to  the  fire  till  the  end." 

That  kind  of  business-bashing  is  pre- 
dictable from  someone  like  Kramer,  who 
claims  the  state's  infamous  Proposition 
13  tax  cuts  pushed  him  out  of  a  job  as  a 
deputy  coroner  in  1979.  But  his  inflamed 
rhetoric  appeals  to  an  eclectic  enclave 
that  goes  beyond  soak-the-rich  lefties  to 
include  conservative  renegades  and  other 
unlikely  allies. 

William  R.  Leonard,  a  Republican  as- 
semblyman from  Rancho  Cucamonga, 
helped  write  the  rules  to  implement  Prop. 


13.  He,  too,  wants  to  boost  busines 
taxes.  "It's  not  like  I've  been  lusting 
raise  corporate  property  taxes,"  he  s. 
"It's  something  the  facts  now  justify." 

At  issue  isn't  so  much  tax  rates  the 
selves  as  companies'  success  at  using  a 
tie  legerdemain  to  dodge  higher  p 
ments.  When  a  property  changes  hand 
often  gets  reassessed  at  a  higher  valu< 
and  the  tax  bill  rises.  The  antibiz  sect  5 
firms  have  exploited  loopholes  in  Pr 
1 3  to  disguise  their  property  sales  by  us 
land  leases,  limited  partnerships  that 
stakes  in  the  entity  rather  than  the  pr 
erty  and  other  means. 

Prop.  1 3  generally  limits  tax  incre; 
to  2%  a  year  so  long  as  a  property  i: 
sold  or  heavily  remodeled.  The  disp; 
ties  can  be  huge.  In  Milpitas,  the  Beve 
Heritage  Hotel  was  sold  in  1997  and 
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it  11  s  pari  ot  a  rocusea  strategy,  your  people  emorace  it, 
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Cap  Gemini 
Ernst  &YOUNG 


reassessed  at  $  1 7 1 ,586  per  room,  or  $33.6 
million.  The  nearby  Crowne  Plaza  hotel 
hasn't  changed  hands  since  1987  and  is 
at  $62,378  per  room,  or  $19  million. 

Result:  Homeowners  owned  38.2% 
of  the  state's  total  assessed  value  in  fiscal 
2000,  up  from  32.8%  in  1991.  Commer- 
cial owners  held  36.8%  of  the  total  last 
year,  down  from  42.2%  in  1990-91.  Busi- 
ness properties  paid  $7.9  billion  of  the 
state's  $21.4  billion  in  property  tax  rev- 
enues in  fiscal  1999. 

To  rectify  the  inequities,  Leonard  may 
introduce  a  bill  that  would  trigger  more 
frequent  assessments  of  business  prop- 
erty, potentially  raking  in  an  extra  $1  bil- 
lion each  year.  He  also  suggests  higher 
exemptions  for  homeowners. 

Concern  for  homeowners 
may  mask  something 
sinister:  revenge. 

That's  bad  news  for  California  com- 
panies and  their  investors.  The  state  is 
home  to  353  firms  with  market  values  in 
excess  of  $500  million,  more  than  twice 
New  York's  roster.  The  tax  spat  could 
also  be  unpleasant  for  real  estate  invest- 
ment trusts  such  as  Spieker  Properties, 
Equity  Office  Properties  and  Carr- 
America  Realty.  Office  rental  rates  in  San 
Francisco  and  elsewhere  are  already  sky 
high,  so  tagging  tenants  for  higher  taxes 
could  backfire.  A  state  study  in  1992  said 
a  similar  move  would  cost  nearly  75,000 
jobs  and  wipe  out  $1 1.4  billion  in  per- 
sonal income. 

Worse,  the  much-trumpeted  concern 
for  homeowners  might  mask  something 
more  sinister:  revenge.  Antitax  stalwarts 
such  as  the  ornery  Howard  Jarvis  Tax- 
payers Association  are  furious  at  big  busi- 
ness for  supporting  a  recent  proposition 
that  makes  it  easier  to  win  approval  of 
bond  issues  for  building  new  schools. 

Huffs  Jonathan  Coupal,  president  of 
the  Howard  Jarvis  group:  "We  would  not 
rule  out  in  pursuing  tax  relief  for  home- 
owners something  that  the  business 
community  might  not  like.  And  we'll  just 
leave  it  at  that."  F 


The  Giant  Tobacco  Robbery 


L  A  w  i  New  cigarette  companies 
damages  for  health  injuries  they 
That  was  the  only  way  to  make  a 

BY  DOUG  DONOVAN 

JESSE  HODGES  HAS  SPENT  THE 
past  two  years  putting  together  a 
new  tobacco  company  based  in 
Conway,  S.C.  His  first  cigarettes, 
called  Conway  Gold,  recently  began 
rolling  off  the  manufacturing  lines. 
Now  Hodges,  57,  has  found  himself  in 
the  peculiar  position  of  being  forced 
to  fork  over  potentially  millions  of 
dollars  for  injuries  he  never  caused. 

The  1998  tobacco  settlement  com- 
pels him,  and  every  other  company,  to 
pay  a  slice  of  their  cigarette  sales  to 
the  states — even  though  his  cigarettes 
haven't  yet  harmed  a  single  smoker. 
Moreover,  he  wasn't  a  party  to  the 
$206  billion  settlement  between  46 
states  and  the  four  big  tobacco  com- 
panies (Philip  Morris,  Brown  & 
Williamson,  Lorillard  and  R.J. 
Reynolds  Tobacco). "You  have  an  ex- 
isting liability  starting  from  day  one," 
Hodges  says.  "I  can't  help  but  ques- 
tion whether  my  constitutional  rights 
are  being  stepped  on." 

A  good  question,  but  no  coinci- 
dence. In  collusion  with  the  states  and 
plaintiff  lawyers  the  Big  Four  formed 
a  cartel  that  locks  in  their  98%  market 
share.  Now  they  can  raise  prices  to 
pay  for  the  settlement  and  not  worry 
that  new  companies  like  Hodges'  will 
undercut  their  prices  all  that  much. 

The  settlement  further  guarantees 
their  dominance  by  making  small 
players  pay  more  in  damages  if  they 
break  established  market  share  ceil- 
ings. "These  smaller  companies  will 
have  a  tremendous  financial  incentive 
to  make  sure  they  do  not  gain  market 
share,"  says  Jeremy  Bulow,  director  of 
the  FTC's  Bureau  of  Economics. 

The  states  say  new  companies 
should  pay  up  because  they  sell  a  po- 
tentially harmful  product.  The  money 
will  cover  any  future  damages — much 
the  way  blasting  companies  must  post 


are  being  forced  to  pay 
haven't  yet  caused.  Why? 
price-fixing  cabal  work. 


$0.34  Federal  excise  tax 


$0.42  Weighted  average 
state  excise  tax 


$0.37  Trade  profits 

(wholesale  and  ret; 

$0.12  Leaf 

$0.04  Labor 
$0.04  Packaging 
$0.04  Fixed  and  overhead 
$0.02  Advertising 
$0.07  General  &  Administr 


$0.64  Promotion 


$0.49  Settlement 


$0.46  Industry  profit 


Source:  Per-pack  data  from  Sanford  C.  Bernstein  t 

a  bond.  But  it's  clear  the  settlem 
was  designed  to  protect  the  big  co 
panies,  who  might  have  rejectee 
without  protection  from  price-cuttt 

New  cigarette  companies  have 
choices  under  the  settlement,  neit 
agreeable.  They  can  sign  on  to 
agreement  and  pay  annual  "damage 
based  on  sales,  to  the  participati 
states.  Or  they  can  choose  not  to  sj 
and  be  forced  to  put  those  paymei 
into  interest-bearing  escrow  accour 
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:h  they'd  get  back,  assuming  no  law- 
>  are  filed.  Companies  can  write  off 
damages  on  their  tax  returns  but  not 
escrowed  money. 

>o  far  the  Big  Four  companies  have 
I  nearly  $12  billion  to  the  National 
aciation  of  Attorneys  General, 
ch  distributes  the  money  to  the 
is.  The  23  smaller  companies  that 
ed  on  have  paid  $50  million, 
rhe  average  payment  for  the  Big 
r  works  out  to  49  cents  per  pack,  but 
:  has  been  offset  by  five  price  in- 
ses  totalling  96  cents  per  pack  since 
ember  1998,  according  to  Sanford 
lernstein  &  Co.  That  should  boost 


the  industry's  fat  operat- 
ing margins,  recently  av- 
eraging 27%  (but  down 
from  41%  in  1997). 

So  the  Big  Four  still 
make  out,  and  contin- 
gency-fee lawyers  rake  it 
in — $3.8  billion  for 
the  first  five  years  and 
$500  million  every  year 
after.  Who  suffers  most? 
Consumers. 

The  legal  attack  is  beginning.  In  De- 
cember, Star  Scientific,  a  Chester,  Va.  cig- 
arette company,  sued,  claiming  that  the 
settlement  violates  constitutional  laws 


Jesse  Hodges'  company  must 
pay  for  harm  it  hasn't  caused. 


by  establishing  a  price-fix- 
ing cabal  and  giving  states 
the  congressional  role  of 
regulating  interstate  com- 
merce. It's  a  long-shot  case. 
"The  states  have  been  af- 
forded so  much  latitude  in 
regard  to  taxation  that  it's 
going  to  be  very  hard  to 
argue  that  the  settlement  is 
illegal,"  says  George  Priest, 
a  constitutional  law  professor  at  Yale. 

Hodges  says  he  has  no  choice  but  to 
sign  the  settlement,  giving  in  to  the  tort 
lawyers.  For  now,  the  cartel  marches  on. 
At  the  moment  it  looks  invincible.  F 


ark  Side  of  the  Script 

L  E  v  I  s  i  o  n  l  When  good  pet  projects  go  bad. 

<IR!  BLAKELEY 

■  HE  YEAR  IS  2019,  TEN  YEARS  AFTER 
rogue  terrorists  let  rip  a  nuclear  bomb  50 
miles  off  the  East  Coast.  No  one  was 

d,  but  the  bomb  spat  out  an  electromag 

c  tsunami  that  fried  computer  chips 

0  miles  in  every  direction.  Satellites, 
tputer  databases,  cable  systems — 

1  Bill  Gates'  net  worth — were 
?ed  into  oblivion.  Good-bye,  on- 
banking;  hello,  barter  system, 
rhus  is  the  state  of  the  union  in 
k  Angel,  the  new  sci-fi  hit  on  Fox 
dsion.  The  show's  creators,  James 
leron  and  Charles  Eglee,  insist  it 
d  really  happen.  "Jim  [Cameron 
:  and  breathes  this  sort  of  stuff," 
:e  assured  FORBES. 
\n  electromagnetic  pulse  (EMP), 
duced  when  a  nuclear  device  is 
mated  high  in  the  atmosphere,  can 
rely  disrupt  electronics.  For  years 
government  and  military  have  been 
dng  into  the  potential  damage  an 
}  attack  could  cause.  Could  one 
ly  obliterate  our  financial  infra- 
cture  as  depicted  in  the  show? 
BES  asked  some  experts. 

( Angel  star  Jessica 
can't  find  a  decent  job 
>st-EMP  America. 


"Absurd.  Fiber  optics  don't  transmit  electromagnetic  energy  or 
electricity,  and  large  bandwidth  communication  is  fiber  optic.  If 
you  had  a  couple  thousand  of  these  bombs  going  off  every- 
where, yeah.  But  a  single  terrorist  event?  Not  a  chance." 

—WINN  SCHWARTAU,  Internet  security  consultant 
and  author  of  Cybershock 

"Records  are  backed  up  in  multiple  ways,  picked  up  daily  and 
stored  in  off-site  secured  warehouses,  underground  storage 
facilities  or  fireproof  vaults.  Banks  have  a  plan  not  just  to  re- 
trieve and  rebuild  100%  of  records,  but  to  be  open  and  running 
within  a  24-to-48-hour  period  after  a  disaster." 

—JOHN  HALL,  spokesman  for  the  American 
Bankers  Association 

"The  collapse  of  the  financial  system,  particularly  in  industrial 
countries,  usually  leads  to  deflation,  not  inflation.  There  might 
be  other  reasons  Americans  resort  to  bartering,  but  a  financial 
collapse  isn't  one  of  them." 

—FREDERIC  MISHKIN,  professor  of  banking  and 
financial  institutions  at  Columbia  Business  School 

"To  erase  electromagnetic  tape,  you'd  have  to  build  a  bomb  de- 
signed to  generate  a  gigantic  magnetic  field  and  shoot  it  directly 
at  what  you're  trying  to  erase.  You  couldn't  wipe  out  all  the  mag- 
netic media  on  the  East  Coast,  unless  you  had  a  multitude  of 
these  devices  that  blew  up  virtually  on  top  of  the  target." 

—KEVIN  K0SKI.  vice  president  of  technology  at  Iron 
Mountain/Arcus  Data  Security 

"Some  feel  this  would  send  us  back  to  the  pre-electronic  age. 
Others  have  argued  that  it  would  be  catastrophic  in  the  short 
term,  but  in  a  matter  of  months  we'd  be  well  on  our  way  to  re- 
covery. The  Russians  leveled  a  veiled  threat  to  EMP  us  during 
the  NATO  bombing  of  Yugoslavia.  What  could  we  do  to  retali- 
ate? Their  economy  is  so  bad  it's  like  they've  been  hit  with  an 
EMP  already." 

—PETER  PRY,  House  Armed  Services  Committee 
staffer,  author  of  War  Scare:  Russia  and  Amer- 
ica on  the  Nuclear  Brink 


Networking  solutions  that  make  more  of  life. 

Resources.  Human.  Physical.  Information.  You've  got  them  all. 
The  hard  part  is  getting  them  working  together. 
Reaching  the  point  where  one  and  one  equal  a  lot  more  than  two. 
Toshiba  understands,  and  responds  with  a  range  of 
networking  solutions  that  help  you  share  information  seamlessly 
to  leverage  all  your  resources.  Our  NAND  flash  memory  products 
are  one  good  example.  More  than  just  a  storage  medium 
for  digital  cameras,  digital  audio  players  and  next-generation 
mobile  phones,  NAND  is  increasingly  becoming  a  "media  bridge". 
Enabling  free  data  exchange  between  a  wide  range  of  devices 
and  supporting  new  methods  of  content  distribution  in  the  video 
and  music  industries.  Connecting  people  to  people  and  business 
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Competitors  are 
gunning  for  Pfizer 
and  its  champion 
cholesterol  drug, 
Lipitor.  But  it  has 
a  secret  weapon: 
the  first  drug  to 
raise  levels  of 
good  cholesterol. 


Blood  Feud 


_g     WHEN  PFIZER  CLOSED  ITS 

m  ^' 14       m  ta'a',)VCI'  ot 
iVOBflf  Warner-Lambert  List 

■  IV   [une,  the  real  prize  was 

■  Lipitor,  the  most  potent 
esterol-lowering  agent  in  the  world, 
poised  to  approach  $6  billion  in 

s  this  year  and  become  the  best- 
ng  drug  on  the  planet. 
Slow  the  pressure  is  on  Pfizer's  new 
f  executive,  Henry  (Hank)  McKin- 
,  who  took  over  from  William  C. 
re  at  the  start  of  the  new  year.  Wall 
et  expects  torrid  sales  growth  from 
er,  and  Lipitor  accounts  for  half  of 
sr's  revenue  gains.  But  Lipitor  faces 
ning  threats  from  Merck  and  As- 
.eneca  and  a  passel  of  smaller  shops, 
ivals  use  new  genome  insights  to 
et  cholesterol  in  entirely  new  ways. 
3oth  Merck  and  AstraZeneca  are 
ng  new  treatments  that,  they  claim, 
1  be  more  potent  than  Lipitor. 
ck  is  now  in  final-stage  trials  of  its 
I  Zocor  in  combination  with  an  ex- 
mental  drug  from  its  partner, 
:ring-Plough.  AstraZeneca's  choles- 
1  blocker,  Crestor,  should  be  ready 
rederal  review  in  a  few  months. 
'I  don't  lose  a  lot  of  sleep  over  it," 
nters  McKinnell,  a  30-year  Pfizer 
ran  who  served  as  his  predecessor's 
t  hand  for  the  last  few  years.  He  dis- 
ses  any  suggestion  that  Crestor  is 
;rior — "Nothing  I've  seen  shows  a 
ificant  advantage" — and  says  Pfizer 
>ending  huge  sums  to  armor  and 
nd  Lipitor's  franchise.  "We  are 
ding  a  very  high  wall,  one  brick  at  a 
he  says. 

rhat  may  seem  a  bit  cocky,  given 


that  5  million  patients  already  take  Lip- 
itor, at  a  typical  annual  cost  of  $700  to 
$800.  And  never  mind  that  Pfizer  didn't 
invent  Lipitor,  it  merely  shared  market- 
ing rights  with  Warner-Lambert  before 
buying  the  company  outright  last  year. 

McKinnell  hopes  to  propel  Lipitor 
and  related  spinoffs  to  a  $10-billion-a- 
year  franchise,  expanding  the  drug's 
base  from  the  highest-risk  patients  to 
far  broader  populations. 

Pfizer  is  spending  $400  million  on  a 
dozen  huge  studies  to  extend  the  drug's 
claims  to  postmenopausal  women,  dia- 
betics   and  people 
prone  to  blood  clots 
in  the  legs.  It  also  is 
working  on  combin- 
ing Lipitor  and  its 
top-selling  hyperten- 
sion drug,  Norvasc, 
into  a  single  pill. 

Most  ambitiously, 
Pfizer  hopes  to  intro- 
duce a  revolutionary 
breakthrough:  A  new 
drug  that  prevents 
cholesterol  from  clog- 
ging arteries  not  by 
lowering  it  as  other 
drugs  do — but  by  lift- 
ing levels  of  "good" 
cholesterol.  The  drug  could  hit  the 
market  in  four  years. 

Ultimately,  Pfizer  hopes  to  combine 
Lipitor  with  the  new  drug,  now  known 
by  the  code-name  CP-529,414.  Such  a 
pill  could  dwarf  the  sales  of  Lipitor.  "It's 
an  enormous  opportunity,"  McKinnell 
says.  "The  market  could  be  as  big  as 
Lipitor's — and  we  may  have  the  only 


product."  Best  of  all,  a  combo  of  Lipi- 
tor and  the  new  compound  would  be 
patent-protected  until  around  2020,  a 
decade  longer  than  Lipitor  itself. 

At  Pfizer's  giant  lab  in  Groton, 
Conn.,  the  experimental  cholesterol- 
raising  drug  is  now  beginning  the  sec- 
ond of  three  required  phases  of  human 
testing.  But  Pfizer's  early  lead  could  be 
short-lived,  for  other  companies  are 
pursuing  still  other  targets  with  the 
same  intent.  "This  will  be  the  biggest 
race  in  drug  industry  history,"  says 
Louis  Lange,  chief  executive  of  CV 
Therapeutics,  an  up- 
start entrant. 

A  primer:  Choles- 
terol performs  a  criti- 
cal function  in  the 
body;  it's  a  raw  mate- 
rial from  which  cell 
membranes  and 
some  hormones  are 
made.  For  transport 
to  and  from  the  cells 
it  relies  on  two  types 
of  proteins:  LDL  for 
low-density  lipopro- 
tein, the  "bad"  agent 
because  it  transports 
cholesterol  from  the 
liver  to  the  body's 
cells — too  much  so  if  you  eat  a  fatty 
diet;  and  HDL  for  high-density  lipopro- 
tein, the  "good"  agent.  It  acts  as  a  mol- 
ecular dump  truck  that  carries  choles- 
terol away  from  the  arteries,  preventing 
buildup  of  plaque. 

Major  existing  cholesterol  drugs 
focus  on  lowering  levels  of  LDL  choles- 
terol. Pfizer's  new  drug  is  among  the 


Pfizer  bought 
its  way  into 
the  biggest 
race  in  drug 
industry 
history.  Now  it 
has  to  earn  the 
right  to  win.  
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Much  Ado  About  Fat 


•  40  million  Americans  have  high  levels  of 
LDL  cholesterol,  while  almost  as  many  don't  have 
enough  good  HDL  cholesterol. 

•  Worldwide  annual  sales  of  cholesterol-lowering 
drugs  are  more  than  $13  billion. 


U.S.  market  share  for 
cholesterol-lowering  drugs  in  November  2000 


Mevacor  (Merck) 
Lescol  (Novartis' 
Baycol  (Bayer) 

Pravachol 

(Bristol-Myers  Squibb) 


Lipitor  (Pfizer) 


Zocor  (Merck) 

Sources:  American  Heart 
Association;  IMS  Health. 


first  to  specifically  target  HDL.  Numer- 
ous studies  show  that  having  high  levels 
of  good  cholesterol  can  counteract  the 
harmful  effects  of  bad  cholesterol  and 
prevent  heart  disease. 

Millions  of  patients  are  at  extremely 
high  risk  for  heart  disease  because,  even 
if  their  bad  cholesterol  is  at  acceptable 
levels,  they  don't  have  enough  good  HDL 
to  whisk  away  cholesterol  molecules 
from  their  arteries.  In  one  study  of  3,900 
elderly  men  and  women,  those  with  low 
HDL  levels  were  2.5  times  as  likely  to  die 
from  heart  disease  as  those  ■  ith  high 


HDL  levels.  Lipitor,  Zocor 
and  other  popular  choles- 
terol-fighting drugs  boost 
HDL  only  slightly. 

Drug  companies  have 
been  striving  to  develop  an 
HDL  booster  for  more  than 
two  decades  with  little  suc- 
cess. In  1990  they  got  a  big 
clue  from  researchers  at 
Columbia  University,  who 
studied  five  extended 
Japanese  families  with  un- 
usually high  HDL  levels  and 
unusual  longevity.  Some 
relatives  had  a  genetic  mu- 
tation that  made  them  un- 
able to  produce  an  enzyme 
called  CETP,  for  cholesterol 
ester  transfer  protein. 
CETP's  function  is  to  snatch 
cholesterol  molecules  away 
from  HDL  and  transfer 
them  to  the  LDL  particles, 
for  delivery  to  other  cells 
that  may  need  them.  Be- 
cause they  had  no  CETP, 
HDL  levels  in  the  family 
members  remained  high 
throughout  their  lives.  This 
helped  stave  off  heart  dis- 
ease and  promote  long  life. 

It  wasn't  a  big  leap  to 
theorize  that  a  drug  that 
blocked  CETP  in  normal  pa- 
tients might  raise  good  cho- 
lesterol and  lower  heart  risk. 
Several  drug  companies,  in- 
cluding Pfizer,  quickly  as- 
signed chemists  to  try  to 
concoct  such  a  chemical, 
but  most  gave  up  in  frustration.  The 
technical  barriers  to  crafting  such  a  mol- 
ecule seemed  insurmountable. 

The  problem  was  that  CETP  is  an 
extremely  fatty,  greasy  molecule.  Com- 
pounds that  could  grab  on  to  CETP, 
thereby  blocking  its  function,  were  also 
greasy  and  didn't  dissolve  well  in  the 
blood.  They  tended  to  clump  to  every- 
thing in  the  blood,  the  same  way  that 
oil  adheres  to  vegetables  in  a  salad.  A 
pill  containing  such  a  sticky  molecule 
would  never  make  it  to  its  target. 

Pfizer  itself  nearly  dropped  the 


work,  but  a  handful  of  determi 
chemists  ignored  exhortations  Q 
their  superiors  to  pack  it  in.  They 
signed  a  simple  test  to  screen  for  c 
pounds  that  could  block  CETP  but 
travel  freely  through  the  blood.  Insi 
of  just  screening  molecules  aga 
CETP  alone,  they  mixed  some  blood 
gether  with  CETP  and  then  tested  c< 
pounds.  Each  year  they  made  in 
mental  progress  toward  a  molec 
with  the  needed  properties.  "It  w; 
ground  war,"  recalls  John  LaMatt 
who  heads  Pfizer's  pretrial  research 

Researchers  finally  had  a  compoi 
that  worked  in  early  1998.  Given 
up-and-down  history,  expectati 
weren't  particularly  high  when  hur 
trials  of  CP-529,414  finally  began  a  1 
over  a  year  ago.  So  Pfizer  scientists  vt 
elated  when  the  first  group  of  sevi 
dozen  patients  had  up  to  70%  increj 
in  HDL  cholesterol.  Better  yet,  no  sig; 
icant  side-effects  surfaced. 

Now  Pfizer  must  complete  the  s 
ond  and  third  phases  of  the  three-stl 
testing  process.  Its  scientists  simultai 
ously  are  trying  to  figure  out  how 
formulate  a  combination  tablet  w 
Lipitor.  Even  a  rare  side-effect  co 
scuttle  the  whole  project  forever.  Mc 
over,  it  isn't  clear  exactly  how  mu 
HDL  levels  need  to  be  raised  to  prev 
heart  disease.  Before  approving  an  H 
boosting  agent,  the  Food  &  Drug  t 
ministration  is  likely  to  demand  pr< 
that  it  prevents  clogged  arteries.  Tl 
could  take  years. 

Pfizer  will  have  to  move  fast  becal 
the  competition  is  closing  in.  Avant  I 
munotherapeutics  is  in  early  hum 
studies  of  a  vaccine  against  CETP.  Otl 
companies,  including  Merck,  Aven 
and  CV  Therapeutics,  hope  to  desi 
drugs  that  raise  HDL  by  studying 
newly  discovered  gene  called  ABCl.  E 
fects  in  ABCl  cause  a  rare  inherited  ] 
ness  in  which  people  can't  make  Hi 
The  companies  hope  to  concoct  a  col 
pound  that  raises  HDL  by  boosting  pi 
duction  of  the  ABCl  protein. 

That  could  put  more  pressure! 
Pfizer's  Hank  McKinnell.  His  leadj 
this  market  came  easily — Pfizer  boug 
its  way  in.  Now  he  has  to  earn  it. 
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lut  of  Focus 


all  Street  has  long  given  up  on  Polaroid  boss 
*ry  DiCamillo.  After  five  years  maybe  it's  time 
r  the  Polaroid  board  to  do  so  as  well. 


MICHAEL  K.  OZANIAN 

)N  THE  MORNING  OF  DEC.  15 
analysts  were  given  a  shock- 
ingly cold  shower  by  Polaroid 
Chief  Executive  Gary 
DiCamillo.  During  a  20- 
mte  conference  call  DiCamillo 
ned  analysts  that  fourth-quarter 
s  and  earnings  would  be  far  worse 
1  expected.  He  went  on  to  say  that 
1  wasn't  looking  very  good,  either. 
Those  words  were  hardly  out  of 
lamillo's  mouth  when  analysts  went 
!  revision  mode.  Gibboney  Huske  of 
dit  Suisse  First  Boston,  a  veteran  Po- 
id  analyst,  cut  her  2000  earnings- 
-share  estimate  to  41  cents  from 
12  and  her  2001  estimate  from  $1.40 
ive  cents.  A  few  days  later  Moody's 
$925  million  of  Polaroid's  debt  on 
lit  watch  for  possible  downgrade. 
The  bad  news  has  kicked  Polaroid 
res  down  20%  since  the  conference 
But  falling  short  of  expectations  is 
hing  new  for  the  company.  Since 
ling  over  from  Black  &  Decker  in 
rember  1995,  where  he  was  running 
company's  power  tool  division, 
'amillo,  now  50,  has  started  each 
'  by  talking  about  how  Polaroid  is 
;ed  for  growth.  But  time  and  time 
n  he  has  come  up  short. 
With  DiCamillo  at  the  helm,  net 
js  have  totaled  $166  million.  Debt  has 
ibed  to  60%  of  capital,  from  42%,  in 
years.  Over  the  past  two  years  the 
ging  company  has  had  to  rely  on  debt 
naintain  its  annual  dividend  pay- 
its  of  $27  million  and  capital  expen- 
ses that  totaled  $360  million.  On 
lamillo's  watch  Polaroid's  stock  has 
Timeted  below  $6  from  the  high  40s. 
How  did  things  get  so  bad?  No 
stion,  these  are  tough  times  for  the 
re  industry  as  digital  imaging  takes 
r  from  film.  Huge  capital  expenses 


are  required  to  make  the  switch,  and 
digital  products  have  much  lower  net 
margins  than  film. 

But  Polaroid  is  far  worse  off  than 
its  rivals  (see  chart),  and  the  buck 
has  to  stop  somewhere  near 
DiCamillo's  desk.  A  big  prob- 
lem has  been  defection.  At  least 
nine  top  sales  or  product 
development      executives  M 
I  )i<  a millo  hired  stayed  only  iHH 
three  years  or  less.  Among 
them:  Clifford  Hall,  who  was 
key  to  developing  the  idea  for  the 
I-Zone  Instant  Pocket  Camera,  the 
bestselling  camera  in  the  world. 

People  familiar  with  the  situation 
say  many  of  these  folks  left  because 
DiCamillo  named  Judith  Boynton  ex- 
ecutive vice  president  two  years  ago. 
The  46-year-old  Boynton,  who  had 
been  controller  for  Amoco  for  two 
decades,  is  a  professional  bean  counter 
who  had  only  been  with  Polaroid  a  year 
as  chief  financial  officer  before  her  pro- 
motion. "No  one  could  figure  it  out," 
says  one  former  top  executive.  "She 
never  demonstrated  any  knowledge  of 


Nnt  Sn  Nifty 


In  the  1970s  Polaroid  was  a  member 
of  the  richly  priced  Nifty  Fifty.  Under 
Chief  Gary  DiCamillo  the  stock  has 
sunk  to  below  $6  from  over  $40. 


200  Stock  prices,  12/1/95=100 
Ratio  scale 
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Source:  Interactive  Data  Corp.  via  FactSet. 


The  l-Zone:  A  hit 
with  teenagers  hut 
not  with  DiCamillo's 
shareholders. 


the  business." 
DiCamillo,  who  agreed  to 
speak  to  FORBES  only  by  e- 
mail,  pointedly  evaded  the  Boyn- 
ton issue.  But  he  had  this  to  say:  "Of 
course  I  am  not  pleased  by  the  stock 
performance.  Nonetheless,  we  have 
made  significant  progress  in  turning 
Polaroid  around."  Boynton  was  not 
available  for  comment. 

DiCamillo  has  taken  little  responsi- 
bility for  the  company's  downward  spi- 
ral. Skewered  during  the  analysts'  con- 
ference call,  he  actually  chuckled  at  one 
point.  A  money  manager  was  not 
amused.  "You  guys  are  laughing,  but  my 
shareholders  are  losing  money,"  he  told 
DiCamillo. 

So  far  none  of  this  seems  to  bother 
Polaroid's  board.  In  December  1999 — 
ten  months  before  DiCamillo's  em- 
ployment contract  was  set  to  expire — 
Polaroid's  board  handed  him  an 
extension  to  the  end  of  2002.  That  same 
year  DiCamillo  received  a  $795,000 
bonus,  $10,000  more  than  he  earned  in 
salary — never  mind  that  Polaroid 
grossly  underperformed  the  S&P  500. 

But,  of  course,  there  seems  to  be 
plenty  of  blame  to  spread  around  the 
place.  "People  are  in  the  red  zone  when 
they  lose  half  the  value  of  their  stock, 
and  they've  lost  a  lot  more  than  that," 
says  Patrick  McGurn,  a  vice  president  at 
Institutional  Shareholder  Services.  "I 
think  that  would  make  investors  focus 
their  attention  on  the  board  rather  than 
on  the  chief  executive."  F 
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Your  3. 2-liter,  260-horsepower,  LEV  low  emissions,  leather-interiored  personal  jet  awaits.  There's  a  I 
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mid  prefer  traveling  at  a  bit  more  leisurely  pace,  you  might  consider  the  225-horsepower  CL.  Either  way, 
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For  more  information,  call  1-800-TO-ACURA  or  take  a  trip  to  acura.com. 


The  Greening  of  America 


GEORGE  W.  BUSH  WILL  TAKE  ON  CARBON  DIOXIDE 
for  much  the  same  reason  that  Clinton  took  on 
welfare:  not  because  he  really  believes  it's  an  insid- 
ious poison,  but  because  the  political  calculus 
leaves  him  no  other  choice.  The  Naderite-green 
fringe  will  go  solidly  Gore-Clinton  in  2004,  and  congres- 
sional elections  come  sooner  than  that.  President  Bush  has 
two  years  to  win  over  moderate  greens  from  the  political 
center.  And  for  many  of  them,  global  warming  has  become 
the  litmus  test  of  green  politics. 

What  green  agenda  can  a  heartland  Republican  embrace 
to  respond  to  this  plain,  if  inconvenient,  political  fact?  An- 
other Bush  has  already  worked  out  most  of  the  answer. 
Backed  by  the  Republican  governor  and  Florida  legislature,  a 
bipartisan  Florida  delegation  in  Congress,  and  overwhelming 
majorities  in  both  the  House  and  Senate,  the  $8  billion  Ever- 
glades Restoration  Act  was  signed  into  law  on  Dec.  11, 2000. 

That  was  just  a  couple  of  weeks  after  the  latest  round  of 
global  warming  talks  collapsed  in  the  Hague.  Collapsed  be- 
cause America  can  beat  Europe  in  the  carbon-balancing 
business  as  easily  as  it  can  in  the  carbon-growing  business 
(i.e.,  agriculture),  and  Europe  doesn't  like  that  one  bit.  So  Eu- 
rope simply  refuses  to  give  credit  where  carbon  credit  is  due. 

The  fact  remains:  America  doesn't  have  to  tax  hydrocar- 
bons to  limit  carbon  buildup  in  the  atmosphere — it  can 
grow  and  sequester  carbohydrates  instead.  When  we  restore 
a  swamp  in  Florida,  or  regenerate  a  pine  forest  in  New  Eng- 
land, or  native  grass  and  soil  on  rangeland  in  the  prairies,  we 
revitalize  the  process  that  has  been  putting  carbon  into  the 
earth  for  a  very  long  time.  The  coal  being  dug  out  of  the  hills 
of  West  Virginia  started  out  eons  ago  as  an  Everglades. 

Just  how  much  carbon -balancing  credit  we  can  claim  for 
regreening  America  remains  in  dispute.  But  it's  definitely  a 
lot — quite  enough  to  rank  as  a  very  significant  entry  in  the 
carbon  books  for  some  decades  to  come.  During  that  time 
the  warming  trends  and  humanity's  responsibility  for  them 
should  become  a  lot  clearer  than  they  are  today. 

The  scientific  case  for  balancing  old  hydrocarbon  fuels 
against  new  carbohydrate  wilderness  is  rock  solid.  Carbon  is 
carbon,  and  a  ton  of  it  pulled  back  into  a  newly  restored 
swamp  or  forest  or  into  a  well-sealed  landfill  offsets  a  ton 
burned  in  a  furnace  or  engine.  The  Europeans  argue  that  a 
living  swamp  is  a  less  secure  repository  of  carbon  than  a  fos- 
silized one — a  restored  forest  might,  after  all,  burn  down 
next  year,  returning  its  carbon  to  the  air.  But  the  living 


repositories  came  long  be 
the  fossilized  ones,  and  1 
collectively  lasted  longer. 

The  economic  case  is 
ter  still:  $8  billion  may  s< 
like  a  lot  to  spend  o 
swamp,  but  it's  small  cha 
compared  with  what  it  c 
to  chase  carbon  through 
engines.  Restoring  acres  is 
atively  cheap — much  che 
than  reinventing  indust 
infrastructure. 

So  how  do  we  make  a  < 
bohydrates-for-hydrocarb 
program  work  politica 
Make  the  link  explicit.  Cru 
the  carbon-credit  numb 
every  time  wetlands  are 
stored,  or  a  national  park  is 
panded,  or  an  old  landfill  is 
cured  and  sealed — a  pro< 
that  halts  composting  and 
venting  of  both  carbon  di 
ide  and  methane.  Calcul 
and  record  all  the  carbon  cr 
its  that  are  due.  And  keep  them  prominently  in  the  public  i 
Enlist  the  presumptive  villains  of  global  warming — 
energy  and  engine  companies — to  get  wholeheartedly 
volved  in  the  business  of  returning  carbohydrates  to 
wilderness.  That  shouldn't  be  hard.  This  is  by  far  the  che 
est  way  for  them  to  buy  ten  years  of  green  peace  while  tl 
develop  fuel  cells  and  the  ultraefficient  silicon-controlled  ■ 
And  as  for  voters,  wilderness  conservation  has  b« 
hugely  popular  since  the  days  of  Teddy  Roosevelt.  It  appt 
to  gun-toting  hunters,  granola-fueled  hikers  and  the  brc 
mass  of  ordinary  citizens  who  just  love  the  outdoc 
Whether  or  not  they  believe  that  hydrocarbons  are  destn 
ing  the  planet,  Americans  of  every  political  stripe  grasp 
benefits  of  greening  the  countryside  within  SUV-drivii 
distance  of  their  own  homes. 

Even  if  the  Earth  isn't  really  in  the  balance,  the  politi 
landscape  is.  In  shaping  his  environmental  agenda,  the  n 
President  should  listen  to  the  man  who  lost  Florida  in  P 
and  came  back  to  win  it  in  a  landslide  in  1 998. 


A  ton  of  carbon 
pulled  back  into  a 
swamp,  forest  or 
well-sealed  landfill 
offsets  a  ton  of 
carbon  burned  in  a 
furnace  or  engine. 


Peter  Huber  (pwhuber@verizon.net),  a  Manhattan  Institute  senior  fellow,  is  the  author  o/Hard  Green: 
Saving  the  Environment  from  the  Environmentalists  and  the  Digital  Power  Report.  Find  past  columns  at 
www.forbes.com/huber  o:  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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There's  one  in  every  office.  Someone  who's  always  busy,  always  going,  always  productive.  And  now 
there's  a  business  PC  operating  system  just  as  reliable.  Microsoft'  Windows1  2000  Professional  was 
designed  for  today's  always-on,  Internet-based  technology.  Perfect  for  that  never-say-die  attitude. 
For  information  on  upgrading  your  business,  talk  to  your  IT  professional  or  visit 
microsoft.com/windows2000/pro  Software  for  the  Agiie  Business. 
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The  good  news  is  Rupert  Murdoch's  local  sports  gambit  is 
finally  paying  off.  The  bad  news  is  ESPN  is  still  far  ahead. 


BY  MARK  LACTER 

LIKE  MANY  SPORTS  FANS,  THE 
first  thing  David  Hill  does 
when  he  checks  into  a  hotel 
room  is  turn  on  the  TV  to 
ESPN.  When  he's  home,  he  re- 
flexively  clicks  to  ESPN's  1 1  p.m.  Sports- 
Center  show  instead  of  the  competing 
Fox  Sports  Net's  nightly  Regional  Sports 
Report. 

"Sports  fans  are  reactionary,"  Hill 
confesses.  "They  don't  change  their 
habits  easily." 

But  Hill  isn't  an  ordinary  fan.  He 
happens  to  be  the  head  of  Fox  Sports 
Television  Group,  the  parent  of  Fox 
Sports  Net  that  is,  in  turn,  controlled  by 
Rupert  Murdoch's  News  Corp. 

Sure,  Hill  may  just  be  checking  out 
the  competition.  But  he's  not  alone  in 
his  viewing  habits.  Which  is  why  arch- 
competitor  ESPN  remains  the  dominant 
channel  for  sports  junkies. 

The  $2  billion  of  revenue  ESPN 
hauled  in  last  year  for  its  parent,  Walt 
Disney  Co.,  was  double  that  of  Fox 
Sports  Networks.  For  both  companies, 
the  money  comes  from  a  mix  of  adver- 
tising and  programming  fees  from 
cable  subscribers. 

Ever  since  Murdoch  created  Fox 
Sports  Net  in  1996  out  of  a  jury-rigged 
collection  of  7  regional  sports  channels 
(since  expanded  to  21)  acquired  from 


John  Malone's  Tele-Communications 
Inc.,  Fox  has  distinguished  itself  with  a 
hyperlocal  approach.  While  ESPN  will 
broadcast  one  football  game  for  all  82 
million  of  its  subscribers,  Fox's  regional 
channels  might  show  the  Lakers  in  Los 
Angeles,  the  Rockets  in  Houston  and  the 
Bulls  in  Chicago,  all  at  the  same  time. 

All  told,  Fox  owns  the  broadcast 
rights  to  73  of  79  professional  baseball, 
basketball,  hockey  and  soccer  teams,  as 
well  as  a  dizzying  array  of  local  sports, 
including  high  school  football  and  ama- 
teur golf. 

The  sports  operation  has 
been  a  pleasant  reprieve 
from  a  year  of  disappointing 
results  in  Murdoch's  broad- 
casting and  movie  studio 
businesses.  For  the  first  quar- 
ter ended  Sept.  30,  the  sports 
group  had  a  32%  gain  in  op- 
erating profit  (net  before  de- 
preciation, interest  and  tax)  to  $50  mil- 
lion, in  contrast  to  a  $31  million  loss 
for  Fox  Broadcasting.  But  Murdoch 
still  has  a  long  way  to  go  to  catch  ESPN, 
whose  SportsCenter  program  pulls 
twice  as  many  viewers  as  Fox's  Na- 
tional Sports  Report,  a  scoreboard  show 
aired  on  all  the  regional  channels. 

"We're  nowhere  close  to  the  levels 
where  we  want  to  be,"  admits  Jeffrey 
Shell,  president  and  chief  executive  of 


He's  got  game: 
Murdoch  scores 


Fox  Cable  Networks  Group,  which  ii 
eludes  Fox  Sports  Net,  as  well  as  FX  an 
the  Fox  Family  Channel. 

To  keep  its  viewers  from  bolting.,  an 
thus  generate  nongame  ad  revenue,  Fo 
hired  popular  former  ESPN  anchor  Keil 
Olbermann  two  years  ago  to  headlir 
the  National  Sports  Report.  But  the  sho 
fizzled,  and  last  August  the  caustic  0 
bermann  was  cut  back  to  a  Sunda 
night  commentary-type  program. 

Returning  to  its  roots  in  loo 
sports,  Fox's  latest  effort  is  Region 
Sports  Report,  a  sort  of  SportsCenter  I 
the  hometown  fan  that's  so  far  debutfl 
on  15  of  Fox's  local  affiliates.  Featurir 
the  usual  collection  of  flat-topped  ej 
jocks  and  perky  talking  heads,  the  ha 
hour  shows  follow  Fox's  national  spor 
roundup  with  a  desultory  mix  of  loc 
sports  minutiae  and  features. 

Among  the  other  nongame  pr< 
gramming,  there's  Sports  Geniuses, 
Jeopardy! -like  quiz  show  where  conte 
tants  answer  trivia  questions.  The  La 
Word  is  a  nightly  discourse  on  spoil 
hosted  by  Jim  Rome,  a  telegera 
blowhard  once  punched  out  by  a  guej 
More  of  Fox's  trademark  in-youl 
face  attitude  is  coming,  too.  "Sports  hi 
been  treated  for  a  lot  of  years  in  fh 
country  as  news,  which  means  you  car 
have  fun  with  it,"  says  Tracy  Dolgi 
president  of  Fox  Sports  Net.  Dolg 
takes  that  as  license  to  "act  li 
you're  back  in  high  school"  I 
his  programming  choices. 

Thus  Fox  recently 
panded  NFL  This  Morning,, 
two-hour  gabfest  each  Sui 
day  featuring  ex-jocks  aj 
jokester  Jay  Mohr,  w| 
thinks  Legionnaires'  Disea 
is  funny.  The  Thanksgivii 
weekend  show  opened  with  two  hos 
shoving  each  other  over  a  turki 
drumstick. 

Dolgin  doesn't  mind  descending 
such  depths.  "We  have  this  brand  th 
does  what  the  ESPN  brand  doesn't  dc 
he  says.  "It  stands  for  sports  entertai 
ment,  not  sports  religion." 

Rupert  Murdoch's  mass-mark 
tastes  worked  in  newspapers.  Mayl 
they  will  work  here. 
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You  know  who  you  can  count  on.  They're  the  first  in  the  office  and  the  last  to  go  home.  They  need  the 
reliability  of  Microsoft5  Windows"  2000  Professional.  Based  on  NSTL  test  results,  it's  13  times 
more  reliable  than  Windows  98*  That  means  less  time  calling  the  help  desk,  and  more  time  being 
productive.  For  information  on  upgrading  your  business,  talk  to  your  IT  professional  or  visit 
microsoft.com/windows2000/pro  Software  for  the  Agile  Business. 
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The  Scots 

Are  Coming! 

Chafing  under  the 
reregulation  of  British 
utilities,  Scottish  Power 
thinks  it  can  find  a  freer 
market  in  the  U.S. 


BY  RICHARD  HELLER 

WITH  THE  UPROAR  OVER 
botched  electricity  de- 
regulation in  California 
signaling  trouble  for 
free-market  power  in  the 
U.S.,  you'd  think  that  a  foreign  entrant 
to  the  field  might  have  second  thoughts. 
Not  Glasgow-based  Scottish  Power,  the 
$5.9  billion  (revenues)  company  that  is 
the  U.K.'s  biggest  power  and  water  util- 
ity, with  7  million  customers. 

A  year  ago  Scottish  Power  became 
the  first  U.K.  utility  to  pump  capital 
into  the  U.S.  when  it  paid  $6.5  billion  in 
stock  for  PacifiCorp.  Based  in  Portland, 
Ore.,  PacifiCorp  has  1.5  million  cus- 
tomers in  six  western  states. 

Another  U.S.  acquisition  may  come 
within  6  to  18  months,  predicts  Simon 
Flowers,  a  utilities  analyst  in  Edinburgh 
for  Merrill  Lynch.  What  and  where? 
"Either  in  gas,  which  they  know  from 
the  U.K.,  or  a  midsize  electrical  utility 
in  the  same  general  geographic  zone," 
Flowers  says. 

Explains  silver-haired  Sir  Ian  Robin- 
son, 58,  Scottish  Power's  chief  executive, 
without  confirming  Merrill's  timetable: 
"We  see  long-term  opportunities  in  the 
U.S.  market,  which  we  think  is  in 
roughly  the  same  stage  of  deregulation 


Ian  Robinson 


Voting  with  his 

and  development  that  the  U.K.   feet:  Scottish 
was  five  or  six  years  ago."  Power's  Sir 

Other  U.K.  utilities  are  fol- 
lowing in  Scottish  Power's  footsteps.  In 
March  the  London-based  National  Grid 
Pic.  closed  a  $3.2  billion  acquisition  of 
New  England  Electric  System.  A  month 
later  it  paid  another  $634  million  for 
Eastern  Utilities  Associates,  which  serves 
customers  in  Massachusetts. 

In  September  National  Grid  an- 
nounced plans  to  acquire  New  York 
State's  Niagara  Mohawk  for  $3  billion. 
Powergen,  another  U.K.  utility,  is  buy- 
ing Louisville  Gas  &  Electric  in  Ken- 
tucky for  $3.2  billion. 

Expect  this  trend  to  continue. 
Keith  Boyfield,  an  economic  consul- 
tant in  the  City  of  London,  says  that 
new  regulations  being  imposed  by 
Prime  Minister  Tony  Blair  are  driving 
U.K.  utilities  "both  to  explore  and  in- 
vest in  commercial  opportunities  in 
other  parts  of  the  world." 

Why  distant  America?  Why  not 
Continental  Europe,  next  door?  Sir  Ian 
sniffs:  "Europe  is  way  behind  in  the  de- 
regulation of  power  and  other  utilities." 

As  the  Blair  government  moves  back 
toward  price  controls,  U.S.  regulators  are 
still  generally  decontrolling  prices. 
They're  putting  caps  on  utilities'  profits, 


as  measured  by  returns 
shareholders'  equity,  but  this 
not  as  bad  as  it  sounds,  esn 
daily  for  an  efficient  opera] 
like  Scottish  Power.  PacifiCon 
return  on  equity  is  capped 
various  state  regulators  at  an ; 
erage  rate  of  1 1.5% — but  that 
far  above  the  6.5%  the  utility ; 
tually  earned  in  1999.  Scottj 
Power's  ROE  last  year  was  12.2 
"PacifiCorp's  appeal  wj 
really  very  simple,"  Sir  ] 
says.  "We  acquired  und 
utilized  assets  at  a  very  goj 
price."  Scottish  Power  has  j 
ready  lobbied  successfully 
raise  rates  in  Wyoming,  Uta| 
Oregon  and  Washington  Sta 
by  an  average  of  3%. 

Its  executives  have  identify 
$300  million  in  annual  savin 
they  think  they  can  wring  froj 
PacifiCorp's  operations  by  20( 
A  big  chunk  of  that  savinj 
will  come  from  shrinking  i 
work  force  (currently  10,000)  by  1,61 
over  the  next  five  years.  But  this  stra 
egy  isn't  simply  to  slash  and  burn. 

Explains  Sir  Ian:  "We  want  to  bri^ 
everything  we've  learned  in  the  U. 
market — improved  customer  servid 
aggressive  marketing,  improved  ef| 
ciency  and  quality,  some  investment — 
bear  on  PacifiCorp.  We  want  a  hig 
double-digit  market  share  in  all  tlj 
states  it  services." 

PacifiCorp,  he  notes,  has  a  30%  shaj 
of  the  Oregon  and  Utah  markets  but  Id 
than  10%  in  Washington,  Wyoming  arj 
California.  Does  Sir  Ian  really  know  vvhi 
awaits  in  those  western  states?  He  wi 
only  say  that  competition  can  benef 
shareholders  and  customers  in  order; 
markets  over  the  long  term. 

Part  of  Scottish  Power's  takeover  ai 
senal  is  its  richly  valued  stock.  At  a  n 
cent  $6.81,  the  shares  trade  at  an  est} 
mated  P/E  ratio  of  1 5,  one  of  the  higha 
of  any  utility  traded  on  the  Londo 
Stock  Exchange. 

Still,  argues  Flowers  of  Merri 
Lynch:  "The  market  has  not  yet  an 
sorbed  the  dimensions  of  the  America 
opportunity."  I 
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Your  people  can't  always  be  in  the  office.  But  with  a  PC  operating  system  designed  with  mobility  in  mind, 
they  can  still  be  there  for  you.  With  operations  up  to  30%  faster  than  Windows5  98*  they  can  Quickly 
get  their  work  done,  even  if  they're  not  at  work.  Microsoft8  Windows  2000  Professional.  All  business. 
All  the  time.  For  information  on  upgrading  your  business,  talk  to  your  IT  professional  or  visit 
microsoft.com/windows2000/pro  Software  for  the  Agile  Business. 
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From  our  perspective, 
ntario's  workforce 
;  among  the  best  in 
le  world  " 

Wetrnore,  President  and  CEO,  IBM  Canada 

Home  to  a  new  generation  of  knowledge  workers,  Ontario  is  fast  becoming 
known  for  the  richness  of  its  human  resources.  •  For  international  companies  like  IBM,  this 
means  the  advantage  of  drawing  on  the  best  possible  candidates  in  a  global  drive  to  offer  their 
customers  a  complete  menu  of  business  solutions.  •  As  John  Wetrnore  explains,  "what 
impresses  me  most  about  the  workforce  here  is  the  sheer  depth  of  the  skill  base".  •  The 
reasons  IBM  chose  Ontario  include  its  high  quality  education  system,  multi-language 
capability,  excellent  information  and  telecommunications  infrastructure,  and  a  sterling 
reputation  for  customer  service.  •  It's  only  natural  that  Ontario  has  become  such  a  hub  for 
knowledge-intensive  industries.  The  population  is  distinctly  computer-literate,  fluent  with 
existing  technologies  and  highly  proactive  in  creating  new  ones.  •  In  fact,  60%  of  the 
workforce  have  college  or  university  training,  among  the  highest  rates  in  North  America. 
•  Combine  that  with  costs  independently  judged  the  most  attractive  among  the  G-7,  and  a 
quality  of  life  the  U.N.  calls  best  in  the  world,  and  you'll  appreciate  why  for  global  players, 
Ontario  offers  everything  you  need  for  a  winning  business  solution.  Check  out  the  perspective: 


iifww.2ontario.com 

I  800  819  8701 


Ontario 

Canada 

The  Future  s  Right  Here 
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Equal  Pay 
Revisited 

The  feds  are  making  it  easier  for  workers 
to  win  pay  discrimination  lawsuits. 
Employers,  get  out  your  wallets. 


BY  DAN  SELIGMAN 

WHEN  THE  EQUAL  EMPLOYMENT  OPPORTUNITY 
Commission  in  December  put  out  a  press  re- 
lease talking  about  "compensation  discrimina- 
tion," the  media  largely  ignored  it,  possibly  be- 
cause it  makes  the  agency's  latest  foray  sound 
like  no  big  deal,  a  mere  "update"  to  its  Compliance  Manual. 

Yet  employers  ignore  these  little-noticed  changes  at  their 
peril.  They  could  easily  lead  to  a  major  expansion  of  class  ac- 
tions, notably  those  charging  busi- 
nesses with  discriminating  against 
women  on  the  basis  of  pay.  This  is 
what  Detroit  lawyer  Walter  Connolly 
of  Foley  &  Lardner,  who  has  repre- 
sented employers  in  65  discrimination 
class  actions,  says  of  his  EEOC  adver- 
saries: "I  think  this  is  the  worst  thing 
they've  ever  done.  There  is  no  intellec- 
tual honesty  behind  this." 

The  EEOC  downplays  the  signifi- 
cance of  the  changes.  But  the  Compli- 
ance Manual's  main  function  is  to 
guide  EEOC's  investigators  and  attor- 
neys in  deciding  which  actions  to 
bring.  The  courts  have  long  given  def- 
erence to  EEOC's  interpretations  of  the 
law.  And  even  without  the  changes  employers  have  been  hit 
hard:  Take  the  $3. 1  million  settlement  by  Texaco  in  a  1999  sex 
discrimination  class  action,  or  the  $450,000  paid  last  year  by 
Arizona-based  Swift  Transportation  in  a  pay  differentials  suit. 

Three  themes  in  the  manual  are  particularly  worth  not- 
ing— as  much  for  their  disdain  of  free  markets  as  for  their  lit- 
igation potential.  First,  die  new  guidance  on  compensation 
leans  heavily  on  statistical  measures  that  don't  begin  to  cap- 
ture all  possible  labor-market  differences  between  average 
male  and  female  pay.  It  emphasizes  a  1998  study  by  the  Coun- 
cil of  Economic  Advisers  concluding  that  women  earn  12% 
less  than  men,  even  after  controlling  for  male-female  differ- 
ences in  experience,  training,  types  of  jobs  and  union  mem- 
bership. The  EEOC  encourages  you  to  think  of  an  unexplained 


skills- 


original  study  cautioned  that  "this  explanation  cou 
be  too  simplistic."  As  indeed  it  could  be.  Among  tl 
many  questions  not  dealt  with  is  whether  women  are 
willing  as  men  to  take  on  long  commutes  (and  get  fa 
ther  away  from  their  kids)  in  pursuit  of  higher  pay. 

Second,  and  related  to  the  above:  Wording  in  tl 
new  manual  seems  to  step  in  the  direction  of  "comp 
rable  worth,"  a  doctrine  that  was  promoted  by  ferr 
nists  in  the  1970s  as  the  antidote  to  male-female  p 
differentials.  The  core  idea  was  that  equity  calls  for  cor 
pensation  reflecting  a  worker's  responsibilities  ai 
—even  if  labor  markets  are  telling  hospitals,  say,  th 
highly  skilled  nurses  come  cheaper  than  doctors. 

The  EEOC  administers  the  Equal  Pay  Act  of  1963,  which  i 
quires  employers  to  pay  women  as  much  as  men  when  both  < 
"equal  work  on  jobs,  the  performance  of  which  requires  eqi 
skill,  effort,  and  responsibility,  and  which  are  performed  und 
similar  working  conditions."  In  the  revised  Compliance  Ma 
ual  "equal"  is  replaced  by  "similar"  in  gauging  the  skill,  effc 
and  responsibility.  This  makes  matters  far  more  subjective- 
and  offers  much  more  running  roo 
for  class  actions. 

Note  that  the  issue  is  not  paying,  & 
a  female  flight  attendant  less  thar 
male  one  doing  the  same  thing.  Bi 
other  cases — the  executive  secreta 
and  the  administrative  assistant  of  d 
ferent  sexes — may  look  more  actio 
able  when  you  move  from  equality 
similarity. 

Third,  and  arguably  most  dang( 
ous  to  employers,  will  be  the  boo 
traps  they  now  confront  in  trying  to  c 
fend  themselves  against  Equal  Pay  £ 
suits.  The  statute  offers  several  possil 
defenses:  that  sex  differentials  in  pay  l 
fleet  the  workings  of  seniority  or  mei 
or  "any  other  factor  other  than  sex"  This  last  escape  hatch  is  ii 
portant,  since  it  enables  employers  to  invoke  the  notion  of  su 
ply  and  demand.  But  the  EEOC's  new  Compliance  Manual  g< 
in  the  way.  First,  the  commission  says  that  "payment  of  low 
wages  to  women  based  on  an  assumption  that  women  are  ava 
able  ...  at  lower  compensation  rates  does  not  qualify  as  a  fact 
other  than  sex."  In  other  words,  the  fact  that  you  can  hire 
woman  for  less  does  not  mean  you  can  cite  market  factors  a 
reason  for  doing  so — which  seems  odd.  So  when  can  you  c 
market  factors?  Maddening  answer:  "only  if  the  employer  pro\ 
. . .  that  any  compensation  disparity  is  not  based  on  sex" — whi 
seems  circular. 

You  might  want  to  try  the  near-impossible,  proving 
negative.  Or,  when  the  discrimination  plaintiffs  come,  y< 


residual  as  synonymous  with  discrimination,  although  the    might  just  cough  up  some  dough  for  a  quick  settlement. 
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^rt-Time  U.S.A. 

If-employment  is  not  on  the  increase— 
t  part-time  work  sure  is. 


Part-time  regular  employees 


18% 


17.7% 


% 


16 


.2% 


The  e-l990S— despite  all  the  talk  about  the  Internet, 
telecommuting  and  outsourcing — have,  somewhat  surpris- 
ingly, seen  a  decline  in  self-employment.  Americans  remain  cor- 
porate creatures:  74.6%  of  the  work  force  were  full-time  employees 
in  1955;  an  estimated  74.8%  in  2000. 
Seen  in  a  broader  context,  however,  the  slight  decline  in  self-em- 
ployment continues,  though  dwarfed  by  the  sharp  falloff  between  1955 
and  1975,  as  agriculture  completed  its  mechanization  revolution.  And  the  re- 
cent decline  may  even  be  overstated,  reflecting,  as  it  does,  some  tendency  for 
professionals  like  doctors  and  plumbers  to  incorporate. 
The  real  story  in  the  labor  market:  the  surge  in  the  fraction  of  the  work  force 
putting  in  fewer  than  35  hours  a  week.  Some  of  these  part-time  workers  (but  not  all) 
lack  the  government-mandated  benefits  that  now  represent  a  significant  propor- 
tion of  the  cost  of  hiring.  Is  the  part-time  phenomenon  a  ruse  by  employers  to 
escape  these  costs? 

"I  see  no  evidence  of  that,"  says  Ronald  Bird,  chief  economist  of  the  Wash- 
ington, D.C.-based  Employment  Policy  Foundation.  Bird  points  out  that,  in 
absolute  numbers,  full-time  employment  has  grown  enormously,  as  labor 
force  participation  has  risen  from  59.3%  of  the  population  in  1955  to 
67%  in  2000.  Furthermore,  surveys  show  part-time  workers  prefer  their 
status.  A  fair  number  of  them  have  spouses  with  benefits.  F 

Research:  EDWIN  S.  RUBENSTEIN.  research  director,  Hudson  Institute,  Indianapolis. 
edwinr@hudson.org.  Graphics:  DAVID  LADA. 


Self-employed  (part  and  full  time) 


Note  Part-time  regular  employees  include  contractors,  agency  temporaries,  daily  or  on-call  workers, 
and  other  contingent  workers  who  work  less  than  35  hours  per  week.  Source:  Employment  Policy 
Foundation  (Based  on  tabulations  of  BLS  and  Census  data  from  September  1955  through  2000). 
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DEATH  LURKS  JUST  AROUND  THE  CORNER  FOR  SUN 
Microsystems.  That's  what  rivals  have  insisted  for 
nearly  a  decade,  certain  their  low-cost  machines 
running  Intel  chips  and  Microsoft  software  eventu- 
ally would  overwhelm  Sun's  pricey  Unix  servers. 
How  annoyed  those  naysayers  must  be.  Sun  raced 
past  them  by  taking  center  stage  in  the  Internet  revo- 
lution. Its  revenues  could  eclipse  $20  billion  this  year,  doubling  in  just 
three  years  and  tripling  in  the  past  five;  since  1996  net  income  has  soared 
fivefold  to  a  projected  $2.5  billion  or  so.  In  the  September  quarter  rev- 
enues soared  60% — three  times  as  fast  as  two  years  ago,  when  Sun  was 
only  half  as  large.  Faster,  in  fact,  than  at  any  other  time  in  the  past  decade. 
No  wonder  Sun's  stock  price  has  increased  tenfold  in  the  past  five  years. 

But  at  long  last,  Sun's  doubters  have  new  reason  to  feel  hope. 
High  tech  is  in  a  slump.  As  the  dot-com  crash  ripples  through  the 
digital  economy,  the  company  that  "put  the  dot  in  dot-com"  is  vul- 
nerable. In  every  direction,  destruction  abounds:  PC  companies  are 
falling  short  on  sales;  Internet-access  firms  and  telecom  upstarts  are 
struggling;  even  the  once-mighty  Microsoft  has  been  reduced  to  sin- 
gle-digit growth.  Some  of  the  Web  sites  that  contributed  so  gener- 
ously to  Sun's  growth  are  going  kaput.  Web-design  and  hosting  firms 
are  getting  slaughtered,  their  stocks  down  90%  or  more.  Old  Econ- 
omy stalwarts  are  tightening  their  belts  and  may  spend  less  on  the 
Web,  given  the  now-idle  threat  from  dot-com  has-beens. 

Investors  reckon  Sun  can't  escape  the  devastation,  and  they  have 
pounded  the  company's  shares  accordingly.  From  September 
through  December  the  stock  plunged  more  than  50%,  to  as  low  as 
$26.  Even  after  that  jolt,  Sun's  shares  still  trade  at  a  pricey  50  times 
trailing- 12-month  earnings.  If  trouble  erupts,  Sun's  stock  could  fall 
even  more;  if  investors  deemed  Sun  worth  the  same  multiple  as,  say, 
a  Dell,  the  shares  could  fall  by  more  than  half  yet  again. 

Even  Sun's  relentlessly  upbeat  chief  executive,  Scott  McNealy,  is  brac- 
ing for  pain.  In  a  Dec.  19  memo  to  employees,  McNealy  warns  of  a  slow- 
ing economy  and  says  Sun  will  pull  back  on  spending  and  hiring  plans. 

But  that  amounts  to  mere  tweaking  on  a  massive  growth  engine. 
McNealy  and  Sun's  president,  Edward  J.  Zander,  insist  they  see  no 
short-term  threat  and  say  that  in  the  long  run  Sun  could  be  set  to 
boom  like  never  before.  The  company  has  always  thrived  on  moxie 
and  bellicose  tactics,  by  being  smarter,  faster  and  meaner  than  its  ri- 
vals. It  aims  to  reinvent  itself  yet  again;  it  went  from  a  maker  of  work- 
stations for  engineers  in  the  Eighties  to  a  producer  of  Unix  servers 
for  business  in  the  Nineties  to  a  purveyor  of  Web  engines  and  soft- 
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ware  for  the  next  decade. 

"We  have  this  uncanny  ability  to  seize  disruptive  tech- 
nologies and  just  go  maniacal  on  execution,"  Zander  says. 

He  joined  Sun  in  1987  after  a  career  at  two  rivals  that  Sun 
later  pounded  into  dust — Data  General  (now  a  unit  of  EMC 
Corp.)  and  Apollo  Computer  (which  disappeared  long  ago 
into  Hewlett-Packard).  Zander,  53,  has  been  McNealy's  num- 
ber two  since  1998,  and  he  is  as  low-key,  calculating  and  re 
strained  as  McNealy  is  flashy,  transparent  and  scrappy  Mc- 
Nealy,  46,  sets  the  big  vision  and  picks  fights  with 
powerhouses  like  Microsoft.  It  is  up  to  Zander,  who  has  every 
Sun  division  reporting  to  him,  to  actually  make  it  all  work. 

To  hear  the  two  of  them  tell  it,  the  Internet  build- out  has 
hardly  begun.  Others  share  that  opinion.  Annual  U.S.  spending 
on  Net  infrastructure,  at  $200  billion  in  2000,  could  grow  75% 
by  2003,  says  Jupiter  Research.  'This  is  the  biggest  equipment 
opportunity  in  the  history  of  anything."  McNealy  says  with 
characteristic  hyperbole.  "If  we  w  ere  writing  a  book,  we  would 
not  even  be  at  the  prologue.  We're  barely  at  the  copyright  page." 

More  like  the  first  big  plot  twist,  but  let's  go  with  it.  Even  in 
the  short  term,  Zander  and  McNealy  claim  to  have  no  fear  of 
a  slowdown  They  boldly  (or  unwisely)  say  Sun  might  even 
gain  in  a  downturn,  as  companies  shift  spending  away  from 
nonessentials  like  PC  upgrades  to  spend  more  (supposedly) 
on  Internet  projects  that  can  stoke  sales  and  cut  costs. 


THIS  IS  THE  BIGGEST  EQUIPMENT  OPPORTUNITY  IN 
THE  HISTORY  OF  ANYTHING.  WE  HAVEN'T 


EVEN  STARTED. 


SCOTT  MC 


"I  think  there's  going  to  be  a  shift  in  capital  spending,  ai 
it's  going  to  be  lucky  for  us,"  Zander  says.  "I  don't  care  wl 
you  are — if  you're  General  Motors  or  Deutsche  Telekor 
you're  going  to  keep  investing  in  Internet  infrastructure  ai 
dot  comming  your  company  because  that's  going  to  let  y( 
gain  global  advantage  and  be  more  competitive." 

Zander,  Brooklyn-born  and  bred,  says  his  days  at  Da 
General  and  Apollo  taught  him  how  quickly  a  tech  compa^ 
can  stumble.  He  studies  organization  charts  and  shak 
tilings  up  regularly  "I've  done  a  reorg  every  year  that  I' 
been  here.  I  don't  reorg  defensively,  I  reorg  offensively.  Just 
we  get  comfortable,  I'll  change  things." 

Five  years  ago  Sun  was  among  the  first  to  spot  the  hui 
market  ahead  as  businesses  began  linking  up  with  the  fut 
ously  proliferating  Internet.  Sun  optimized  its  computers  fj 
serving  up  Web  pages.  It  also  created  Java,  a  programmit 
language  it  distributed  free  of  charge,  establishing  it  as  the  Hi 
gua  franca  for  writing  Web  applications.  Those  things,  plus 
marketing  campaign  based  on  the  slogan  Zander  penned  on 
cross-country  plane  trip  -  We  put  the  dot  in  dot-com"H 
propelled  Sun  into  the  top  spot  among  Internet  arms  deale: 
Visit  giants  like  America  Online  and  Eb.iy  or  Web-hos 
ing  firms  such  as  Exodus  Communications  and  Digex,  arl 
the  same  linear  image  shows  up:  row  after  row  of  sleek,  rac] 
mounted  computers  punctuated  by  Sun's  diamond  logo. 

That  owes  to  a  daring  bet  Si 
made  five  years  ago  Hewlet 
Packard,  IBM  and  others,  succuml 
ing  to  what  seemed  like  the  ii 
evitable  rise  of  Microsoft's  Windov 
and  Intel  chips  in  high  powi 
servers,  began  turning  away  from  tl 
LTnix  operating  system  to  develc 
'Winter  systems  Sun  resisted  ar 
focused  its  research  spending  on  i 
own  brand  of  Unix,  Solaris,  and 
own  in-house  chip,  the  Sparc. 

"The  analysts  were  committui 
us  to  the  funny  farm,"  Zander  say 
But  Sun  got  lucky:  Microsoft's  o] 
erating  system  didn't  evolve  fat 
enough  and  robustly  enough  t 
handle  the  heavy  lifting  required 
a  Web  server.  Unix  servers  becani 
the  backbone  of  the  Web,  with  Su 
making  most  of  them 

"You  know  those  tuna  boa) 
where  thev  haul  in  these  huge  nel 
and  the  guys  stand  there  with  hooM 
hauling  them  in  as  fast  as  they  cai 
Th  it's  what  it's  like  here  these  days 
says  John  McFarhne,  a  Sun  exeaj 
the  vice  president. 

In  the  $32-bilhon  a  year  mark| 
for  Unix  servers,  Sun  sells  mo 


84     F  O 


K    ii    il  o 


-ai  y  22,  2001 


HP,  IBM  and  Compaq  combined.  It  ships  48%  of  units 
dwide  and  has  a  39%  share  of  revenue;  the  number  two 
tr,  HP,  has  a  mere  16%  of  units  and  a  23%  share  of  dollars. 
;s  run  from  $10,000  to  more  than  $1  million,  with  the 
t  powerful  able  to  handle  several  thousand  transactions 
lecond. 

it  Sun,  McFarlane  runs  a  division  devoted  solely  to  sell- 
to  Web  hosters  and  other  service  providers.  Industry- 
|  the  provider  business  could  more  than  quadruple  to 
billion  in  annual  revenue  by  2003,  says  research  firm  IDC. 
;arlane's  shop,  formed  only  in  1999,  already  has  sur- 
ed  $1  billion  a  year  in  sales. 

>un  has  cemented  its  lead  among  service  providers  by  dot- 
?n  them  unendingly.  Product  managers  in  the  new  divi- 
spend  at  least  one  week  per  quarter  at  a  service  provider's 


site.  Sun  even  steers  potential  customers  to  service  providers 
by  paying  its  sales  reps  higher  commissions  when  customers 
agree  to  let  a  service  provider  run  their  Sun  systems. 

"Sun  really  understands  how  important  our  business  is  to 
them,"  says  Robert  Patrick,  a  vice  president  at  Web  host 
Digex,  which  posted  1 90%  revenue  growth  in  the  September 
quarter  and  sees  no  pullback.  "Our  big  customers  are  still 
rolling  out  business-to-business  sites  and  new  supply  chain 
projects.  They're  all  looking  for  ways  to  do  things  more  cost 
effectively.  We're  booming,"  Patrick  says. 

Likewise,  Enron's  broadband  division  has  committed  to 
spend  $350  million  on  Sun  servers  over  the  next  five  years 
and  isn't  scaling  back,  says  James  Crowder,  an  Enron  vice 
president.  Sprint  Corp.,  also  a  Sun  customer,  plans  to  spend 
almost  $2  billion  in  the  new  year  to  build  1 1  new  data  centers 
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THE  "HOT"  IN  DOT-COM 


Riding  the  Internet  wave,  Sun's  revenues  have  tripled  in  the  past  five  years  and  net  income 
has  quintupled.  Even  after  a  recent  50%  decline,  Sun's  stock  is  up  tenfold  in  five  years. 


for  hosting  corporate  Web  sites.  It  hopes  to  erect  7  more  cen- 
ters in  2002.  "We're  seeing  tons  of  demand,"  says  Keith 
Paglusch,  president  of  Sprint's  E-Solutions  division. 

But  Sun  could  stumble  if  service  providers  scale  back  in  a 
marketwide  slowdown.  This  is  where  high-tech's  genetic 
predilection  for  optimism  kicks  in:  Sun  and  its  Web-host 
customers  argue  they  could  actually  benefit  in  hard  times. 
Corporate  clients  could  decide  they  can  save  money  by  farm- 
ing out  their  Web  tasks. 

"When  times  get  bad,  people  turn  to  outsourcing  to  save 
costs,"  says  Ellen  Hancock,  chief  executive  at  Exodus  in  Santa 
Clara,  Calif.  Then  again,  if  the  outsourcers  prevail,  it  could 
one  day  undercut  demand  for  new  gear  because  fewer  busi- 
nesses would  be  buying  their  own  systems. 

True,  Exodus'  business  is  roaring.  It  runs  Web  opera- 
tions for  3,300  companies,  including  General  Electric,  for 
which  it  handles  ten  divisions  and  soon  will  add  more.  Ex- 
odus' sales  surpassed  $240  million  in  1999  and  ballooned 
past  $800  million  last  year.  This  year  sales  could  more  than 
double,  Hancock  says.  But  even  she  has  delayed  some  pro- 
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More  alarming  for  Sun,  cutti 

back  can  mean  switching  from  S 
to  cheaper  Wintel  systems.  Sun  u; 
to  supply  90%  of  the  infrastructi 
at  Exodus;  now  50%  of  the  V\ 
host's  gear  comes  from  the  Wi 
dows-andTntel  camp.  Other  ci  ji 
tomers  similarly  are  using  sm 
cheap  Intel  servers  to  handle  1 
demanding  tasks,  such  as  letti 
users  view  static  Web  pages  at 
front  end  where  visitors  first  ente 
Sun  had  assumed  compan 
would  prefer  to  run  a  few  big  Ui 
servers  rather  than  rely  on  hundn 
of  smaller  Wntel  systems.  Wrong: 
the  low  end  (systems  cosfl 
$100,000  and  less),  cheap  syste 
based  on  Microsoft's  Windows 
now  outsell  all  Unix  machines  for'  j 
first  time,  in  both  dollars  and  un 
Worse  yet,  the  low  end  is  already  b 
ger  than  the  high-  and  mid-pr 
markets  combined,  and  it  gro 
faster.  By  2004  Windows  NT  serv 
will  outsell  low-end  Unix  servers 
to-l,says  research  firm  TDC.  "Thet 
is  rising  against  Sun,"  says  Mich 
Lambert,  a  senior  vice  president 
Dell.  "Every  year  we  keep  pushing 
against  them  from  below." 

At  long  last,  Sun  is  striki 
back.  It  is  taking  aim  at  the  Intel-based  bottom  feeders  1 
Compaq  and  Dell  and  trying  to  attack  them  from  held 
Last  month  Sun  closed  the  $1.3  billion  acquisition  of  Coq 
Networks  in  Mountain  View,  Calif.  Cobalt  makes  "ser 
appliances,"  which  are  even  cheaper  than  Intel-basl 
servers  and  run  on  Intel -clone  chips  and  Linux  software 
free  version  of  Unix). 

The  Cobalt  deal  is  the  latest  in  a  string  of  $2  billion 
deals  in  the  past  year  at  Sun,  which  had  always  grown  aim 
entirely  internally.  "We've  spent  more  on  acquisitions  in  I 
past  six  months  than  in  the  previous  18  years,"  says  Jonath 
Schwartz,  the  Sun  vice  president  who  handles  acquisition^ 
Sun  also  faces  formidable  competition  at  the  high  e 
(machines  priced  at  $1  million  and  more).  IBM  and  HP  d 
count  heavily  and  sell  new  Unix  superservers  that  outp 
form  Sun's  biggest  entries,  while  costing  less.  Sun's  top-i 
the-line  E- 10000  server,  which  shattered  world  records; 
performance  in  March  1999,  now  ranks  tenth,  says  the  Trai 
action  Processing  Performance  Council,  an  independ^ 
group.  Sun  disputes  that  claim.  Still,  Sun  has  had  to  discoij 
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tay  in  the  game,  contributing  to  a  four-point  slide  in  its 
;s  profit  margin  in  the  most  recent  quarter.  Another  snag: 
ays  in  rolling  out  its  next  line  of  big  servers. 
Some  skeptics  still  doubt  that  Sun  servers  are  sufficiently 
vny  and  bulletproof  to  power  a  worldwide  enterprise, 
's  Zander  recently  hosted  a  daylong  session  for  executives 
Charles  Schwab  &  Co.,  hoping  to  grab  a  piece  of  its  busi- 
i.  But  Schwab  uses  little  Sun  equipment  and  confines  it  to 
essential  applications.  The  important  stuff  will  stay  on 
nframes  and  big  Unix  servers  from  IBM. 
Tm  not  going  to  put  high-volume,  mission-critical  trad- 
applications  on  Sun  boxes  until  they  prove  they  can  han- 
it,"  says  David  Dibble,  a  senior  vice  president  at  Schwab. 
Another  obstacle:  the  reliability  bugbear.  Last  year  Sun 
ngled  with  a  nasty  glitch  that  caused  its  high-end  servers 
rash  without  reason.  Some  customers  were  kept  waiting 


weeks,  or  even  longer,  for  repairs. 

Still,  Sun  is  making  strides  in  high-end  corporate  systems, 
a  market  IBM  has  dominated  for  decades,  says  Scott  Thomp- 
son, chief  technology  officer  at  Visa  USA.  A  few  years  ago  Visa 
USA  took  a  cautious  first  step  with  Sun  computers,  using 
them  only  for  nonessential  tasks.  Today  Visa  runs  its  core  sys- 
tem on  Sun  machines,  which  process  35  billion  transactions 
a  year.  "Sun  is  really  making  an  effort  to  be  world-class  in  the 
top  end  of  the  enterprise  market,"  Thompson  says. 

Sun  has  improved  the  old-fashioned  way — by  stealing 
pages  from  IBM's  playbook.  In  December  it  introduced  soft- 
ware aimed  at  making  high-end  systems  more  crashproof, 
copying  ideas  long  used  in  IBM  mainframes.  Like  IBM,  Sun 
also  places  its  engineers  on-site  in  customer  data  centers. 
Merrill  Lynch,  which  runs  its  trading  floor  and  e-commerce 
on  Sun  servers,  has  a  team  of  Sun  engineers  in-house.  At 


/HO  LOVES 
A,  BABY? 

W3ENETW0RKS,  A  SERVICE 
'ider  that  buys  storage  equip- 
t  and  then  rents  capacity  to 
lorate  customers,  started  out 
ng  almost  all  of  its  equipment 
)  EMC  Corp. 

<\nd  for  good  reason.  EMC 
le  leading  manufacturer  of 
age  gear.  It's  also  the  former 
iloyer  of  Peter  Bell,  chief 
:utive  of  StorageNetworks, 
3d  in  Waltham,  Mass. 
But  last  year  Sun  went  all  out 
'oo  Bell  and  his  crew  away 
i  EMC.  Sun  invested  in  Stora- 
etworks  (EMC  declined),  de- 
led  products  with  features 
Storage  Networks  wanted, 
placed  Sun  employees  at 
-ageNetworks.  Janpieter 
eerder,  the  head  of  Sun's 
age  division,  speaks  two  or 
■e  times  a  week  with  William 
er,  chief  technology  officer  at 
■ageNetworks. 

The  payoff?  StorageNetworks 
buys  more  gear  from  Sun  than 
i  any  other  manufacturer.  And 
is  out  of  the  picture.  "Sun  is 
zingly  good  at  recognizing  new 
kets  and  seizing  those  oppor- 
ties.  They're  as  aggressive  as  a 
tup,"  Bell  says.  —D.L. 
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FedEx  in  Memphis,  a  Sun  team  helped  develop  the  network 
that  tracks  45,000  FedEx  trucks  and  planes. 

Zander  and  McNealy  believe,  however,  that  ultimately  most 
companies  won't  need  such  on-site  doting  because  they  will 
hand  off  their  tech  operations  to  where  Sun  is  king.  They  envi- 
sion customers  purchasing  computer  power  from  service 
providers  just  as  they  get  water  and  electricity  from  utilities. 

Sun's  goal  is  to  become  a  one-stop  supplier  for  those  util- 
ities. Core  to  this  vision  is  a  bundle  of  hardware  and  soft- 
ware— what  McNealy  calls  "a  big  freaking  Web-tone 
switch" — that  he  hopes  to  deliver  the 
way  Nortel  delivers  switches  to  telcos. 
McNealy  says  customers  are  sick  of  hav- 
ing to  cobble  together  Web  sites  using 
products  from  dozens  of  suppliers. 
"They  want  one  throat  to  choke." 

McNealy's  dream  machine  would  re- 
quire no  systems  integration,  no  figuring 
out  what  software  goes  with  what,  no 
writing  device  drivers  and  jiggering  and 
configuring — just  drop  it  on  the  floor, 
flip  the  switch,  there's  your  Web  tone. 

Easy  to  say;  not  so  easy  to  do.  Sun  is  far 
from  having  all  the  pieces.  Its  Web  soft- 
ware offering,  iPlanet,  is  a  hodgepodge, 
some  of  it  developed  by  Netscape  (a  di- 
vision of  America  Online,  which  has  a 
joint  venture  with  Sun)  and  some  by 
Sun.  The  software  has  only  9%  of  the 


►  By  the  Numbers 


Wintel  Pulling  Away 

Servers  running  Intel  chips  and  Win- 
dows NT  software  now  outsell  Unix  in 
the  low  end  of  the  market:  machines 
costing  less  than  $100,000. 

 1998  MARKET  SHARE  


UNIX 


WINTEL 


1999  MARKET  SHARE 


2QQ0  MARKET  SHARE 


2004  MARKFT  SHARF 


1  First  half  of  2000.  Estimate.  Source:  IDC 


"WE'VE  SPENT  MORE  ON  ACQUISITIONS  IN  THE  PAST  SIX 

months  than  in  THE  PREVIOUS  18  YEARS.' 


JONATHAN  SCHWARTZ. !l 
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market  versus  24%  for  IBM  and  24%  for  BEA  Systems 
storage,  Sun  holds  a  mere  6%  market  share,  ranking  I 
among  all  vendors.  Most  customers  who  buy  Sun  servers  I 
look  elsewhere  for  their  storage.  In  services,  Sun  fields  3J 
people,  puny  compared  with  IBM's  50,000  consultants. 

Sun  can't  make  any  of  its  vision  come  true  if  the  sen) 
providers  it  so  dotes  on  suddenly  halt  their  spending  a 
corporate  clients  stop  expanding  their  online  efforts.  H| 
bad  could  it  get  if  Zander  and  McNealy  are  wrong,  and 
really  does  take  a  hit  this  year,  as  Wall  Street  already  expec 
The  good  news  is.  Sun  is  a  tight  si 
Yes,  the  company  hired  1 0,000  new  e 
ployees  last  year,  bringing  head  counl 
42,500.  And  Zander  expects  to  bring 
other  10,000  on  board  this  year.  But  sa 
general  and  administrative  costs  repres 
a  smaller  percentage  of  revenue  today  t| 
they  did  three  years  ago  (25%  now  ver 
29%  then).  Operating  margins  (profit  a 
costs  but  before  interest  income)  were  ■ 
in  September,  up  from  9%  in  1997. 

Zander  is  also  placing  smart  loi 
range  bets  that  will  take  Sun  into  r 
markets.  Add  a  dash  of  special  softw; 
for  example,  and  a  Sun  server  can  act 
a  phone  switch.  So-called  soft  switdj 
costing  about  half  as  much  as  traditio 
circuit  switches,  are  the  next  big  thins 
telecommunications.  And  Sun  is  the  seri 
of  choice  for  companies  that  are  build! 
them,  like  Nortel  and  Xybridge. 

Sun  may  be  able  to  weather  a  toil 
year  and  emerge  stronger  for  the  m 
phase  of  the  Internet  build-out.  The 
ternet  today  has  340  million  users, 
most  all  of  them  connecting  over  Pi 
Someday  there  will  be  billions  of  peo 
and  gadgets  on  the  Internet — a 
phones  and  wireless  devices  and  ga 
consoles  and  automobiles,  even  hou 
hold  appliances — all  fueling  demand 
more  Sun  servers. 

"New  burdens,"  McNealy  sa 
"Everything  with  a  digital  or  electri 
heartbeat  will  be  hooked  to  the  Interr 
Look  at  all  the  equipment  we're  sell 
today,  and  we  haven't  even  started." 

Sun's  stock  sells  at  about  50  tin 
trailing  earnings — less  than  half  wl 
investors  pay  to  own  shares  of  EMC 
Cisco,  the  other  top  suppliers  of  Web 
frastructure  gear.  No  doubt  McNe 
considers  that  the  bargain  of  a  lifetir 
If  Sun  can  ride  out  the  coming  storm 
may  just  be  right. 
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;asy  is  it  to  get  server  computing  without  compromise? 
scalable  appliance,  application  and  database  servers 
Dell,  it's  simple.  We  offer  the  performance,  reliability  and 
perability  you  need,  plus  the  affordability  you  want, 
i  is  math  we  can  all  understand. 


Dell  |  PowerEdge  Servers 

Expandable  Growth  +  Expert 
Performance  =  No  Compromise. 

•  Fast: 

DelH  PowerEdge™  servers  have  up  to  8  Intel* 
Pentium*  III  Xeon™  700  MHz  processors  with 
72GB1  internal  storage  and  32GB  memory  that 
can  work  for  you. 

•  Available: 

Dell  PowerEdge  servers  keep  your  e-business 
running  with  Chip  Kill  memory  support;  redun- 
dant hot-pluggable  power  supplies,  hard  drives 
and  cooling  fans;  redundant  load-balancing  NICs 
and  remote  server  management. 

•  Reliable: 

Dell  PowerEdge  servers  are  available  with  99.9% 
uptime  guarantee2  and  are  tested  in  the  factory 
three  times  before  they  ship. 

•  Scalable: 

Even  in  multi-platform  environments,  you  can 
add  capacity  as  you  need  it. 

•  Adaptable: 

Pick  your  operating  system  and  pick  your 
customized  applications,  anything  from 
e-commerce  to  ERR 

•  Proven  expertise: 

All  of  which  is  how  Island  ECN  matches 
over  230  million  shares  a  day — each  within 
milliseconds  by  using  Dell  PowerEdge  servers 
featuring  Intel  Pentium  III  Xeon  processors. 

•  Buy  it: 

At  WWW.DELL.COM 
or  call  1-800-508-DELL 


D*LL 


■  800. 508. DELL 

Enterprise  servers,  made  easy  with  Dell  WWW  DEll.com 


A  Near-Death 
Experience 


Edward  Hager  and  the 
company  he  founded 
should  be  dead  by  now. 
He  survived  cancer; 
now  his  firm  must 
survive  betrayal,  fraud, 
federal  investigations 
and  multiple  lawsuits. 
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BY  ELIZABETH  MACDONALD 

WOt  GI  IS  A  TINY  COMPANY  WITH  BIG 
I  problems.  Founded  20  years  ago  by 
I  surgeon  Edward  Hager,  who  is  still 
I  chairman,  its  business  has  entailed 
I  an  odd  mix  of  chicken  vaccines  and 
I  skin-care  products — and  abundant 
IH  accounting  fraud. 

Its  simmering  scandal  began  quiedy 
four  years  ago  and  only  now  may  be  un- 
winding. IGI  is  close  to  settling  an  inves- 
tigation    by     the     Securities  & 


ICI  executives  shi| 


John  P.  Gallo,  57,  who  is  under  inves 
gation  by  a  few  U.S.  agencies  and  is  bei 
sued  by  IGI.  In  all,  a  dozen  IGI  insid 
were  fired  in  the  fallout. 

Id's  travails  began  in  March  19' 
when  it  suddenly  was  in  danger  of  falli 
60%  short  of  a  first-quarter  revenue  ti 
get.  It  had  turned  out  a  botched  batch 
vaccines  at  a  factory  near  its  Buena,  > 
headquarters. 

Lawrence  Zitto,  then  Id's  productii 
chief,  hosted  a  meeting  with  Gallo  a; 
two  other  executives  to  discuss  the  "c 
sis."  Told  of  the  useless  vaccines,  Ga 
asked:  "What  about  just  shipping  therr 
according  to  Zitto's  later  statement 
Id's  outside  investigators.  When  Gai 
learned  doing  so  would  violate  U.S.  E 
partment  of  Agriculture  rules  and  con 
lead  to  criminal  prosecution,  he  H 
sponded:  "What  about  internationally 
Still  illegal,  they  said. 

"Do  it"  anyway,  Gallo  said,  accordu 
to  the  Zitto  account.  They  we 
stunned — and  even  more  so  when  Gal 
told  them  to  recruit  someone  from  tl 
cosmetics  division  to  sign  bogus  forri 


:  said  the  USDA  had  approved  the 
)ments.  Yet  they  went  along  and 
;ed  to  keep  Hager  and  the  board  in 
dark,  Zitto  told  investigators. 
That  points  up  Gallo's  power  at  IGI, 
re  he  ran  most  operations  and  even 
ated  who  got  which  parking  spaces 
le  company  lot.  A  dapper,  charismatic 
1  partial  to  gold  jewelry,  he  dazzled 
board  with  his  command  of  details 
spent  lavishly  from  IGI  accounts — 
n  for  noncompany  comforts. 
With  that  first  meeting  the  scheme 
c  hold.  IGI  booked  revenue  for  failed 
ines  shipped  to  poultry  producers  in 
na,  Colombia,  Ecuador — even  Iran, 
iolation  of  the  trade  embargo  there, 
one  noticed. 

\  month  later  IGI  reported  a  sup- 
ed  21%  rise  in  first-quarter  sales, 
llo  and  Production  Director 
iiam  Dickson,  who  also  was  at  the 
•ting,  were  later  fired;  Zitto  resigned; 
rnational  head  Steven  Collins  also 


counting  department  to  change  inven- 
tory tickets  showing  that  vaccines  existed 
in  the  tanks — when  they  didn't. 

Edward  Hager  insists  he  was  utterly 
unaware  of  the  shenanigans  playing  out 
under  his  nose.  "Sure,  I  feel  like  I  screwed 
up.  Everybody  says  'How  did  you  miss  it?' 
I  take  comfort  in  knowing  that  everybody 
missed  it,  even  the  auditors,"  he  says. 

He  was  otherwise  preoccupied — 
with  the  fight  of  his  life.  In  July  1996,  four 
months  after  the  alleged  conspiracy 
began,  Hager  was  diagnosed  with 
melanoma,  the  deadly  skin  cancer.  His 
doctors  told  him  he  had  seven  months 
to  live,  and  he  began  daily  immunother- 
apy treatments.  "He'll  be  dead  within  a 
few  months,"  Gallo  told  an  executive. 

While  the  alleged  fraud  played  out  at 
Id's  Vineland  Laboratories  in  New  Jer- 
sey, Hager  worked  from  his  home  in  Lyn- 
deborough,  N.H.  and  regularly  visited 
IGI  labs  in  nearby  Nashua.  "It  was  a  sig- 
nal to  Gallo  that  he  could  do  whatever 


tion.  "Hold  the  line"  on  that  story  and 
keep  quiet,  Gallo  told  other  participants, 
IGI  documents  state. 

But  Gallo  was  losing  support  inside 
IGI,  particularly  from  then-chief  finan- 
cial officer  Donald  MacPhee.  For 
months  MacPhee  had  complained 
about  Gallo's  lavish  spending.  At  one 
point  Gallo  exploded:  "You  are  not  my 
f  priest!"  and  ordered  him  to  ap- 
prove the  expenses. 

MacPhee  obliged,  though  Gallo's  be- 
havior was  questionable.  He  had  listed 
his  daughter  as  an  employee  to  get  her 
health  insurance,  though  she  didn't  work 
at  IGI,  Chief  Executive  McDaniel  says. 

Company  expense  forms  show  that 
Gallo  routinely  withdrew  thousands  of 
dollars  in  petty  cash  at  a  time.  He  had  IGI 
pay  for  a  leased  Mercury  Mountaineer 
for  his  wife,  landscaping  and  plumbing 
for  his  new  home,  $6,000  worth  of  pizza 
for  his  children,  and  trips  to  Florida  and 
a  $6,000  tennis  bracelet  for  IGl's  "best 


fid  products,  inflated  sales  and  misled  investors. 


med.  All  declined  comment  or  did 
respond  to  calls.) 

Emboldened,  the  participants  un- 
hed  a  thicket  of  accounting  fakery. 
y  prematurely  booked  sales  by  back- 
ng  invoices  and  shipping  vaccines  to 
*ht  forwarders  on  the  last  day  of  a 
rter.  They  booked  revenue  for  de- 
yed  vaccines.  To  hide  bogus  ship- 
its,  they  buried  them  in  IGI  records 
er  code  "9999,"  for  miscellaneous 
is  that  bore  no  product  description. 
\t  times  they  got  especially  creative. 

company's  outside  auditors  at 
ipers  &  Lybrand,  to  conduct  their  an- 
1  review,  had  to  take  samples  from 
>  vaccine  inventories,  stored  in  su- 
:old  tanks  of  liquid  nitrogen.  To  shoo 
n  away,  the  IGI  team  concocted  a 
y  about  a  fictitious  employee  nick- 
led  Stubby. 

Stubby  won  his  sobriquet,  the  audi- 
were  told,  after  he  stuck  his  hand 
a  tank  and  his  fingers  instantly  froze, 
ng  off,  according  to  Hager's  inter- 
ns with  employees.  With  the  auditors 
ed,  Gallo,  Id's  president,  got  the  ac- 


he wanted,"  Robert  McDaniel  says  in  an 
interview.  A  former  U.S.  prosecutor,  he 
joined  IGI  in  late  1998  to  fix  the  mess  and 
became  chief  executive  last  September. 

But  the  scheme  began  to  unravel  in 
March  1997.  A  routine  inspection  by  the 
USDA  stumbled  upon  sales  records  for 
faulty  vaccine  batches  the  agency  hadn't 
okayed  for  shipment;  inadvertently  the 
records  hadn't  been  buried  under 
"9999."  The  USDA  opened  an  investiga- 
tion and  halted  all  shipments,  forcing  IGI 
to  yank  36  of  its  80  vaccines  off  the  mar- 
ket. About  60%  of  Id's  business  van- 
ished. Behind  the  scenes,  it  was  "panic 
city,"  Zitto  told  investigators. 

Gallo  scrambled.  He  ordered  Steven 
Collins,  the  international  head,  to 
"cleanse"  Id's  files  of  any  fake  records. 
"It  would  take  a  fire  to  get  rid  of  the 
forms,"  Collins  retorted,  but  he  told  his 
staff  to  start  destroying  evidence,  he  later 
told  Id's  outside  investigators. 

Meanwhile,  Gallo  conjured  up  a 
cover  story  for  the  board:  Just  two  bogus 
vaccines  went  out  erroneously  because 
the  head  of  shipping  had  been  on  vaca- 


salesman"  in  that  state.  One  problem:  IGI 
"didn't  have  any  female  salesmen  nor  of- 
fices in  Florida,"  says  McDaniel. 

For  months  Gallo  had  been  pushing 
Chief  Financial  Officer  MacPhee  to  cook 
the  books,  according  to  SEC  testimony 
from  David  White,  outside  counsel  to 
IGI.  When  the  CFO  balked,  Gallo  would 
shoot  back,  "You  worry  too  much." 

In  July  1997  White  had  even  helped 
MacPhee  draft  a  whistle-blowing  letter 
to  the  board.  But  it  was  never  sent — and 
White  didn't  tell  anyone  about  it. 

Why?  Because  White  feared  that 
MacPhee  "was  unstable"  and  might 
change  his  story  once  he  felt  better.  That 
same  month  MacPhee  had  a  nervous 
breakdown  and  spent  time  in  a  psychi- 
atric hospital,  White  testified  to  the  SEC. 
(White  declines  to  comment,  as  does 
MacPhee,  who  resigned  shortly  after.) 
Also  in  July  1997  another  shoe  dropped: 
Coopers  &  Lybrand  quit  IGI,  citing  "a 
change  in  business  plans." 

Two  months  later  Ed  Hager — instead 
of  dying  as  Gallo  had  predicted — recov- 
ered and  returned  to  IGI  full  time.  He  is  in 
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remission.  "Clearly  our  entire  world  was 
tolling  apart,"  he  says  now.  He  had  almost 
died — and  now  his  company  was  in  dan- 
ger of  dying,  too.  "Every  damn  day  I 
wondered,  'Is  tomorrow  the  day  the 
banks  or  the  government  will  push  us 
into  bankruptcy  and  shut  us  down?'  " 

Hager  hired  an  outside  investigator, 
lohn  R.  Fleder,  a  former  Justice  Depart- 


months  later,  in  November  1997.  He 
took  a  top  post  at  National  Freight  in 
1998  but  has  since  quit.  In  April  1998  the 
other  participants — Zitto,  Dickson  and 
Collins — also  left  IGL 

Along  the  way,  five  more  U.S.  agencies 
began  investigating  IGL  As  the  Treasury 
Department  looked  into  violations  of  the 
Virus  Serum  Toxin  Act  of  1914  (IGI  later 


was  "to  get  buck  naked  with  these  gu 
McDaniel  says. 

Yet  for  all  the  deceit,  absurdly  snu 
sums  were  involved:  IGI  restated  earnif 
to  show  a  loss  of  S4.3  million  over  th 
years  instead  of  S2.6  million.  The  dam 
to  investors  was  far  greater.  The  Amex 
IGI  resume  trading  in  September  1 
but  lately  the  price  is  at  62  cents.  1 
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"Every  damn  day  I  wondered,  Is  tomorrow  the  day  the 
hanks  or  the  government  will  push  us  into  bankruptcy?' " 


ment  lawyer,  "to  investigate  the  whole 
shooting  match,"  as  McDaniel  puts  it. 
"That  move  saved  the  company's  life." 

Hager  and  McDaniel  assert  that  lohn 
Gallo  ordered  a  secretary  to  eavesdrop  as 
Fleder  and  the  USDA  grilled  employees, 
then  used  the  intelligence  to  intimidate 
staff  to  keep  quiet.  Gallo,  doing  a  little 
Claude  Rains,  professed  shock:  "I  can't 
believe  you  gin's  did  that,"  he  would  say. 

Shortlv  after  Hager  returned  to  work, 
he  got  a  disturbing  phone  call  on  a  Sun- 
dav  night.  On  the  line  was  David  White, 
the  outside  counsel.  White  told  of  a  key 
witness — IGI  Treasurer  Kevin  Bratton — 
who  would  tell  Hager  what  he  knew  in 
exchange  for  a  guarantee  that  he  could 
keep  his  job  for  one  year.  Hager  agreed. 

Bratton  delivered  the  goods,  telling 
Hager  of  Gallo's  lead  role  in  the  scandal, 
Hager  says.  I  Bratton,  who  quit  a  year 
later,  won't  comment.)  Furious,  Hager 
ordered  Fleder  to  target  Gallo. 

At  a  board  meeting  a  short  time  later, 
Gallo  told  directors  he  knew  nothing  of 
the  fraud  and  described  his  new  USDA 
compliance  program.  Hager,  watching 
this,  says  he  was  "boiling."  He  an- 
nounced that  the  outside  investigators 
must  redouble  their  efforts  and  "reinves- 
tigate even-rxxlv."  He  added:  "If  some- 
body implicates  me,  so  be  it." 

With  that,  the  meeting  disintegrated 
and  Gallo,  shaken,  walked  out.  He  soon 
tried  to  jawbone  Hager  into  dela\ing  the 
investigation.  Hager  says  when  he  re- 
fused, Gallo  sa:>i  some  big  shareholders 
a  ere  calling  for  '.-lager  to  step  down  so 
Gallo  could  take  over. 

That  was  it.  Gallo  was  fired  two 
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entered  a  misdemeanor  plea  and  paid 
$23,000  \  Justice  investigators  went  after 
the  unlawful  Iranian  shipments,  as  did 
the  Customs  Service  and  the  FBI  uhe 
company  paid  $223,000  in  tines \  The 
SEC  stepped  in  after  IGI  delayed  filing  its 
1997  annual  report,  and  the  American 
Stock  Exchange  suspended  trading. 

Hager  called  in  Bob  McDaniel,  a  vet- 
eran U.S.  prosecutor  who  had  helped  dig 
Presstek  out  of  its  SEC  mess  in  1997.  He 
arranged  a  meeting  with  SEC  staff,  and 
IGI  besan  tellins  all.  The  onlv  wav  out 


market  cap  is  down  from  $76  millioi| 
loo-  to  $^.4  million. 

Ed  Hager  $  fortune  has  faded  w| 
it.  His  1  l°o  stake  is  worth  less  than 
million,  down  from  $40  million.! 
and  Gallo  are  suing  each  other.  Hal 
says  lustice  is  pursu.-.-.g  Gallo,  too.  TM 
one  shareholder  suit  riled  has  been  a 
tied.  And  the  vaccine  business?  \\ 
September  Hager  sold  it  to  a  Gerr 
firm  for  $13  million.  He  now  foci 
on  skin  care — and  rebuilding  his 
and  his  company. 


bishi  WD-65000. 


DLP 


A  TH/tt  INSTRUMENTS  TKHHIXOGY 


Digital  technology  is  already  there  for 
you  at  work  and  on  the  go.  Now  see 
what  it  can  do  for  you  at  home. 

Check  out  the  new  Mitsubishi  WD-65000, 
the  world's  first  65-inch,  high-definition 
projection  television  with  Digital  Light 
Processing™.  Instead  of  conventional 
TV  tubes,  DLP™  technology  uses  nearly 
one  million  micromirrors,  mounted  on  a 
single  chip,  to  switch  red,  green  and  blue 
light.  The  resulting  image  is  so  true 
to  life  you'd  swear  you  were  looking 
through  a  squeaky-clean  window. 


And  because  we've  integrated  DLP™ 
with  Mitsubishi  know-how,  the  WD-65000 
is  able  to  share  this  eye  candy  among 
multiple  inputs:  from  video  • 
and  games  to  computer  % 
graphics  and  Internet  content. 

Our  old  friend  the  TV  just 
joined  the  21st  century.  bt.p™Chip. 

We  integrate.  You  communicate. 

For  further  information,  visit 

www.mitsubishi-tv.com 
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id  Digital  Light  Processing™  are  trademarks  of  Texas  Instruments. 
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Fuel  of  choice?  Duke 
Energy  thought  so 
when  it  built  this  gas- 
fired  electric  plant. 


S 


ENERGY  CRUNCH 


The  Gas  Trap 

We  fell  in  love  with  gas  just  when  supplies 
were  dwindling.  Now,  no  relief  is  in  sight. 


BY  DANIEL  FISHER 

THE  HISTORY  OF  ENERGY 
crises,  to  paraphrase  James 
Joyce,  is  a  nightmare  from 
which  we're  all  trying  to  awake. 
After  the  nasty  price  shocks 
and  shortages  in  the  1970s,  U.S.  indus- 
trial consumption  of  natural  gas  plunged 
by  30%.  Skittish  customers  switched  to 
electricity  and  oil,  vowing  never  to  bet 
on  gas  again.  A  chastened  gas  industry 
spent  the  next  20  years  begging  users  to 
return  to  the  clean-burning  fuel,  touting 
it  as  cheap  and  virtually  inexhaustible. 

Over  time  the  sales  pitch  worked.  But 
as  everybody  from  electricity  customers 
in  California  to  fertilizer  producers  in 
Oklahoma  has  learned  this  winter,  gas 
still  has  the  combustible  effects  that 
caused  a  backlash  three  decades  ago. 

It's  still  mostly  delivered  by  pipeline, 
which  means  customers  are  still  subject 
to  interruptions  and  price  spikes  if  de- 
mand outstrips  supply.  Gas  prices  on  the 
New  York  Mercantile  Exchange  have 
quadrupled  in  the  past  nine  months  to 
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nearly  $10  per  thousand  cubic  feet.  Ana- 
lysts say  it's  unlikely  prices  will  fall  below 
$4  given  tight  inventories  and  increasing 
demand  from  electricity  generators  for 
the  summer  air-conditioning  load. 

More  disturbing:  There's  no  easy  way 
out  of  this  trap.  In  the  1970s  industrial 
users  could  switch  to  oil  or  electricity, 
and  utilities  had  other  choices  including 
coal,  hydroelectric,  even  nuclear  power. 
Environmental  restrictions  have  taken 
most  alternatives  off  the  table.  Gas  ac- 
counts for  just  10%  of  electricity  gener- 
ated today,  but  88%  of  all  new  plants  will 
be  fired  with  gas,  says  the  Department  of 
Energy.  Electrical  demand  for  gas  will  in- 
crease 5.8%  a  year  through  2010,  reports 
the  National  Petroleum  Council. 

The  price  spike  in  gas  has  given  users 
second  thoughts  about  this  fuel,  says 
David  Pursell,  an  analyst  at  Simmons  & 
Co.  International  in  Houston.  "But  what 
are  you  going  to  do,  build  a  nuke?" 

Wheeling- Pittsburgh  Steel  Corp.,  a 
unit  of  WHX  Corp.,  filed  for  bankruptcy 
in  November  after  rising  gas  prices  exac- 


erbated losses  it  blames  on  cheap  ste 
imports.  Gas  accounts  for  26%  of  Whe« 
ing-Pittsburgh's  energy  usage  and  pe 
haps  15%  of  the  manufacturing  cost 
its  integrated  steel  mills.  In  this  cor) 
modity  business,  there  is  no  slack  wi 
which  to  absorb  fuel  cost  increases. 

The  domestic  fertilizer  industry  is 
trouble,  too.  At  prices  above  $3  per  tho' 
sand  cubic  feet,  Pursell  says,  it  becomi 
cheaper  to  produce  nitrogen-based  fe 
tilizers  where  gas  is  cheaper  and  ship 
here.  Farmland  Industries,  a  cooperati' 
in  Kansas  City,  Mo.,  has  shut  down  tv 
fertilizer  plants  and  is  keeping  a  third  id 
after  closing  it  for  upgrades,  which  cou 
halt  production  of  2  million  tons  th 
year.  Its  plant  in  Trinidad,  meanwhile, 
running  full  throttle.  Gas  there  costs  le 
than  $2  per  thousand  cubic  feet. 

Increased  production  would  solve  tl 
problem,  but  there  are  roadblocks  ther 
too.  Geologists  say  there's  plenty  of  gas  i 
the  eastern  Gulf  of  Mexico,  for  exampll 
but  the  federal  government  is  reluctai 
to  lease  the  acreage  because  of  its  pro) 
imity  to  Florida,  which  bans  offshoi 
drilling.  President  Bush  may  find  it  pc 
litically  tough  to  change  that  policy. 

Oil  companies  are  currendy  reinjec 
ing  8  billion  cubic  feet  a  day — 13%  c 
U.S.  demand — to  boost  the  productio 
of  oil  in  the  North  Slope  of  Alaska.  Muc 
of  that  gas  could  be  recovered  and  ser 
south  as  those  fields  decline,  but  nd 
overnight.  Figure  at  least  five  years  an| 
probably  much  more  to  construct 


BUSH 


30-mile  pipeline  to  Calgary,  assuming 
environmentalists  go  along. 
A  larger  problem  is  that  most  of 
rth  America,  geologically  speaking,  is 
lature  production  area.  That  means 
lers  must  spend  ever  more  money  to 
1  ever  smaller  quantities.  In  the  Gulf 
Vlexico,  which  supplies  20%  of  U.S. 
nand,  output  from  wells  drilled  in  the 
»0s  is  declining  50%  a  year. 
Canada  is  thought  to  hold  vast  gas 
;rves,  but  so  far  the  results  are  disap- 
nting.  "There  has  been  excess  pipeline 
acity  coming  from  western  Canada 
more  than  a  year,  and  you  haven't 
i  significant  production  growth,"  says 
sell.  "Nor  will  you  see  any  for  the  next 
to  18  months." 

Mexico  used  to  talk  about  exporting 
here.  But  while  geologists  believe  the 
l  Texas  gas  fields  extend  across  the 
der,  Mexico's  state-owned  oil  mo- 
)oly,  Pemex,  has  focused  on  boosting 
exports  and  hasn't  proved  effective  at 
ling  natural  gas.  Mexico  is  actually  a 
importer  of  gas  now. 
Then  there  was  the  grand  dream  of 
isporting  liquefied  natural  gas  across 
seas.  There  are  active  LNG  terminals 
Massachusetts  and  Louisiana;  two  are 
ng  brought  out  of  mothballs.  Build- 
more  will  require  billions  of  dollars, 
rs  of  planning  and  regulatory  hassles, 
jming  investors  are  willing  to  bring 
into  the  volatile  U.S.  market. 
Finally,  deregulation  has  whittled 
ly  at  the  guarantee  many  customers 


had  of  a  secure  gas  supply.  The  govern- 
ment used  to  force  pipeline  companies 
to  hold  excess  inventories  of  gas,  either 
through  long-term  contracts  with  pro- 
ducers or  their  own  underground  re- 
serves. The  result  was  an  inefficient  mar- 
ket but  few  interruptions  in  supply. 

Now  the  market  is  much  more  effi- 
cient. But  deregulated  outfits  like  Enron 
are  less  likely  to  store  excess  reserves  in 
the  ground.  They  use  futures  contracts 


and  derivatives  to  manage  their  obliga- 
tions; customers  must  fend  for  them- 
selves in  a  shortage.  "In  rising  markets,  a 
merchant  is  not  inclined  to  hold  gas  in 
storage,"  says  Arthur  Gelber,  president 
of  Gelber  &  Associates  in  Houston.  "If 
Enron  is  holding  600  futures  contracts 
instead  of  6  billion  cubic  feet  in  storage, 
you  can't  heat  your  home  with  that." 

Meaning:  It's  going  to  be  a  rough 
winter — for  several  winters  to  come.  F 


Power  Surge 

Energy  crisis?  Calpine  of  California  is  basking 
in  the  electricity  shortage.  So  far,  anyway. 

BY  ROB  WHERRY 

WHENEVER  HE  GETS  THE  CHANCE  PETER  CARTWRIGHT  TAKES  HIS  32- 
foot  cruiser  out  onto  San  Francisco  Bay  and  heads  into  the  wind.  For 
the  71 -year-old  founder  and  chief  executive  of  Calpine  Corp.,  a  San 
lose-based  power  producer,  sailing  is  critical  downtime — and  good  practice  for 
his  skills  as  a  business  navigator.  So  far,  as  the  utility  markets  in  California  have 
turned  into  a  category  4  hurricane  for  giants  like  Pacific  Gas  &  Electric  and  Edi- 
son International,  Calpine  has  been  able  to  steer  into  the  eye  of  the  storm. 

Cartwright  saw  this  one  coming.  Though  California  is  the  most  visible  vic- 
tim of  electricity  shortages,  much  of  America  is  jazzed  for  more  juice.  A  strong 
economy,  central  air-conditioning  and  a  proliferation  of  high-tech  devices  for 
leisure  have  helped  electricity  use  surge  by  23%  since  1992 — far  outstripping 
new  capacity,  up  only  6%  over  the  same  period.  "The  solution  to  the  problem  is 
to  build  more  generators,"  says  Cartwright.  "That's  what  we  are  doing." 

Calpine  has  raised  about  half  of  the  $17  billion  it  needs  to  wage  a  four- year 
building-and-buying  campaign.  Currently  the  company  has  50  gas-fired  and 
geothermal  power  plants,  a  5,000- megawatt  portfolio.  The  goal  is  to  have  more 
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than  100  plants  through- 
out the  West,  the  South 
and  New  England  in 
2004,  a  total  of  40,000 
megawatts,  enough 
power  to  light  up  40  mil- 
lion homes.  Adding  ca- 
pacity builds  the  bottom 
as  well  as  the  top  line. 
Each  megawatt,  says  Credit  Suisse  First 
Boston  independent  power  industry  an- 
alyst Neil  Stein,  adds  $30,000  to  earn- 
ings. And  Calpine — founded  in  1984  by 
Cartwright,  a  onetime  executive  in  GE's 
nuclear  power  division — has  excelled  by 
expanding.  In  the  first  nine  months  of 
2000  revenues  doubled  to  $1.3  billion, 
and  net  income  tripled  to  $215  million, 
from  the  same  period  in  1999. 

But  there  are  still  plenty  of  risks. 
True,  Calpine  has  escaped  the  calamities 
of  deregulation — where  the  California 


Calpine  has 
prospered 
during  the 
energy  crisis. 


Independent  System  Op- 
erator, the  pooling  agent 
that  sells  off  electricity  in 
the  state,  has  allowed 
prices  to  spike  to  $1,100 
a  megawatt-hour  and 
forced  the  largest  utilities 
to  buy  at  the  higher 
prices  but  not  to  pass 
along  price  increases  to  consumers,  who 
pay  a  ridiculously  low  $54.  Calpine, 
which  hasn't  had  to  buy  electricity  on 
the  open  market,  has  prospered  during 
the  crisis,  since  it  produces  power  at  $40 
a  megawatt-hour.  But  one  of  its  largest 
customers — good  for  $215  million  in 
1999 — is  PG&E,  which  may  have  trouble 
this  year  meeting  its  contractual  obliga- 
tions. That  could  devastate  Calpine's 
earnings,  although  a  possible  California 
rate  increase  could  rescue  PG&E. 

Nor  is  Cartwright  out  of  the  regula- 


tory woods.  California  Governor  Gi 
Davis  has  frequently  mentioned  re 
stating  price  caps.  Even  Preside; 
George  W.  Bush,  no  fan  of  energy  reg 
lation,  may  be  under  popular  pressi 
to  take  some  kind  of  action.  "I  wouldi 
say  there  is  zero  risk,"  says  Cartwrig] 
"But  no  one  seriously  thinks  any  kind 
reregulation  is  going  to  happen." 

At  least  that  would  free  Cartwrig 
to  devote  his  attention  to  another  pra 
lem — natural  gas  supplies  (see  sroi 
p.  98).  When  Calpine's  building  plan 
complete,  the  company  will  need  2 
trillion  cubic  feet  of  natural  gas  per  ye 
to  fuel  its  plants.  That's  a  colossal  10 
of  the  total  estimated  2004  supply  in  t 
U.S.,  at  a  cost  for  Calpine  of  up  to  $ 
billion  a  year — assuming  it  can  even  { 
its  hands  on  that  much  fuel. 

The  spot  price  of  gas  has  quadr 
pled  in  the  past  year,  but  Calpine,  li 
other  power  producers,  locks  up  mc 
of  its  supply  in  advance.  Of  the  gas  it 
now  burning  85%  comes  under  Ion 
term  contracts  that  lock  in  the  price  < 
up  to  20  years.  The  company  has  al 
shelled  out  $381  million  over  the  p 
several  years  to  buy  in  excess  of  300  b 
lion  cubic  feet  of  reserves. 

Another  worry  for  this  hyperact 
company:  construction  delays.  The 
are  many  chances  for  missed  deadlin 
in  the  at  least  three  years  it  genera 
takes  from  securing  a  permit  to  gene 
ating  power.  Even  a  two-week  delay  or 
500-megawatt  plant — the  typical  si 
Calpine  is  now  building — can  rob  f 
company  of  $575,000  in  net  income 

But  Cartwright  seems  to  have  th 
problem  licked.  He  hasn't  missed  a  deai 
line  yet,  thanks  to  his  roving  staff  th 
troubleshoots  at  every  site,  signs  off  ( 
design  changes  and  orders  parts  in  bu 
Cartwright  claims  he's  thus  been  able 
trim  his  construction  costs  by  15%. 

A  last  concern  is  money.  Calpine  h 
orders  for  100  state-of-the-art  turbin 
that  go  for  $35  million  apiece.  In  adc 
tion  to  its  $4  billion  in  revolving  crec 
lines  (at  a  rate  of  1.5%  above  Liboi 
Calpine  has  raised  $3.7  billion  in  tl 
past  two  years:  $1.2  billion  through  tv 
equity  offerings,  $1.1  billion  in  convei 
ible  preferred  securities  (with  a  coupe 
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SINGLE  E-MARKETPLACE  IS  GOOD  FOR  BUSINESS,  SEVERAL  HUNDRED  ARE  EVEN  BETTER. 


Turn  T  ilf iIhW  1 II  t-mVf-Kf»l '  I  m:i  V 


ung.  After  all.  if  e-marketplaces  exist  to  let  buyers  and  sellers  collaborate  and  conduct  high-vo 
actions,  why  not  let  e-marketplaces  collaborate  too?  And  crank  the  volume  to  the  max.  To  find 
nore  about  the  Global  Trading  Web,  visit  conimerceone.com/emarketplace4  or  call  877-261-8516.    MANY  MAR 
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between  5%  and  5%%),  $1  billion  in 
SV4%  to  85/s%  senior  notes,  $366  mil- 
lion in  lease  obligation  bonds — helping 
to  create  a  burdensome  $4  billion  in 
debt.  This  year  analysts  believe  Calpine 
will  have  to  shell  out  $389  million  just  to 
service  what  it  owes.  A  default  by  any  of 
its  big  customers  would  be  scary. 

ENERGY  CRUNCH  


That  prospect  apparently  hasn't 
spooked  investors.  Calpine's  stock  has 
doubled  in  the  past  year,  to  a  split-ad- 
justed $47,  or  a  rich  55  times  trailing 
earnings.  And  these  earnings  are  not  ex- 
actly the  sort  you  can  use  to  pay  your 
light  bill.  For  the  first  nine  months  of 
2000  the  estimated  pretax  net  of  $357 


Here  We  Go  Again 

Think  the  synfuels  idiocy  died  with  Jimmy 
Carter?  Take  a  look  at  the  coal  business. 


BY  RISHAWN  BIDDLE 

SYNFUELS  RECIPE:  TAKE  A  TON  OF 
coal  dust,  spray  on  a  binder  of 
latex  or  tar,  make  it  into  briquettes 
and  sell  it  for  $20  or  so  to  an  electric 
utility.  It  will  cost  you  more  than  $20  to 
make  the  stuff,  but  you  can  still  get  rich 
doing  this — because,  for  this  exercise  in 
uneconomic  energy  production,  the 
U.S.  government  will  give  you  a  subsidy 
that  can  exceed  $26. 

Why  this  lunacy?  Because  we  had  an 
energy  "crisis"  a  while  back  and  one  so- 
lution that  Congress  cooked  up  was  a 
synthetic  fuels  program.  Result:  Internal 
Revenue  Code  Section  29,  which  hands 
out  tax  credits  for  synfuels.  The  provi- 
sion has  been  on  the  books  for  20  years, 
but  it  is  only  recently  that  companies 
have  figured  out  how  to  really  mine  it. 

A  lot  of  people  are  cleaning  up  on  the 
coal  dust  game.  For  agreeing  to  burn  this 
silly  fuel,  electric  utilities  get  energy  for 
their  boilers  at  a  discount  to  the  usual 
price  for  coal.  Another  party  to  the  trans- 
action is  the  taxpayer  who  produces  syn- 
fuels, since  the  only  way  to  get  the  subsidy 
is  to  claim  it  as  a  credit  against  a  federal 
income  tax  bill.  Sometimes  the  taxpayer 
in  question  is  a  utility — like  TECO  En- 
ergy, Progress  Energy  and  Scottish- 
Power's  PacifiCorp  (see  story,  p.  76).  But 
the  taxpayer  does  not  have  to  be  in  the 
energy  business.  GE  and  insurance  bro- 
ker Arthur  J.  Gallagher  &  Co.  have  put 
synfuels  claims  on  their  tax  returns. 


One  big  winner:  a  curious  Salt  Lake 
City  outfit  called  Headwaters  Inc.  For 
most  of  its  13  years  Headwaters  has 
been  losing  money  while  trying  to  grow 
alfalfa  and  trade  bank 
notes.  But  in  its  Septem- 
ber 2000  fiscal  year  it  re- 
ported a  sixfold  gain  in 
revenue,  to  $46  million, 
and  its  first  annual  profit, 
$3.7  million — thanks  to 
its  eight  patents  covering 
the  process  of  fusing 
waste  coal,  producing  a 
royalty  of  up  to  $4.50  a 
ton.  Almost  half  the  55 
synfuel  plants  approved 
by  the  IRS  use  its  process. 

Headwaters  also  takes 
credit  for  persuading  the 
IRS  that  its  process  for 
synfuel  qualifies  for  the 
credit. 

Give  people  a  big 
enough  subsidy  and 
they  will  mine  coal  on 
the  North  Pole.  Re- 
source Data  Interna- 
tional, a  Boulder,  Colo, 
energy  consultant,  ex- 
pects coal  synfuel  pro- 
duction to  have  tripled 
in  2000  to  10  million 
tons,  and  increase  an- 
other fourfold  by  2003. 
If  so,  taxpayers  could 


shell  out  $1  billion  a  year  in  subsk 
Is  this  really  making  the  U.S. 
dependent  on  imported  oil?  Hai 
since  synfuels  are  displacing  not 
troleum  but  coal,  of  which  the  U.S. 
more  than  it  can  use.  No  guarai 
that  the  process  succeeds  in  reco 
ing  what  would  otherwise  be  w 
from  coal  mines.  Some  suspect  1 
are  using  otherwise-marketable  c 
"You  can  spray  anything  on  it  so  1 
as  the  facility  is  blessed  by  the  I 
says  Forrest  Hill,  of 
ergy  consultants  Hi 
Associates  in  Anna 
lis,  Md.  "Someone  e 
said,  'A  dog  could  v 
by  and  raise  his  leg  ( 
a  piece  of  coal  an 
would  qualify.'"  Y 
tax  dollars  at  work. 


Taxpayers 
could  shell 
out  $1  billion 

a  year.  


102     FORBES"  ;^r;uary  22,  2001 


Around  the  world,  the  future  of  Visual 
technology"  looks  bright  with  ViewSonic® 


Welcome  to  the  Visual  Revolution7." 


We  have  entered  the  new  information 
economy.  Where  demand  for  niched 
content,  e-commerce,  business 
information  and  entertainment  will 
be  supplied  through  a  variety  of 
visual  and  communication  products 
and  services  from  ViewSonic. 

ViewSonic  is  leading  the  visual 
technology  revolution  with  OptiSync ' 
digital  displays  and  networked 
internet  appliances  designed  for  B2B 
and  B2C  commerce.  Look  for  our  lat- 
est display  technology  and  Internet 
appliances  designed  to  deliver  the 
ultimate  visual  communications 
experience  across  the  world  wide  web. 

ViewSonic,  the  #1  best  selling 
monitor  and  display  company  in  the 
USA*  is  working  hard  to  lead  the 
visual  technology  revolution  in  the 
information  economy.  Welcome  to 
the  Visual  Revolution:' 

For  more  information  visit: 
www.ViewSonic.com 


(800)  888-8583  •  Specifications  subject  to  change  without  notice  •  Copyright©  2000.  ViewSonic  Corporation.  •  Corporate  names  and  trademarks  staled  herein  are  the  property  ol  their  respective  companies. 
•  ViewSonic  ranks  as  United  States'  #1  best  selling  Hat  panel  display  by  DisplaySearch  ( 02  '00 )  and  the  leading  non-captive  monitor  brand  by  Stanford  Resources,  Inc.  ( Monitrak  01  '00 ).  •  All  rights  reserved. 
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VEB  HOSTING 
HE  MENSA  WAY. 


IBM  E-BUSINESS  HOSTING™  DOESN'T  JUST  BRING  MORE  EXPERTISE  TO  WEB 
HOSTING,  IT  BRINGS  MORE  INTELLIGENCE.  WE  PROVIDE  THE  SKILLS  OF  ETHICAL 
HACKERS,  EXPERTS  WHO  CAN  TEST  YOUR  SITE'S  SUSCEPTIBILITY  TO  UNETHICAL 
HACKERS.  WE  OFFER  B  E  ST- 0  F- B  R  E  E  D  ANALYTICAL  TOOLS  TO  HELP  OPTIMIZE 
YOUR  SITE'S  PERFORMANCE  AND  CUSTOMER  EXPERIENCE.  AND  WE  GIVE  YOU 
THE  COLLECTIVE  KNOWLEDGE  OF  OVER  20,000  E-BUSINESS  SPECIALISTS. 

E-BUSINESS  HOSTING.  ONLY  FROM  IBM. 


Call  1  800  IBM  7080,  ask  for  host  or  visit  ibm.com/e-business/hosting 


Backseat  Driver  By  Jerry  Flint 


Chrysler  Can  Be  Fixed 


IF  YOU  HAVE  BEEN  READING  THESE  COLUMNS,  YOU  KNOW 
I  am  no  fan  of  the  German  managers  running  Chrysler. 
But  I  can't  go  along  with  the  hysteria  about  Chrysler's 
problems.  Yes,  the  company  is  losing  lots  of  money, 
maybe  as  much  as  $1.4  billion  in  its  fourth  quarter.  But 
today's  troubles  are  a  piece  of  cake  compared  with  yester- 
day's. I  remember  when  executives  took  kickbacks  from  sup- 
pliers; when  the  company  president  was  fired  after  60  days 
on  the  job;  when  little  American  Motors  outsold  Chrysler; 
and  when  the  federal  government  had  to  guarantee 
Chrysler's  loans  to  keep  it  in  business. 

It  would  take  Lee  Iacocca, 
who  saved  Chrysler,  about  35 
minutes  to  handle  today's 
worries.  It  would  take  Robert 
Lutz  and  his  musketeers  about 
65  minutes  because  they 
would  talk  things  out  a  bit 
more.  Neither  would  take  the 
problems  home  at  night;  they 
would  be  solved  with  the 
morning  cigar. 

Let  me  point  out: 
Chrysler  has  the  hottest 
car  in  the  world,  the  PT 
Cruiser.  Dealers  get  full  list 
price  for  it,  and  the  variation 
possibilities  are  endless. 

Chrysler  has  the  best- 
selling  minivan  in  the  world.  Sales  are  almost  even  with  last 
year's,  despite  growing  competition,  and  Chrysler  will  sell 
close  to  500,000  of  them  this  year.  The  Chrysler  Sebring  con- 
vertible is  the  bestselling  convertible  in  the  world,  even 
though  volume  fell  this  year  as  Chrysler  shut  down  Mexican 
production  to  move  the  convertible  to  Detroit. 

The  Dodge  Dakota  pickup  is  definitely  hot,  particularly 
the  handsome  four-door  QuadCab.  Sales  are  running 
180,000  a  year,  27%  ahead  of  last  year,  while  sales  of  small 
pickups  from  Ford,  Chevy  and  Toyota  trail  last  year's.  Sales 
of  the  Dodge  Intrepid  sedan,  the  company's  bestselling  car, 
are  ahead  of  last  year's. 

There's  a  new  Teep  coming  out  next  year,  a  Cherokee  re- 
placement called  the  Liberty.  From  the  photos  I've  seen,  it 
looks  like  a  worldwide  winner. 

Look  at  competition  for  Motor  Trend's  car  of  the  year. 


The  company  has 
a  host  of 

problems— most 
notably  its 

■ 

bosses— but  they 
could  be  solved 

easily  if  the 
Germans  would 

loosen  the  bonds. 


There  were  21  candidates  (c 
not  trucks)  chosen  beca 
they  were  "all  new  or  a  si 
stantial  redesign  of  an  exist 
model."  Five  of  those  21 
Chrysler-made,  and  2  oth 
were  Mercedes.  That's  7  fr 
DaimlerChrysler.  General  N 
tors  had  just  1 ,  Ford  had  no 
Honda  had  2  candidates,  T 
ota/Lexus  had  3. 

The   car   of  the  ye 

Chrysler's  PT  Cruiser. 

So,  what's  the  trouble?  Well,  all  these  winning  Chry: 
products,  like  the  PT  Cruiser,  were  created  by  managers 
either  were  pushed  out  or  fired  by  Jiiergen  Schrempp,  Dai 
ler's  chief  executive,  or  were  men  who  wouldn't  work 
him.  I  won't  say  they  were  replaced  by  second-raters. 
Schrempp  wiped  out  the  best  auto  leadership  in  the  worl 

Costs  are  said  to  be  too  high  on  the  new  products,  sn 
as  the  2001  minivan  and  the  future  2002  Liberty.  The 
team  would  have  circumvented  the  problem  by  keep 
costs  under  better  control.  Marketing  at  Chrysler  seems 
consist  of  putting  another  rebate  on  the  car,  and  overp 
duction  is  a  chronic  trouble. 

The  German  connection  is  putting  obstacles  in  from 
required  product  changes.  The  old  team  would  already  h 
picked  a  second  North  American  production  site  for  the 
Cruiser.  It  would  have  expanded  the  PT  lineup  with  an 
wheel-drive,  a  turbo-charged  version,  a  PT  convertible  an 
PT  panel  truck.  The  old  team  would  be  readying  a  new  dn 
dead  beautiful  Ram  pickup  for  production,  as  well  a 
whole  line  of  rear-wheel-drive  sedan  cars. 

Says  auto  analyst  Stephen  Girsky  of  Morgan  Stanley  D« 
Witter:  "Chrysler  was  quick  to  market  and  very  flexible, 
now  they  have  to  go  through  the  bureaucracy  of  the  Gern 
company,  and  it's  slowed  a  lot  of  the  decision  making." 

Occupied  Chrysler,  as  I  call  it,  follows  a  failed  pattern:  ( 
new  product  money,  insult  and  squeeze  suppliers,  and  dc 
build  any  product  that  might  compete  with  the  Germans. 

Chrysler  can  recover,  but  not  while  run  by  managers  \\ 
misled  Americans  about  a  "merger  of  equals."  Chrys 
should  be  seen  as  either  an  equal  to  or  an  anchor  for  Dai 
ler.  If  Daimler  isn't  ready  to  change,  it  had  better  let  Chry; 
go  for  its  own  sake. 


Jerry  Flint,  a  former  FORBES  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 

Find  past  columns  at  www.forbes.com/flint  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take 

you  there  insiantly. 
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ST.  PETERSBURG 

TAKING  CARE  OF  THE  BUSINESS  OF  THE  BAY 


Every  urban  community  in  the  world  is  stating  its  technology 
credentials  these  days.  But  the  Tampa  Bay  area  has  been 
a  qualified  player  in  research  and  development  since  the 
sarly  days  of  the  space  age,  when  Honeywell  and  Sperry  set  up 
shop  here.  Tampa  Bay,  now  sixth  in  the  nation  in  terms  of 
ligh-tech  jobs,  according  to  the  American  Electronics  Association, 
s  home  to  thousands  of  highly  skilled  workers  and  managers 
and  extraordinary  applied  technology  resources, 
n  both  Hillsborough  and  Pinellas     receiving  more  than  $171.3  million  in 


:ounties,  the  University  of  South 
:lorida  (USF)  is  a  magnet  for  huge 
)ublic  and  private  technology  invest- 
ments. It  ranks  second  among  state 
jniversities  in  research  dollars, 


contracts  in  1999-2000.  The  Carnegie 
Foundation  for  the  Advancement  of 
Teaching  places  USF  in  its  top  cate- 
gory among  the  nation's  premier 
research  institutions. 


by  Bob  Andelman 

"We'll  continue  the  development  of 
this  institution  into  a  major  national 
research  university,"  says  USF  Presi- 
dent Judy  Genshaft.  "What  I  hope  is 
that  people  will  think  of  USF  in  the 
same  way  they  think  of  the  University 
of  California  Berkeley,  UCLA,  Michigan 
or  North  Carolina  Chapel  Hill." 

USF's  biggest  and  boldest  corporate 
relationship  is  with  Lucent  Technologies, 
which  endowed  a  $1  million  chair  at 
the  school  and  financed  the  construc- 
tion of  a  $4  million  clean  room  for 
semiconductor  manufacturing  and 


ST.  PETERSBURG,  FLORIDA 

Sensors  that  provide  early  warning  in 
cases  of  chemical  warfare.  Devices  in 
the  human  body  to  precisely  measure 
blood  flow  and  insulin  levels. These 
are  just  some  of  the  many  applications 
of  MicroElectroMechanical  Systems 
(MEMS),  a  technological  revolution 
taking  place  at  the  University  of  South 
Florida  St.  Petersburg. 

St.  Petersburg,  the  gateway  of  Flori- 
da's High  Tech  Corridor,  is  at  the  heart 
of  the  fifth-largest  high-tech  labor 
force  in  the  U.S.  With  its  recent 
research  classification  by  the  Carnegie 
Foundation,  USF  continues  to  fuel 
growth  in  Tampa  Bay's  impressive 
high-tech  sector,  with  companies 
including  Jabil  Circuit,  SAIC  and 
Lucent  Technologies. 

St.  Petersburg  offers  a  highly  desir- 
able location  with  strong  research  and 
higher  education  institutions,  excel- 
lent transportation  systems,  culture, 
beaches  and  a  low  cost  of  living.  To 
find  out  how  your  business  can  suc- 
ceed in  St.  Petersburg,  call  800-874- 
9026  or  visit  www.stpete.org. 


metrology.  It  also  donated  a  three- 
year-old,  $1  million  electron-scanning 
microscope  to  the  school. 

MEMS  (MicroElectroMechanical 
Systems)  are  the  next  raw  edge  in  the 
technological  revolution,  and  USF 
plans  to  be  at  the  forefront.  "The  pro- 
jection for  this  industry  even  this  year 
is  $8  billion;  by  2005,  the  size  of  the 
MEMS  industry  will  be .  . .  $50  billion. 
And  there's  not  yet  a  single  research 
center  for  MEMS  in  the  state  of  Flori- 
da," notes  Peter  Betzer,  interim  dean 
of  USF's  College  of  Marine  Science. 
"Our  hope  is  that  by  building  up  a 
capability  here,  we  can  not  only 
improve  our  position  relative  to  new 
technology,  but  become  a  magnet  for 
high-tech  industry  in  our  region." 

Another  strong  contributor  on  the 
educational  front  is  Stetson  Universi- 
ty College  of  Law,  Florida's  first  law 
school.  "Our  students  receive  individ- 
ualized training  so  they  graduate  with 
the  knowledge,  skills  and  confidence 
to  succeed  in  the  increasingly  com- 
petitive environment  of  global  com- 
merce," notes  Dean  Gary  Vause. 

Not  only  does  Stetson  contribute  to 


the  area's  professional  talent  pool,  but 
it  also  encourages  its  students  toj 
actively  participate  in  the  community. 
"We're  fully  committed  to  the  Greater 
Tampa  Bay  community,  as  evidenced 
by  our  requirement  that  every  student 
render  pro  bono  service  as  a  condition 
of  graduation." 

A  STAR  IS  BORN 

For  decades,  Pinellas  County  com- 
muters drove  past  the  Department  of 
Energy's  96-acre,  gated,  secure  com- 
pound at  the  corner  of  Belcher  Road 
and  Bryan  Dairy,  wondering,  "What 
are  they  doing  in  there?" 

Now  that  the  barbed  wire  and 
armed  checkpoints  have  come  tum- 
bling down,  the  more  appropriate 
question  is,  "What  aren't  they  doing  in 
there?"  The  renamed  Pinellas  STAR 
Center  now  houses  companies  that  do 
everything  from  growing  crystals  to 
developing  Web-based  business  solu- 
tions. This  is  not  your  father's  nuclear- 
trigger  weapons  plant. 

"The  atmosphere  is  completely  dif- 
ferent," says  Charles  "Ken"  Hall,  him- 
self a  25-year  veteran  of  General 
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booming  along  the  beach  in  St.  Petersburg. 
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[ILLSBOROUGH  COUNTY 

ave  the  privilege  of  living  in  a 
lunity  rich  with  diversity.  Hills- 
lgh  County  has  something  for 
one:  modern  downtown  sky- 
ers overlooking  the  bay,  a  busy 
rt,  high-tech  companies,  a  major 
university,  a  large  military  base, 
of-the-art  sports  arenas,  major 
>t  attractions  and  a  strong  agri- 
al  industry. 

Isborough  County  is  working 
'  day  to  meet  the  needs  of  the 
lands  of  new  residents  moving 
he  area,  while  providing  for  the 
llion  residents  who  already 
tere.  Our  challenge  is  to  move 
he  high-tech  world,  while  still 
rving  a  sense  of  our  past  and 
nunity  spirit.  We  are  proud  of 
ccomplishments  and  look  for- 
to  the  future  as  we  continue  to 
Hillsborough  County  a  great 
:  to  live  and  work.  For  more 
mation,  visit  our  Web  site  at 
'■hillsboroughcounty.org. 


Electric/Martin  Marietta/ Lockheed 
Martin  operations  at  the  old  DOE  facil- 
ity and  now  the  director  of  the  Pinel- 
las STAR  Center.  The  center  is  the 
nation's  only  successful  conversion  of 
a  DOE  nuclear  weapons  components 
plant  into  a  commercial  facility. 
"Before,  we  had  one  company  here: 
Lockheed  Martin.  Now  we  have  20- 
plus  companies  that  are  conducting 
their  own  very  entrepreneurial  busi- 
nesses. They  vary  from  one-man  oper- 
ations to  more  than  1,000  employees 
at  Raytheon." 

Now  95%  occupied,  the  730,000- 
square-foot  site  is  home  to  high-tech 
businesses  that  exceed  the  employ- 
ment level  of  the  defense  plant  when 
the  DOE  ceased  operations  in  1995. 
There  are  22  firms  conducting  busi- 
ness from  the  STAR  Center,  employing 
1,200  people  with  an  annual  payroll  of 
$40  million.  There's  even  a  little  irony 
in  the  new  lineup  of  the  facility:  Con- 
stellation Technology  Corporation 
makes  a  device  to  detect  nuclear 
weapons,  taking  the  facility  full  circle, 
from  making  products  used  for  war  to 
making  products  to  prevent  war. 

The  STAR  Center  is  not  the  only 
high-tech  commercial  base  in  Tampa 
Bay,  however.  Jabil  Circuit  is  one  of 
the  fastest-growing  electronics  manu- 
facturing companies  in  the  world.  With 
more  than  4,500  employees  at  its  St. 
Petersburg  headquarters  location 
alone  (additional  manufacturing  facil- 
ities are  in  Latin  America,  Europe  and 
Asia),  Jabil  makes  medical  products 
for  Siemens,  docking  stations  for  Dell 
computers  and  optical  switching  net- 
works. The  company  also  contracts 


QUADRACOMM,  INC. 

QuadraComm,  Inc.,  a  Tampa-based 
public  company  (OTC:BB  symbol 
"QDRA"),  is  a  worldwide  provider  of 
integrated  communications  products, 
services  and  systems.  Through  acquired 
private  entities,  the  company  consoli- 
dates the  technology,  development,  ser- 
vice, installation,  operation  and  distri- 
bution capabilities  of  these  operating 
units  into  a  single  focus,  offering 
turnkey  communications  solutions  to 
government,  business  and  individual 
consumers.  QuadraComm  currently: 

•  Leverages  existing  distribution  chan- 
nels through  its  unique  international 
marketing  network  to  deliver  cost- 
effective  solutions  for  telecommuni- 
cations opportunities  across  a  broad 
spectrum  of  customers  and  markets. 

•  Possesses  the  infrastructure  and  man- 
agement at  the  corporate  and  decen- 
tralized business  unit  levels  to  accom- 
modate the  company's  high-growth 
expectations. 

Current  operations  include: 

•  RMS  Communications  —  a  leading 
wireless  equipment  company  special- 
izing in  pager  and  cell  phone  repair, 
refurbishment  and  international  sales. 

•  RF  Scientific  —  a  world-distinguished 
designer  and  provider  of  fixed  and 
portable  satellite  earth  stations  and 
mobile  broadcast  vehicles. 

•  International  Prepaid  Systems  —  a 
provider  of  prepaid  phonecards,  and 
ATM  Machine  and  Prepaid  Cellular 
products  and  services. 

•  Digital  Telecommunications  —  the 
owner  and  operator  of  USA  and  in- 
country-based  facilities  necessary  to 
provide  full-service  telecommunica- 
tions to  the  African  Region  Republic 
of  Madagascar  under  both  infrastruc- 
ture and  cellular  licenses  granted  by 
the  government. 
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Sensors  that  provide  early  warning  in 
cases  of  chemical  warfare.  Devices  in 
the  human  body  to  precisely  measure 
blood  flow  and  insulin  levels. These 
are  just  some  of  the  many  applications 
of  MicroElectroMechanical  Systems 
(MEMS),  a  technological  revolution 
taking  place  at  the  University  of  South 
Florida  St.  Petersburg. 

St.  Petersburg,  the  gateway  of  Flori- 
da's High  Tech  Corridor,  is  at  the  heart 
of  the  fifth-largest  high-tech  labor 
force  in  the  U.S.  With  its  recent 
research  classification  by  the  Carnegie 
Foundation,  USF  continues  to  fuel 
growth  in  Tampa  Bay's  impressive 
high-tech  sector,  with  companies 
including  Jabil  Circuit,  SAIC  and 
Lucent  Technologies. 

St.  Petersburg  offers  a  highly  desir- 
able location  with  strong  research  and 
higher  education  institutions,  excel- 
lent transportation  systems,  culture, 
beaches  and  a  low  cost  of  living. To 
find  out  how  your  business  can  suc- 
ceed in  St.  Petersburg,  call  800-874- 
9026  or  visit  www.stpete.org. 


metrology.  It  also  donated  a  three- 
year-old,  $1  million  electron-scanning 
microscope  to  the  school. 

MEMS  (MicroElectroMechanical 
Systems)  are  the  next  raw  edge  in  the 
technological  revolution,  and  USF 
plans  to  be  at  the  forefront.  "The  pro- 
jection for  this  industry  even  this  year 
is  $8  billion;  by  2005,  the  size  of  the 
MEMS  industry  will  be . .  .  $50  billion. 
And  there's  not  yet  a  single  research 
center  for  MEMS  in  the  state  of  Flori- 
da," notes  Peter  Betzer,  interim  dean 
of  USF's  College  of  Marine  Science. 
"Our  hope  is  that  by  building  up  a 
capability  here,  we  can  not  only 
improve  our  position  relative  to  new 
technology,  but  become  a  magnet  for 
high-tech  industry  in  our  region." 

Another  strong  contributor  on  the 
educational  front  is  Stetson  Universi- 
ty College  of  Law,  Florida's  first  law 
school.  "Our  students  receive  individ- 
ualized training  so  they  graduate  with 
the  knowledge,  skills  and  confidence 
to  succeed  in  the  increasingly  com- 
petitive environment  of  global  com- 
merce," notes  Dean  Gary  Vause. 

Not  only  does  Stetson  contribute  to 


the  area's  professional  talent  pool,  but 
it  also  encourages  its  students  to 
actively  participate  in  the  community. 
"We're  fully  committed  to  the  Greater 
Tampa  Bay  community,  as  evidenced 
by  our  requirement  that  every  student 
render  pro  bono  service  as  a  condition 
of  graduation." 

A  STAR  IS  BORN 

For  decades,  Pinellas  County  com- 
muters drove  past  the  Department  of 
Energy's  96-acre,  gated,  secure  com- 
pound at  the  corner  of  Belcher  Road 
and  Bryan  Dairy,  wondering,  "What 
are  they  doing  in  there?" 

Now  that  the  barbed  wire  and 
armed  checkpoints  have  come  tum- 
bling down,  the  more  appropriate 
question  is,  "What  aren't  they  doing  in 
there?"  The  renamed  Pinellas  STAR 
Center  now  houses  companies  that  do 
everything  from  growing  crystals  to 
developing  Web-based  business  solu- 
tions. This  is  not  your  father's  nuclear- 
trigger  weapons  plant. 

"The  atmosphere  is  completely  dif- 
ferent," says  Charles  "Ken"  Hall,  him- 
self a  25-year  veteran  of  General 
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Business  is  booming  along  the  beach  in  St.  Petersburg. 
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iave  the  privilege  of  living  in  a 
nunity  rich  with  diversity.  Hills- 
ugh  County  has  something  for 
rone:  modern  downtown  sky- 
>ers  overlooking  the  bay,  a  busy 
)rt,  high-tech  companies,  a  major 
university,  a  large  military  base, 
•of-the-art  sports  arenas,  major 
st  attractions  and  a  strong  agri- 
ral  industry. 

lsborough  County  is  working 
f  day  to  meet  the  needs  of  the 
sands  of  new  residents  moving 
he  area,  while  providing  for  the 
llion  residents  who  already 
here.  Our  challenge  is  to  move 
the  high-tech  world,  while  still 
?rving  a  sense  of  our  past  and 
nunity  spirit.  We  are  proud  of 
iccomplishments  and  look  for- 
to  the  future  as  we  continue  to 
:  Hillsborough  County  a  great 
;  to  live  and  work.  For  more 
mation,  visit  our  Web  site  at 
f.hillsboroughcounty.org. 


Electric/Martin  Marietta/ Lockheed 
Martin  operations  at  the  old  DOE  facil- 
ity and  now  the  director  of  the  Pinel- 
las STAR  Center.  The  center  is  the 
nation's  only  successful  conversion  of 
a  DOE  nuclear  weapons  components 
plant  into  a  commercial  facility. 
"Before,  we  had  one  company  here: 
Lockheed  Martin.  Now  we  have  20- 
plus  companies  that  are  conducting 
their  own  very  entrepreneurial  busi- 
nesses. They  vary  from  one-man  oper- 
ations to  more  than  1,000  employees 
at  Raytheon." 

Now  95%  occupied,  the  730,000- 
square-foot  site  is  home  to  high-tech 
businesses  that  exceed  the  employ- 
ment level  of  the  defense  plant  when 
the  DOE  ceased  operations  in  1995. 
There  are  22  firms  conducting  busi- 
ness from  the  STAR  Center,  employing 
1,200  people  with  an  annual  payroll  of 
$40  million.  There's  even  a  little  irony 
in  the  new  lineup  of  the  facility:  Con- 
stellation Technology  Corporation 
makes  a  device  to  detect  nuclear 
weapons,  taking  the  facility  full  circle, 
from  making  products  used  for  war  to 
making  products  to  prevent  war. 

The  STAR  Center  is  not  the  only 
high-tech  commercial  base  in  Tampa 
Bay,  however.  Jabil  Circuit  is  one  of 
the  fastest-growing  electronics  manu- 
facturing companies  in  the  world.  With 
more  than  4,500  employees  at  its  St. 
Petersburg  headquarters  location 
alone  (additional  manufacturing  facil- 
ities are  in  Latin  America,  Europe  and 
Asia),  Jabil  makes  medical  products 
for  Siemens,  docking  stations  for  Dell 
computers  and  optical  switching  net- 
works. The  company  also  contracts 


QUADRACOMM,  INC. 

QuadraComm,  Inc.,  a  Tampa-based 
public  company  (OTCBB  symbol 
"QDRA"),  is  a  worldwide  provider  of 
integrated  communications  products, 
services  and  systems.  Through  acquired 
private  entities,  the  company  consoli- 
dates the  technology,  development,  ser- 
vice, installation,  operation  and  distri- 
bution capabilities  of  these  operating 
units  into  a  single  focus,  offering 
turnkey  communications  solutions  to 
government,  business  and  individual 
consumers.  QuadraComm  currently: 

•  Leverages  existing  distribution  chan- 
nels through  its  unique  international 
marketing  network  to  deliver  cost- 
effective  solutions  for  telecommuni- 
cations opportunities  across  a  broad 
spectrum  of  customers  and  markets. 

•  Possesses  the  infrastructure  and  man- 
agement at  the  corporate  and  decen- 
tralized business  unit  levels  to  accom- 
modate the  company's  high-growth 
expectations. 

Current  operations  include: 

•  RMS  Communications  —  a  leading 
wireless  equipment  company  special- 
izing in  pager  and  cell  phone  repair, 
refurbishment  and  international  sales. 

•  RF  Scientific  —  a  world-distinguished 
designer  and  provider  of  fixed  and 
portable  satellite  earth  stations  and 
mobile  broadcast  vehicles. 

•  International  Prepaid  Systems  —  a 
provider  of  prepaid  phonecards,  and 
ATM  Machine  and  Prepaid  Cellular 
products  and  services. 

•  Digital  Telecommunications  —  the 
owner  and  operator  of  USA  and  in- 
country-based  facilities  necessary  to 
provide  full-service  telecommunica- 
tions to  the  African  Region  Republic 
of  Madagascar  under  both  infrastruc- 
ture and  cellular  licenses  granted  by 
the  government. 


iillsboiough  County 
Honda 


QuadraComm 


Judy  Genshaft,  Ph.D. 
President 


USF  MEANS  BUSINESS 

•  The  University  of  South  Florida  is 
the  second  largest  university  in  the 
Southeast  and  one  of  the  20  largest 
universities  in  the  country,  with 
36,000  students. 

•  USF  has  turned  out  more  startup 
companies  than  all  other  Florida  uni- 
versities combined.  Its  inventions 
and  research  partnerships  are  fueling 
development  of  the  Florida  High- 
Technology  Corridor. 

•  USF  is  one  of  the  top  60  public 
research  universities  in  the  country. 
It  is  ranked  in  the  top  tier  of  nation- 
al research  universities  by  the 
Carnegie  Foundation. 

•  USF's  nationally  ranked  programs 
include  accounting,  management 
information  systems,  marine  science, 
medicine  and  psychology. 

•  Named  by  Yahoo!  as  one  of  the 
nation's  most  wired  universities,  USF 
is  a  partner  in  developing  Internet2, 
the  next  generation  of  the  Internet. 

•  Discover  USF  at  www.usf.edu. 


University  of 
South  FSorida 


with  other  manufacturers  to  produce 
printed  circuit  boards. 

At  the  other  end  of  the  supply  chain, 
Clearwater-based  Tech  Data  Corp., 
with  $17  billion  in  annual  sales,  is  the 
world's  second  largest  distributor  of 
technology  products.  "The  Tampa  Bay 
area's  been  a  great  home  for  us,"  says 
Steven  A.  Raymund,  chairman  and 
chief  executive  officer  of  Tech  Data 
Corp.  "It's  not  just  the  warm  year- 
round  climate  and  resort  community 
atmosphere.  As  a  business  founded 
here  26  years  ago,  we  see  numerous 
advantages  —  a  strong  university 
system  for  recruiting  purposes,  for 
example,  and  distinct  economic  ben- 
efits compared  with  many  other  met- 
ropolitan areas." 

Another  up-and-coming  technology 
company  to  watch  in  Tampa  is  Quadra- 
Comm,  which  recently  integrated 
established  communications  busi- 
nesses from  Orlando  and  Ocala,  Fla., 
with  two  more  from  Oklahoma  City 
and  Houston.  These  companies  were 
brought  under  one  roof  in  Tampa, 
making  QuadraComm  an  international 


player  in  turnkey  communications 
solutions  to  businesses  and  con- 
sumers alike. 

"Being  in  Tampa  is  conducive  to 
international  business,"  according  to 
President  Robert  W.  Ellis.  "We  think 
we  have  the  right  long-distance  com- 
munications answers  for  the  Third 
World  in  Africa.  And  we  are  very  inter- 
ested in  the  Central  and  Latin  Ameri- 
can markets.  The  airport  and  port 
were  influential  in  our  decision.  And 
we've  found  the  quality  of  life  here  to 
attract  the  people  we  need." 

Half  of  the  technology-driven  com- 
panies from  the  Florida  High  Tech  Cor- 
ridor are  located  in  Pinellas  County, 
says  Buzz  David,  director  of  the  Pinellas 
County  Department  of  Economic  Devel- 
opment. "We  think  that's  very  signifi- 
cant, particularly  in  a  county  domi- 
nated by  the  tourist  industry.  It's  ai 
well-kept  secret  we  want  revealed. 
We've  got  a  story  that  needs  to  be  told." 

BEYOND  TECHNOLOGY 
The  bay  area  is  home  to  a  wide  array  of 
nationally  recognized  corporate  brands, 


With  its  top-notch  facilities,  USF  is  emerging  as  a  leader  in  Rt 


•d  technology. 


Tampa  «St.  Petersburg  •  Lakeland 
Sarasota/Manatee  •  New  College 
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FLORIDA'S  BEACH 

discussion  of  business  in  the 
ia  Bay  area  would  not  be  corn- 
without  understanding  the  eco- 
:  engine  that  drives  the  economy 
:  St.  Petersburg/Clearwater  area, 
hat  engine  is  tourism. 
:  area,  also  known  as  "Florida's 
i",  is  the  part  of  Tampa  Bay  blessed 
powder-soft  beaches  (including 
f  the  top  10  beaches  in  the  U.S.), 
ling  Gulf  of  Mexico  waters  and  an 
ss  variety  of  things  to  do  that 
tourists  returning  year  after  year, 
mally,  the  area  attracts  more  than 
Uion  visitors,  bringing  over  $5  bil- 
o  area  businesses,  and  provides 
than  73,000  jobs. 
%  area  organization  responsible 
aintaining  this  vital  economic 
is  the  St.  Petersburg/Clearwater 
Convention  and  Visitors  Bureau. 
3untrywide  tourism  management 
larketing  organization  develops 
romotes  the  area  as  a  business, 
rntion,  conference,  sports  and 
iroduction  destination;  thereby 
ing  tourism's  economic  benefit 
ghout  the  St.  Petersburg/Clear- 
area. 


r.  PETERSBURG 
CLEARWATER 

Florida's  Beacb 


from  the  Home  Shopping  Network, 
Eckerd  Drugs  and  Raymond  James  & 
Associates  to  Outback  Steakhouse 
and  Danka  Business  Systems. 

"We've  been  fortunate  to  land  some 
dynamic  corporate  relocations  and 
expansions,"  says  Gene  Gray,  director 
of  economic  development  for  Hillsbor- 
ough County.  "It's  tied  to  our  strategy 
of  going  after  companies  that  have 
ties  to  financial  services  and  technol- 
ogy. Many  of  the  financial  services 
companies  that  have  relocated  here 
have  brought  customer  service  opera- 
tions. Some  are  also  into  software 
development  as  well  as  establishing 
regional  corporate  offices." 

The  same  activity  can  be  seen 
across  the  bay  in  Pinellas  County.  "We 
have  some  substantial  companies  in 
Carillon,"  says  Cindy  Margiotto,  man- 
ager of  the  city  of  St.  Petersburg's 
economic  development  department. 
"It's  the  hottest  address  in  the  Tampa 
Bay  area  and  just  12  minutes  to 
Tampa  International." 

One  major  lure  for  businesses  has 
been  the  fact  that,  more  and  more, 
Tampa  Bay  is  being  recognized  for  its 
great  positioning  to  become  a  global 
hub  —  in  large  part  due  to  the  Port  of 
Tampa.  Not  only  is  the  port  strategically 
located  for  connecting  to  the  growing 
markets  in  Central  and  South  Ameri- 
ca, it  also  has  modernized  and  expand- 
ed its  capabilities  to  make  it  one  of  the 
leading  facilities  in  the  nation. 

Tampa  International  Airport  also  has 
been  responding  to  the  area's  global 
attention.  The  Aviation  Authority 
recently  completed  a  plan  to  expand 
the  existing  Airport  Terminal  Complex 


Robert  D.  Fagan 
Chairman  of  the  Board, 
Chief  Executive  Officer 


TECO  ENERGY,  Inc. 

With  a  number  of  electric  generation 
projects  announced  in  2000,  TECO 
Energy  (NYSE:TE)  rapidly  emerged  as 
one  of  the  top  independent  power  com- 
panies in  the  world. 

Loyal  adherence  to  a  business  strategy 
focused  on  the  company's  core  busi- 
nesses —  Florida  operations,  indepen- 
dent power  and  transportation  —  has 
given  this  $2  billion-revenue  energy  hold- 
ing company  impressive  growtii  and  has 
solidified  its  role  as  a  key  player  in  the 
domestic  generation  market. 

The  company's  Florida  operations, 
Tampa  Electric  Company  and  Peoples 
Gas  (Florida's  largest  natural  gas  utility), 
enjoy  annual  customer  growth  in  excess 
of  3%,  serving  550,000  and  250,000  cus- 
tomers, respectively. 

TECO  Transport  continues  to  grow, 
with  increasing  shipments  of  coal,  phos- 
phate, grain  and  other  commodities  to 
ports  of  call  domestic  and  abroad. 

TECO  Power  Services  has  projects 
under  development  designed  to  serve 
wholesale  customers      TAMPA  BAY 
in  18  states,  span- 

FOR  BUSINESS 


ning  the  southern 
half  of  the  nation. 


TEGO 
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www.tecoenergy.com 


Gary  Vause,  Dean 
Stetson  University  College  of  Law 

TRAINING  FUTURE  LEADERS 
IN  LAW  AND  BUSINESS 

For  100  years,  powerful  advocacy  skills 
have  been  the  hallmark  of  a  Stetson  Uni- 
versity legal  education.  Successes  in 
interscholasuc  competitions  have  earned 
Stetson  the  nation's  highest  overall  rank- 
ing in  advocacy  training.  We  balance 
advocacy  training  with  instruction  in 
alternative  dispute  resolution  techniques 
and  transactional  courses.  Our  strong 
academic  program,  which  includes  a 
rigorous  required  curriculum,  hones  stu- 
dents' analytical  and  communications 
skills,  and  emphasizes  the  mastery  of 
technology.  Stetson  also  has  centers  of 
excellence  in  health  law  and  elder  law. 

Through  alliances  with  business  and 
professional  organizations,  we  ensure 
that  Stetson  meets  the  needs  of  contem- 
porary business  law  practitioners.  Our 
Master  of  Laws  (LLM)  program  in  Inter- 
national Law  and  Business  trains  U.S.  and 
foreign  lawyers  for  global  practice,  and 
our  joint  JD/MBA  program  prepares 
graduates  for  leadership  in  both  law  and 
business.  Stetson  also  offers  a  wide  range 
of  conferences  and  continuing  legal  edu- 
cation courses  to  update  professionals  in 
specialized  aspects  of  law. 


to  accommodate  25  million  passen- 
gers through  the  year  2020,  while  still 
maintaining  the  highest  level  of  ser- 
vice for  airport  users.  The  20-year  air- 
port development  program  will  cost 
approximately  $1.03  billion,  with 
$350  million  being  spent  in  the  first 
five  years  toward  construction  of  new 
facilities. 

DEVELOPERS  WELCOME  HERE 
Not  long  ago,  Tampa  had  a  reputation  for 
being  a  difficult  place  to  develop  prop- 
erties. Fernando  Noriega,  Tampa's 
administrator  of  development,  wants  it 
known  that  all  that  has  changed. 

"We've  made  the  developer  com- 
munity very  comfortable,"  he  says. 
"We're  treating  them  like  friends,  not 
enemies.  Credit  cards  can  now  pay  for 
permits.  In  fact,  70%  of  all  the  business 
we  do  is  by  credit  card,  including  fines 
and  reinspections.  This  policy  avoids 
travel  and  downtime  for  everyone." 

Noriega  touts  the  city's  move  to 
one-stop  permitting  as  another  devel- 
oper-friendly act.  "No  longer  is  the 
review  process  in  nine  departments," 
he  says.  (Hillsborough  County  recent- 
ly moved  to  a  similar  system.)  Credit 
Mayor  Dick  Greco's  own  years  as  a 
private  developer,  most  notably  with 
Edward  J.  DeBartolo,  for  his  know-how 
in  getting  the  job  done  efficiently. 

The  proof  is  in  the  output.  Under 
Greco's  administration,  the  $105  mil- 
lion, 717-room  downtown  Tampa  Mar- 
riott Waterside  finally  went  up  after 
almost  two  decades  of  attempts. 
More  than  $1  billion  in  projects  were 
developed  in  downtown  Tampa  and 
Ybor  City  during  the  last  six  years. 


Stetson  University  College  of  Law 

That  figure  includes  $400  million  in 
Ybor  alone.  And  there  are  three  new 
cruise  terminals  under  construction, 
increasing  passenger  capacity  at  the 
Port  of  Tampa  from  250,000  in  1999 
to  1  million  in  2001. 

WELL  WORTH  RELOCATING 
Craig  Sher,  a  developer  for  Sembler 
Company,  strolled  around  the  compa- 
ny's latest  urban  entertainment 
center,  BayWalk  in  St.  Petersburg, 
and  smiled  broadly  from  the  top  of  the 
grand  center  court  stairways.  "It's  so 
beautiful,"  the  developer  says.  "I  had 
a  Diet  Coke  by  the  fountain  and 
thought,  'Life  could  be  worse.'" 

He  isn't  the  only  one.  For  BayWalk 
—  as  well  as  at  Centro  Ybor,  Sembler 
Company's  similar  new  project 
in  Ybor  City  —  glowing  reviews  are 
pouring  in.  Residents  can  hardly 
believe  what  they  are  seeing.  Not 
in  St.  Petersburg.  Not  in  Ybor  City. 
Couldn't  be. 

"The  city  of  St.  Petersburg  made  it 
easy  for  something  like  this  to 


COLLEGE  OF  LAW 

Florida's  First  Law  School 
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happen,"  Sher  says.  "The  community 
really  wanted  it.  I'd  never  been 
involved  in  something  that  was  99.9% 
embraced  by  the  community.  And  the 
potential  tenants  who  couldn't  afford 
our  project  or  didn't  fit  are  renting 
space  around  BayWalk." 

The  next  jewel  in  the  retail  indus- 
try's reappraisal  on  the  Tampa  Bay 
market  will  be  Taubman  Centers' 
$200  million,  1.2  million-square-foot 
International  Plaza  —  with  anchor  ten- 
ants Nordstrom,  Neiman  Marcus,  Lord 
&  Taylor  and  Tiffany  &  Co.  —  under 
construction  on  the  southern  edge  of 
Tampa  International  Airport. 

A  whole  new  corridor  of  wonder 
(and  an  electric  streetcar)  now  con- 
nects Ybor  City  —  a  delight  of  restau- 
rants, nightclubs  and  one-of-a-kind 
shopping  experiences  —  with  Tampa's 
high-rise,  downtown  office  district. 
The  waterfront  is  dotted  with  tropical, 
color-coordinated  cruise  terminals,  the 
Florida  Aquarium,  the  new  Tampa  Mar- 
riott Waterside,  the  20,000-seat  Ice 
Palace  arena  (home  of  the  National 
Hockey  League's  Tampa  Bay  Light- 
ning), shops  (Channelside  is  expected 
to  open  in  mid-January)  and  a  new  USF 
satellite  campus. 

"If  you're  a  CEO  and  you're  looking 
to  relocate  or  expand  and  you're  going 
to  move  some  high-price  talent,  you're 
looking  for  livability.  You'll  find  Tampa 
Bay  will  rank  very  high  on  all  counts," 
says  St.  Petersburg  Mayor  David  Fis- 
cher. "The  standard  of  living,  recreation 
and  transportation  let  executives 
move  with  ease  in  and  out  of  the  area." 

Sports  fans  in  the  Bay  area  have 
more  professional  choices  than  ever 


before,  with  the  vastly  improved 
Buccaneers  at  Raymond  James  Stadi- 
um, the  Tampa  Bay  Devil  Rays  at 
Tropicana  Field  and  the  Outback 
Bowl.  Restaurants  and  nightlife  are 
thriving  in  once-deserted  and  desti- 
tute urban  centers.  There  are  30 
galleries  and  800  cultural  events 
annually  in  downtown  St.  Petersburg. 
Seven  days  a  week,  24  hours  a  day, 
residents,  employees  and  tourists 
alike  flock  to  downtown  St.  Peters- 
burg and  Ybor  City.  No  one  says  "back 
in  the  good  ole  days"  anymore.  These 
are  the  good  days. 

THE  BAY  ON  THE  WEB 
University  of  South  Florida  Office  on  Eco- 
nomic Development:  www.usf.edu/oed 
Tampa  Bay  Partnership:  www.tampabav.org 
Florida  High  Tech  Corridor  Council: 
www.f1orldahlghtech.com 
City  of  Tampa:  www.ci.tampa.fl.us 
Hillsborough  County: 
www.hillsboroughcountv.org 
City  of  St.  Petersburg: 
www.stpete.org 
Pinellas  County: 
www.pinellascountv.org 
St.  Petersburg/Clearwater  Area 
Convention  and  Visitors  Bureau: 
www.floridasbeach.com 
Stetson  University  College  of  Law: 
www.law.stetson.edu 
University  of  Tampa:  www.utampa.edu 

Bob  Andelman  is  the  author  or  coauthor  of  seven 
books,  including  The  Profit  Zone  with  Adrian  Sly- 
wotzky,  Mean  Business  with  Albert  J.  Dunlap  and 
The  Corporate  Athlete  with  Dr.  Jack  Groppel. 
Built  From  Scratch,  written  with  the  cofounders 
of  The  Home  Depot,  was  recently  published  in 
Japan.  Andelman  can  be  reached  through  his 
Web  site,  www.andelman.com. 


PROGRESS  ENERGY,  INC. 

Progress  Energy,  the  parent  company 
for  St.  Petersburg- based  Florida  Power 
Corporation  and  Raleigh,  N.C. -based 
CP&L  Company,  is  the  newest  major 
company  doing  business  in  the 
Tampa/St. Petersburg  area. This  region- 
al energy  giant  acquired  Florida 
Power  in  November  2000  and  enters 
the  millennium  as  one  of  the  nation's 
top  10  generators  of  electricity.  It 
serves  a  customer  base  estimated  at 
2.8  million  and  growing. 

With  more  than  16,000  employees, 
Progress  Energy  and  its  subsidiary 
companies  offer  a  variety  of  ser- 
vices including  electricity,  natural 
gas,  value-added  energy  service  prod- 
ucts and  broadband  capacity.  Among 
the  company's  assets  are  more  than 
19,000  megawatts  of  electric  genera- 
tion capacity  and  a  sophisticated, 
extensive  telecommunications  net- 
work totaling  more  than  100,000 
fiber  miles. 

Progress  Energy's  name  is  new,  but 
its  commitment  to  customers  and 
regional  economic  development  is 
decades  old  and  undiminished.  Making 
Florida  and  the  Carolinas  a  vital, 
expanding  and  growing  example  of 
economic  prosperity  remains  a  com- 
pany priority  without  peer. 

Progress  Energy  means  business, 
and  we  can  prove  it. 

Visit  our  Web  site  at: 
www.progress-energy.com 


&  Progress  Energy 


Hugo  Boss  used  to  reach  for  the  snooty.  Now  it's 
serving  champagne  to  middle  America.  Don't  snicker. 


BY  LEA  GOLDMAN 

SOMETIMES  A  HUMBLED  BRAND  HAS  TO  BRING  ITS 
own  image  down  a  few  notches.  That's  a  tough  act 
in  the  fashion  industry,  where  some  houses  would 
rather  die  than  lower  themselves.  Perhaps  Hugo 
Boss  has  no  pride.  It  certainly  couldn't  afford  any 
by  1997.  That  was  the  year  the  brand  that  defined  the  exu- 
berance and  the  arrogance  of  the  1980s  hit  bottom.  After 
posting  25%-a-year  growth  in  the  late  1980s  with  ads  that 
featured  models  wearing  exaggerated-shouldered  suits  and 
where-did-I-park-my-Porsche  expressions,  Hugo  Boss  failed 
to  soften  its  attitude  or  its  look  for  the  kinder,  gentler  1990s. 
It  became  the  butt  of  fashion  jokes.  By  1997  sales  grew  just 
5%  in  Germany,  its  home  turf.  In  the  U.S.  second-tier  de- 
partment stores  were  tossing  has-been  Hugo  Boss  suits  into 
discount  bins.  Image  problems  seemed  to  pile  up  like  old 
laundry  when  the  company  admitted  that  year  that  its 
eponymous  founder  had  manufactured  uniforms  for  Nazi 
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officers  during  World  War  II.  Suddenly  Hugo  Boss'  famed 
uppityness  seemed  sinister. 

Time  to  come  down  off  his  lofty  perch.  Hugo  Boss'  board 
installed  its  chief  designer,  Werner  Baldessarini,  55,  as  chiel 
executive  in  1998.  His  chance  for  success  was  a  long  shot 
Baldessarini  had  no  formal  business  training.  What  he  did 
have  was  the  dubious  distinction  of  creating  those  big-shoul- 
dered suits  in  the  1980s.  But  Baldessarini  decided  the  only 
way  to  reverse  Hugo  Boss'  fate  was  to  change  its  image:  from 
its  fashion  statement  to  its  customer.  He  decided  to  open  new 
stores — 130  in  the  past  two  years;  23  in  North  America — in 
places  Hugo  Boss  management  didn't  know  existed  ten  years 
ago.  It  opened  stores  in  Paramus,  N.J.,  King  of  Prussia,  Pa., 
even  the  Mall  of  America,  in  the  shadow  of  the  mall's  indoor 
roller  coaster.  It  signed  on  as  a  Nascar  sponsor.  In  othei 
words,  it  openly  courted  hard-core  middle  America. 

Now  it's  courting  them  in  style.  Store  managers  invite  po- 
tential customers  to  in-store  Internet  seminars,  dinner  par- 


ties  and  cocktail  events,  where 
leggy  models  circulate  with 
martini-swilling  guests  and 
local  celebrities.  "We'd  rather 
do  a  party  or  event,  if  it's 
small  and  local,  than  spend 
money  on  bad  catalogs  and 
newspaper  ads,"  says  Marty  D. 
Staff,  head  of  U.S.  operations. 

Pouring  champagne  near 
a  food  court?  Yep.  The  Met- 
zingen,  Germany-based  com- 
pany has  staged  a  fashion 
comeback  by  schmoozing 
middle-American  fashion 
plates.  To  court  young  adults 
who  were  carrying  school- 
books  when  the  brand  was 
last  in  vogue,  Baldessarini 
pumped  money  into  the 
company's  fledgling  lower- 
price  sportswear  line  called 
Hugo.  In  some  stores,  it  also 
offers  Nordstrom-style  ser- 
vice, such  as  image  seminars 
and  emergency  deliveries  to 
offices  and  hotels.  Suddenly  it 
can't  seem  to  do  enough  for 
the  regular  folks  who  buy 
Hugo  Boss. 

Analysts  figure  that  sales, 
which  previously  peaked  at 
$660  million  in  1991,  in- 
creased 9%  to  $826  million 
last  year,  and  net  income 
ped  46%  to  $82.6  million.  The 
lkfurt-listed  stock  has  doubled 
r  the  past  year  to  228  euros 
.2). 

iome  hoity-toityness  remains. 

summer  Hugo  Boss  sponsored 
>hop  music  tour  featuring  rap- 
!  Eminem  and  Dr.  Dre.  It  also 
:ed  the  splashy  premiere  for  the 

Charlie's  Angels  at  Mann's  Chi- 
:  Theater  in  Hollywood  in  Oc- 
:r.  Actresses  Cameron  Diaz  and 
w  Barrymore  showed  up  in  out- 
from  the  new  Boss  Woman  line. 

brand  hyped  its  sponsorship 
i  posters  of  the  women  in  its 
es.  Come  to  think  of  it,  pretty 
polloi  stuff,  all  in  all.  F 


Phone  Spam 

Celebrities  are  recording  sales  pitches  that 
end  up  on  answering  machines.  The  really 
scary  thing?  Some  people  save  the  messages. 

THE  NEXT  MESSAGE  ON  YOUR  ANSWERING  MACHINE  IS  AS  LIKELY  TO  COME 
from  a  rock  star  or  a  politician  as  from  your  Uncle  Seymour.  Broadcast  voice 
messaging — called  a  phone  blast  or  robocall — is  popular  because,  at  8  cents 
a  call,  it  is  cheap  advertising.  And  a  celeb  isn't  paid  extra  when  the  recording  is  part 
of  an  endorsement  deal.  For  now,  the  messages  are  novel  enough  that  people  listen 
to  them.  Not  for  long.  Last  year  hundreds  of  millions  of  prerecorded  sales  pitches 
clogged  answering  machines.  There  will  be  more  to  come.  — RiShawn  Biddle 


CELEBRITY:  Sarah  Jessica  Parker 
CAUSE/PRODUCT:  National  Abortion 
&  Reproductive  Rights  Action  League 
MESSAGE:  The  Sex  and  the  City  star 
complains  that  pro-life  Republicans  want  to 

ban  sex  education  and 
abortions.  "We  need 
to  tell  George  W.  Bush 
that  women  must 
keep  the  right  to  make 
decisions  about  our 
own  bodies." 

CELEBRITY:  Al  Unser  Jr. 
CAUSE/PRODUCT:  Indy  Racing  League 
MESSAGE:  Two-time  Indy  500  champion 
urges  fans  to 
attend  a  racing  event. 
"This  is  your  best 
chance  to  see  me 
battle  the  fastest 
drivers  in  open-wheel 
racing." 

CELEBRITY:  Bea  Arthur 
CAUSE/PRODUCT:  Massachusetts  ballot 
initiative  banning  greyhound  racing 


a  i 

8  i 
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MESSAGE:  Geriatric 
star  of  Maude  and  The 
Golden  Girls  cited  the 
killing  of  7,000  racing 
dogs  as  a  reason  to 
outlaw  the  sport  in 
the  Bay  State. 


CELEBRITY:  Norman  Schwarzkopf 
CAUSE/PRODUCT:  Presidential  candidate 
George  W.  Bush 

MESSAGE:  The  beefy  Gulf  war  hero  told  listeners 
why  he  was  invading 
their  homes:  "The 
fighting  in  the  Middle 
East,  the  terrorist 
I    attack  on  the  U.S.S. 

Cole  has  [sic]  caused 
i    me  great  concern." 


CELEBRITY:  Suzanne  Somers 
CAUSE/PRODUCT:  Home  Shopping  Network 
MESSAGE:  Television  actress  and  infomercial 
queen  tells  80,000  people  to  tune  in  to  the 
shopping  channel, 
where  she  sells 
exercise  equipment, 
skin-care  kits  and 
a  crystal  bracelet 
watch  "that's  really 
a  killer." 

CELEBRITY.  Sean  (Puffy)  Combs 
CAUSE/PRODUCT:  Rock  the  Vote 
MESSAGE:  The  hip-hop  mogul  blasted  a  get- 

out-and-vote  message 
to  700,000  answering 
machines  before  the 
November  elections. 
"People  died  for  the 
right  to  vote.  So  use  it; 
don't  sleep." 

CELEBRITY:  Mickey  Mouse 
CAUSE/PRODUCT:  ABC's  Mickey's 
Mouse  Works 

MESSAGE:  Disney's  animated  rodent 
"accidentally"  left  a  message  for  Minnie  Mouse 
on  answering 
machines  announcing 
the  debut  of  a 
Saturday  morning 
cartoon.  "Oh  gee, 
I  hope  this  is  your 
answering  machine." 

CELEBRITY:  Departing  President  Bill  Clinton 
CAUSE/PRODUCT:  Virginia  Senator  Charles  Robb 
MESSAGE:  The  former  Commander-in-Chief 
urged  the  elderly  to 
vote  for  LBJ's  son- 
in-law:  "He  wants  to 
make  sure  all  seniors 
have  affordable 
Medicare."  Robb  lost 
to  George  Allen.  F 
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ENTREPRENEURS 


EDITED  BY  TOM  POST 


COOL  UNDER  FLASHING 
green  and  blue  lights 
and  loud  buzzers,  an 
adventurer  named 
Calvin  prepares  to 
pilot  the  submarine 
Alvin  down  to  search 
the  ocean  floor.  "This 
is  mission  control.  Atlantis  is  not  re- 
sponding," intones  a  voice  from  com- 
mand center.  "We  will  direct  you  in 
your  mission."  The  pilot  confirms  the 
hatch  seal  is  closed  and  the  oxygen  is 
on.  His  checklist  complete,  Calvin 
grabs  the  controls  and  takes  the  sub 
down,  passing  schools  of  fish  as  he 
descends. 

Calvin  is  9  years  old,  and  Alvin, 
modeled  after  the  sub  that  located  the 
Titanic,  is  embarking  on  a  simulated 
journey.  It's  part  of  a  current  exhibit  at 
the  Liberty  Science  Center  in  Jersey 
City,  N.J.  Credit  for  this  virtual  adven- 
ture goes  to  Stacy  F.  King,  chief  execu- 
tive who  oversees  40  people — two- 
thirds  of  them  software  engineers  and 
set  designers — at  San  Antonio,  Tex.- 


eight  years  more  than  60  million  peo- 
ple have  visited  BBH-developed  ex- 
hibits, which  travel  around  the  country 
and  the  world  to  venues  like  the 
Smithsonian  Institution  and  the  Sci- 
ence Place  in  Dallas.  With  revenues  of 
just  over  $5  million  last  year,  BBH  is  the 
largest  privately  held  company  that 
produces  exhibits  for  nonprofit  muse- 
ums. Its  chief  competition:  coalitions 
of  museums. 

How  to  make  money  when  the  cus- 
tomer is  a  cash-strapped,  nonprofit  or- 
ganization? King  hits  up  corporate 
sponsors  like  Pfizer  or  Ford  Motor  to 
foot  the  bill  for  an  exhibit  that  gener- 
ally tours  three  museums  a  year  for  five 
years.  Sponsors  pay  between  $2  mil- 
lion and  $5  million  for  an  average 
5,000-square-foot  exhibit;  each  mu- 
seum coughs  up  a  leasing  fee,  from 
$100,000  to  $300,000.  Result:  BBH  has 
made  money  every  year  since  1994  and 
expected  a  profit  in  the  low  six  figures 
for  2000. 

King,  a  42-year-old  Texas  native, 
worked  as  a  couture  and  fur  buyer  for 


for  which  she  created 
and  took  on  tour  an 
exhibit  of  giant  robotic 
insects. 

But  King  couldn't 
see  eye-to-eye  with  the 
firm  on  how  to  reinvest 
the  profits.  So  off  she 
went  and,  with  two  in- 
vestors, started  BBH, 
named  for  the  first  ini- 
tials of  their  last  names 
(King's  last  name  until 
a  recent  remarriage  was 
Bishkin).  In  two  private 
placements  tapping 
friends  and  family,  BBH 
raised  $1  million  to 
fund  the  first  two  ex- 
hibits. King  now  owns 
19%  of  the  company. 

Some  exhibits  are 
tied  into  the  latest  tech- 
nology. One  on  mi- 
crobes relies  on  virtual 
reality  to  let  kids  ener- 
gize the  body's  im- 


FROM  COUTURE 


Talk  about  a  career  switch.  Stacy  King 
used  to  be  a  buyer  for  Neiman  Marcus. 
Now  she's  building  interactive  science 
exhibits  for  museums. 

BY  KERRY  A.  D0LAN  WITH  PHOEBE  BRAVAKIS 


based  BBH  Exhibits  Inc. 

"Extreme  Deep:  Mission  to  the 
Abyss"  is  one  of  a  dozen  interactive, 
mostly  science-oriented  exhibits  BBH 
has  developed  since  it  was  founded  in 
late  1992.  King  claims  that  in  the  last 


Neiman  Marcus  in  Dallas 
during  the  early  1980s. 
She  quit  in  1983  and 
moved  to  San  Antonio  to 
raise  her  two  children — 
and  needed  a  source  of 
income  when  she  got  di- 
vorced five  years  later. 
A  friend  asked  her  to  create  and 
manage  temporary  retail  shops  for  a 
traveling  exhibit  on  dinosaurs.  She 
liked  the  work  well  enough  to  start  her 
own  company,  a  subsidiary  of  a  Los 
Angeles-based  event  production  firm, 


mune  system  by  whacking  computer 
generated  images  of  viruses  attackinj 
healthy  tissue.  Another  lets  childrei 
draw  spots  or  squiggles  on  a  robotii 
chameleon  using  a  custom-paint  proi 
gram  on  Silicon  Graphics  work) 
stations.  But  many  exhibits  are  mor| 
high  touch  than  high  tech.  In  "Master 
of  the  Night"  you  can  climb  into  sew 
eral  different  "caves"  and  hang  upsidi 
down  like  a  bat.  A  behind-the-scene] 
look  at  a  theme  park  has  costumes  d 
try  on. 

Testimonial  from  a  satisfied  cusi 
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ner:  "We've  tried  to  create  traveling 
libits  on  our  own  but  haven't  come 
to  their  level,"  says  Carol  Valenta,  a 
e  president  at  the  St.  Louis  Science 
titer.  The  museum  has  leased  four 
4  exhibits  so  far  and  plans  three 
>re.  For  a  coming  exhibit  on  the 
lin,  BBH  sold  out  its  15  available 
its  in  just  two  months. 
Corporate  sponsors  get  name 
ognition  and  some  relatively  cheap 
Pfizer  has  thrown  parties-cum-lec- 
es  at  museums  hosting  the  exhibits 
las  underwritten.  (No  CME  credits 


offered  here;  this  is  all  just 
for  fun.)  Ford,  which  has 
cosponsored  exhibits  on 
Africa  and  the  environ- 
ment, invited  its  car  dealers  and  sup- 
pliers to  similar  events. 

The  expansion-minded  King  is  tak- 
ing her  company  into  educational 
events.  Example:  In  a  partnership  with 
the  Smithsonian  and  National  Aero- 
nautics &  Space  Administration,  BBH 
will  produce  an  interactive  traveling 
show  on  space  and  exploration  that's 
akin  to  one  of  its  museum  exhibits 


An  entirely  new  skull  set: 
King  has  brought  a  flair 
for  fashion  and  sensation 
to  displays  about  nature. 


writ  large.  The  exhibit  will 
run  for  weeks  at  a  time 
convention  centers 


in 


around  the  country,  with 
BBH  and  local  museums  splitting  the 
take  at  the  gate.  Corporate  sponsors 
will  pay  the  production  bill — esti- 
mated at  $25  million.  King  hopes  to  at- 
tract even  the  non-museum-going 
public.  "The  museum  business  is 
steady,  but  the  growth  is  a  bit  limited," 
she  explains.  "We  were  never  going  to 
get  to  the  hundreds  of  millions  in 
revenue."  F 
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UP  A  TREE 

Leib  Ostrow  had  a  good  idea  for  a  music 
business.  But  by  ignoring  where  the 
money  was  going,  he  almost  lost  it  all. 


BY  GAIL  BUCHALTER 

EVEN  BEFORE  BARNEY  BEGAN  TOR- 
menting  the  eardrums  of  American 
parents,  Leib  Ostrow  was  searching 
for  an  alternative  to  the  saccharine  pap  of 
most  children's  music.  That  was  back  in 
1984,  and  Ostrow,  then  33,  knew  a  good 
tune.  His  great-grandfather  had  been  a 
concert  flutist;  he  himself  is  a  musician 
and  owned  a  chain  of  musical  instru- 
ment shops  in  Michigan.  But  his  fond- 
est dream  was  to  sell  the  stores  and  slip 
into  semiretirement  on  the  120  acres  he 
owned  in  Garberville  (pop.  5,000),  a 
Mayberry-like  town  in  northern  Cali- 
fornia known  for  its  pot  cultivation. 

Instead,  he  launched  a  record  label 
for  kids — and  got  in  way  over  his  head. 

It  began  simply:  selling  the  already 
released  albums  of  performers  who  had 


produced,  in  Ostrow's 
view,  good  quality  music 
for  children — singers  like 
Raffi  and  Mario  Thomas. 
Borrowing  $10,000  from  a 
local  credit  union  and  an- 
other $1 3,000  on  a  second 
mortgage,  Ostrow  and  his  wife  formed 
Music  for  Little  People  in  1985.  For 
Si, 000  he  rented  a  list  from  a  children's 
mail-order  catalog  with  10,000  names 
and  sent  out  a  one-page  letter  offering 
musical  instruments  along  with  album 
tides  that  were  not  widely  distributed. 

Ostrow  got  a  response  rate  of  10% — 
which  is  maybe  ten  times  what  the  aver- 
age junk  mailing  does — and  orders  for 
$40,000  worth  of  albums. 
"We  struck  a  chord,"  says 
Ostrow,  who  scrambled  to 
fill  the  orders  by  hiring 
neighbors  to  pack  boxes 
and  lick  labels  in  his  living 
room.  By  1990  he  was 
Garberville's  largest  em- 
ployer (25  locals),  pulling 
in  more  than  $500,000. 


OSTROW  GOT 
A  RESPONSE 
RATE  OF  10%. 
"WE  STRUCK 
A  CHORD." 


Ostrow  built  a  recording  studio  in  tl 
redwood  forest  outside  of  town  to  lu 
performers  like  blues  artist  Taj  Mah; 
who  recorded  the  company's  first  ori§ 
nal  children's  album,  Shake  Sugar! 
which  has  sold  200,000  copies  to  da) 
Sales  reached  $4  million  in  1991. 

Good  enough  to  attract  the  attentM 
of  Warner  Bros.  Records,  which  left  O 
trow  at  the  helm,  while  buying  49% 
the  company  for  an  undisclosed  amour 
Over  the  next  three  years  Warner  poun 
an  estimated  $2  million  into  the  con 
pany.  Ostrow  added  kids'  songs  from  tl 
likes  of  James  Taylor,  Paul  Simon  and  tl 
Red  Hot  Chili  Peppers  and  world-mus 
acts  like  Africa's  Ladysmith  Black  Man 
bazo,  boosting  sales 
$10  million  by  1993. 

But  Ostrow,  wr 
spent  most  of  his  tin 
producing  and  lookir 
for  new  acts,  had  a  teste 
ing  problem  on 
hands.  Caring  little  ft 
the  details  of  business,  1 
delegated  finances.  Tl 


mm 
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npany  expanded  too  quickly,  and 
5  were  rarely  booked  in  the  right  time 
iods.  Result:  Profits  were  inflated,  giv- 
a  false  X  ray  of  the  company.  Ostrow 
.  an  inkling  of  the  mess.  "We  never 
any  cash,  and  I  kept  asking  why,"  he 
ills.  "I  was  told  not  to  worry." 
Then,  in  1994,  an  IRS  agent  phoned, 
cing  for  $250,000  in  back  taxes.  Turns 
Ostrow's  bookkeeper  had  been  writ- 
checks  to  the  IRS,  but  never  mailed 
n;  there  wasn't  enough  in  the  bank 
over  them.  The  firm  was  $3  million  in 
t.  Ostrow  fired  the  bookkeeper,  but 
before  the  guy  secretly  tossed  the 
lpany  books  down  a  ravine. 
Ostrow  raised  a  quick  $500,000  by 
ng  his  wholesale  operation.  But  he 
ded  more  than  cash — so  he  placed  an 
n  Billboard  magazine  for  a  new,  fi- 
cial-sawy  president.  It  caught  the  eye 
iheron  Sherman,  then  43,  chief  fi- 
cial  officer  of  Nashville-based  Ben- 
Music  Group,  one  of  the  world's 
;est  Christian  record  companies, 
rman  wanted  to  run  a  business,  and 
unlikely  pair  hit  it  off.  "Leib  is  a  bril- 
t  artist,  but  he  made  every  mistake  an 
repreneur  could  make" — especially 
ting  too  much  trust  in  people,  says 
rman,  who  became  the  company's 
nonsense  president  and  chief  operat- 
officerin  1995. 

First  off,  she  helped  the  sale  of  the 
l-order  catalog  business  for  $750,000 
I  signed  up  Rhino  Records  as  the 
ipany's  distributor.  She  also  instituted 
adget,  monthly  sales  reporting  and 
kly  financial  updates.  Sherman  set  up 
/  relationships  with  vendors,  and  a 
em  of  tiered  pricing  (adding  a  budget 
,  Favorites)  for  new  products.  Systems 
lace,  the  company  moved  from  a  loss 
1  million  in  1996  to  a  slight  profit  in 
7  on  revenues  of  nearly  $3  million, 
mates  for  2000:  netting  about  $1  mil- 
i  on  sales  of  $7  million. 
Ostrow  even  got  his  company  back, 
rner  Bros,  sold  its  49%  share  for  what 
:alls  "next  to  nothing."  Still,  Ostrow 
nds  a  bit  chastened  by  the  whole  ex- 
ience.  "Ultimately,  I  know  I  can  do 
it  I  want,"  he  says.  "But  now  I  listen 
iheron's  input."  F 
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BY  DIRK  SMILLIE 

MALLIKA  CHOPRA 
dropped  out  of  an 
M.B.A.  program 
at  Northwestern  in  the 
summer  of  1999  and  went 
calling  on  Silicon  Valley 
venture  capitalists,  pitch- 
ing a  multimedia  "mind 
salon"  that  would  churn 
out  books,  products,  TV 
programming  and  Inter- 
net content  on  healthful 
and  successful  living.  Sort 
of  a  Martha  Stewart  en- 
terprise for  New  Age  stuff. 

It  wasn't  a  tough  sell. 
Chopra,  29,  is  the  daughter 
of  well-being  guru  Deepak 
Chopra,  who  has  an  enor- 
mous following  from  his 
spiritual  self-help  books, 
such  as  Ageless  Body,  Time- 
less Mind.  Didn't  hurt  that 
the  elder  Chopra,  53,  often 
accompanied  Mallika  to 
meetings  with  the  VCs. 

Dear  old  dad  went 
along  for  more  than  the 
ride.  The  elder  Chopra  is 
chairman  of  MyPotential, 
the  Santa  Monica,  Calif. - 
based  company  his  daugh- 
ter conceived.  His  undis- 
closed investment  made 
him  its  majority  owner. 
The  younger  Chopra 
snared  close  to  $10  million  in  funding 
from  four  investors,  more  than  half  of 
which  came  from  EastWest  Venture- 
Group,  headed  by  Chopra  fan  Merv  Adel- 
son,  cofounder  of  Lorimar  Telepictures. 

Mallika  is  MyPotential's  front  person, 
but  she's  not  running  the  show.  That  job 
goes  to  Chief  Executive  Kathryn  Down- 
ing, former  publisher  of  the  Los  Angeles 
Times.  Downing  joined  MyPotential  last 
July  after  a  slightly  embarrass ing  episode 
at  the  paper  in  which  it  agreed  to  split 
profits  from  a  special  edition  of  the  Times 
Sunday  magazine  with  Staples  Center, 
the  subject  of  the  issue. 

But  MyPotential,  which  opened  for 
business  on  the  Net  this  month,  could 
use  some  clever  wheeler-dealing.  It  is, 


An  enlightened  Martha 
Stewart?  Money  is 
Chopra's  mantra. 


PATERNITY  TEST 

Mallika  Chopra  has  her  daddy's  looks,  name  and 
money.  But  to  get  her  New  Age  multimedia  company 
off  the  ground,  she  needs  his  karma  most. 


Spirited  Sales 

Long  the  butt  of  late-night  jokes,  New 
Age  entrepreneurs  are  getting  the  last 
laugh.  The  self-help  industry  is 
expected  to  grow  12.9%  annually 
through  2003.  Take  that,  Jay  Leno. 

Estimated  yearly 
sales  of  self-improvement  products. 

Sales  of  self- 
improvement-related  audio  books. 

What  the  average  middle- 
aged  woman  spends  annually  on 
self-help  products. 

Source  Marketrlata  Enterprises  Inc. 


to  all  appearances,] 
lousy  time  to  launch 
multimedia  venture,  i 
pecially  one  that  vu 
hyped  as  a  Web-orient 
business  until  a  ft 
months  ago.  Mallika  no 
downplays  the  Intern 
incarnation  of  the  col 
pany — which,  in  fai 
looks  part  Ivillage.coi 
which  is  struggling,  ai 
part  MotherNature.coi 
which  flopped.  Still,  s 
insists  the  company  d 
break  even  in  20Q 
though  she  refuses 
speculate  on  revenu« 
And  speculative  they  ai 
She's  counting  on  big  d 
mand  for  the  company 
TV  program  concep 
(Dot. Calm  and  Yoga 
Go),  and  has  been  shot 
ping  them  at  Discovei 
and  PBS — without  ai 
takers  so  far.  Her  be 
shot  at  bringing  in  son 
sales  may  be  the  herb 
supplements,  books  ai 
aromatherapy  pro< 
ucts — including  medit 
tion  workshops  ar 
other  offerings  fro 
pop — via  a  catalog  ar 
the  Web  site. 

Mallika  is  convina 
MyPotential  will  succeed  because  of  hi 
father's  name.  The  name  will,  at  lea: 
help  her  marketing  efforts,  which  ii 
elude  selling  the  company's  produc 
and  programs  through  in-flight  airlii 
programs.  She's  also  optimistic  that  M 
Potential  online  wellness  programs- 
there's  one  for  childbirth  and  anoth 
for  stress  management,  for  instance- 
will  be  embraced  by  corporate  employ 
benefits  divisions. 

Famous  name  or  no,  Mallika  Chop 
seems  to  have  a  lot  of  development  e 
forts  going  at  once  before  the  first  doll, 
of  profit  is  in  hand.  Didn't  Paul  Newma 
make  his  eponymous  salad  dressing 
winner  before  extending,  one  product 
a  time,  into  28  other  products? 
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Digex  and  Spalding 


We  manage  Web  servers, 

They  manage  to  improve  your  game. 

Together,  we  do  e-Business. 


Spalding  has  been  a  leader  in  golf  ball 
manufacturing  for  over  100  years  - 
that's  their  business.  Through 
Spalding.com,  they  offer  only  the 
BEST  products  -  Ben  Hogan,  Etonic, 
Strata  and  Top-Flite.  At  Digex,  we  may 
not  know  much  about  sporting  goods 
but  we  do  know  what  it  takes  to  run  a 
successful  e-Business. 

We  supply  the  hardware,  software  and 
pre-engineered  platforms  that  include 
best-of-breed  technology  to  get  your 
site  up  and  running  -  fast  and  reliably. 
Our  world-class  data  centers  and 
networks  are  optimized  for 
performance  and  availability,  so  your 
site  is  online  24x7x365.  We  provide  the 
administration,  monitoring  and  security 
services  necessary  to  make  sure  your 
site  remains  secure. 


Spalding  is  a  hit  for  its  online  customers. 
Digex  is  a  hit  for  Spalding. 


Digex     keeps  e-business  in  business" 


www.digex.com/spalding2     1-800-455-2968  Ext.  506 

Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


9  trademarks,  tradenames  and  service  marks  mentioned  or  used  belong  to  (heir  respective  owners.  AH  rights  reserved 


Work  hard. 
Play  hard. 
Give  back. 
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The  leather  craze  has  been  very 
good  to  G-lll  Apparel  Group— 
until  now.  This  pony  needs  to 
learn  more  than  one  trick. 

BY  MATTHEW  SWIBEL 

DIVERSIFY  OR  DIE.  AN  IMPERATIVE 
in  the  fickle  world  of  fashion — 
where  the  rage  for  pashmina 
shawls  from  Tibet  gives  way  months 
later  to  anything  made  of  python.  An 
obvious  lesson,  or  so  you'd  think. 

But  Morris  Goldfarb's  publicly  held 
G-III  Apparel  Group  has  survived  45 
years  by  selling  leather  goods.  The  na- 
tion's largest  leather  manufacturer 
bought  60  million  square  feet  of  cow, 
goat  and  sheep  hide  last  year  and  turned 
it  into  hundreds  of  thousands  of  jackets, 
tight  pants  and  skirts  for  2,000  retailers 
including  Wal-Mart,  Macy's  and  Nine 
West.  G-III  has  15%  of  the  $1  billion 
market  in  wholesale  leather.  Its  sales,  75% 
from  leather,  increased  25%  to  $146  mil- 
lion in  the  first  nine  months  of  2000.  But 


Goldfarb,  who  owns  42%  of  t 
company,  is  scrambling  to  broad' 
its  fabric  division,  which  represer 
just  25%  of  sales. 

He's  eager  to  talk  about  fabr 
but  had  little  product  to  show  or 
recent  tour  of  his  Seventh  Avenue  she 
room  in  Manhattan.  Goldfarb  insists  ht 
diversified  enough  to  weather  a  dow 
turn  in  leather  sales,  but  his  custom-a 
parel  business  has  stumbled — a  S3. 8  m 
lion  deal  to  sell  clothes  with  Bla> 
Entertainment  Television  unraveled 
1999;  a  similar  agreement  with  heav 
machinery  maker  Caterpillar  is  leakii 
money.  A  tiny  cloth  division  with  oute 
wear  in  washed  cotton,  wool  and  nyk 
down  jackets  is  "still  a  work  in  progress 
says  Goldfarb,  after  five  years. 

G-III  dates  to  1956,  when  Gol. 
farb's  father,  Aron,  a  Holocaust  su 
vivor  from  Poland,  started  makii 
leather  jackets.  Morris  joined  the  con 
pany  full  time  after  graduating  fro 
Long  Island  University  with  a  degree 
marketing  in  1972.  As  he  took  over  tl 
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"I'VE  GOT 
A  GOOD 
PORTFOLIO. 

I  THINK." 


FIND  OUT  FOR  SURE. 
GET  A  SECOND  OPINION  WITH  THE  T.  ROWE  PRICE 
INVESTMENT  CHECKUPSM. 


Stocks.  Bonds.  Mutual  funds.  With  so  much  to  choose 
from,  it's  become  more  difficult  to  know  if  you've  made 
the  best  investment  decisions  for  your  long-term  goals. 
That's  whyT  Rowe  Price  has  created  the  Investment 
Checkup— the  professional  portfolio  review  designed 
to  give  you  a  better  read  on  where  you  stand. 

Convenient,  comprehensive,  confidential. 

You'll  receive  a  personalized  Portfolio  Analysis  and 
Recommendation  to  help  you  determine  if  your 
portfolio  is  on  track  and  where  it  might  need  to  be 
fine-tuned.  So  don't  just  wonder  about  your  portfolio. 
Call. for  your  Investment  Checkup  Kit  today,  and  find 
out  for  sure  — 
all  for  just  $250. 


1  -  8  0  0  -  5  4  1  -  1  7  3  9 

WWW.  T  R  0  W  E  P  R'l  C  E  .CO  M 


ipany,  he  expanded  offerings  and 
nched  a  more  upscale  line  of  ap- 
el.  By  1986  G-III  was  turning  a 
dest  profit  on  revenues  of  $20  mil- 
i.  Things  took  off  the  following  year 
:n  the  hit  movie  Top  Gun  created  a 
e  demand  for  leather  bomber  jack- 
In  1989  G-III  sold  1  million  of 
n,  or  80%  of  its  total  volume,  and 
ed  $32  million  in  an  initial  public 
ring  that  year. 

"My  father  told  me  not  to  build  an 
?ire,"  Goldfarb,  50,  recalls,  "because 
light  be  over  any  day."  And  sud- 
ly,  it  was.  A  joint  manufacturing 
ture  with  the  government  of  Mon- 
la  intended  to  cut  costs  by  25% 
sd  in  1992.  Then  G-III's  flagship 
:et  fell  out  of  fashion,  producing  a 
million  loss  in  1994.  Business 
ped  further  as  retail  clients  went 
>ugh  hard  times. 

Goldfarb  scrambled  to  cultivate 
r  outlets  and  types  of  leather.  He  of- 
d  retailers  a  dozen  new  varieties  of 
b  skin,  using  tanning  technology  to 
<e  the  cheaper  skin  grades  look 
fier.  Goldfarb  also  pursued  more 
lion  licenses.  Within  the  last  five 
's  he  became  a  supplier  for  Kenneth 
e,  Nine  West,  Cole-Haan,  Jones  New 
ic,  Nike,  Caterpillar  and  every  major 
rts  league.  They  order  clothes  from 
II's  production  plants  in  Indonesia 
China,  and  receive  them  within  60 
s.  All  of  which  helped  the  company 
lrn  to  profitability  in  fiscal  2000, 
ed  last  Jan.  31.  G-III  is  on  target,  in 
d  2001,  to  double  net  income  to  $1 1 
[ion  on  sales  of  $200  million. 
But  the  party's  over.  Skin  prices — 
b  to  80%  of  G-III's  costs — are  al- 
ly up  20%,  squeezing  a  gross  mar- 
that  had  been  averaging  30%. 
nand  from  retailers  will  be  down 
year,  too:  Goldfarb  is  looking  for 
b  growth  instead  of  40%.  Wall  Street 
punished  G-III's  stock.  It's  stuck 
r  $5,  or  four  times  trailing  earn- 
; — just  where  it  was  in  1992. 
Goldfarb  is  considering  taking  the 
lpany  private.  "Our  valuation  isn't 
"  he  says.  "It's  ridiculous."  So,  too,  is 
company's  dependence  on  a  single 
duct.  F 


T.RoweRice 
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Investment  Checkup  is  a  service  of  T.  Rowe  Price  Associates, 
Inc.,  a  federally  registered  investment  adviser.  icuo57?4s 


TECHNOLOGY 


say  What ? 

Cell  phones  still  drive  us  crazy  with  blocked  calls,  staticky  connections  and  endless  busy 
signals.  Why  would  anyone  believe  the  next-generation  network  will  work  any  better? 


BY  SCOTT  WOOLLEY 

LIKE  MANY  CELL  PHONE  USERS, 
Daniel  Cohen  doesn't  expect  the 
same  reliability  from  his  mobile  as 
he  does  from  his  home  phone.  But 
when  the  33-year-old  decided  to  mo- 
torcycle through  the  lower  48  states  last 
year,  he  figured  at  least  he  could  keep  in 
regular  touch  with  family  and  friends. 

Not  so  fast.  His  AT&T  service  was  so 
bad  that  Cohen's  Web  log  often  reads 
like  a  sad  country  western  song.  "I've 
been  lied  to,  I've  been  cheated  and  I've 
been  abused,"  he  wrote  on  Day  42.  "I'm 
definitely  not  getting  what  I  paid  for." 

Starting  out  from  the  Great  Lakes, 
Cohen  couldn't  get  a  signal  for  days  at  a 
time.  When  finally  he  arrived  in  a  big 
city,  St.  Paul,  Minn.,  all  he  got  was  a 


continuous  busy  signal.  And  in  Bis- 
mark,  N.D.,  Steamboat  Springs,  Colo, 
and  Twin  Falls,  Idaho  his  phone 
worked  but  AT&T's  roaming  agree- 
ments with  the  local  carriers  didn't,  so 
Cohen  couldn't  make  calls. 

Such  problems  are  all  too  common 
in  the  cellular  business.  Fifteen  years 
after  wireless  went  mainstream, 
dropped,  blocked  and  staticky  calls  re- 
main a  constant  source  of  aggravation. 
The  U.S.  industry  has  spent  $80  billion 
building  and  expanding  networks  since 
1985 — half  of  that  in  just  the  past  four 
years.  But  to  legions  of  frustrated  cus- 
tomers, it  wasn't  nearly  enough. 


A  survey  by  the  Yankee  Group  in 
September  found  that  30%  of  3,500 
users  experience  dropped  or  blocked 
calls  often  or  very  often.  This,  in  an  in- 
dustry that  used  to  insist  98%  of  all! 
calls  go  through  without  a  glitch. 

Which  brings  up  a  tough  question: 
If  these  folks  can't  get  voice  right,  what 
hope  is  there  for  the  much-hyped  wire- 


Dead  Spots 

After  ail  these  years  some  well- 
traveled  areas  still  get  little  or  no 
coverage.  Why?  The  world  keeps 
changing:  New  trees  and  buildings 
often  block  signals. 


In-Building  Coverage 

Cell  phone  companies  hire  vans  to 
drive  down  the  street  checking  on 
signal  strength.  How  do  they  know 
how  well  signals  penetrate  your 
office  walls?  They  guess. 


Sorry,  I  Didn't  Get  That 

Ceil  phones  are  not  as  reliable  as  regular  phones,  nor  will  they 
ever  be.  Here  are  some  of  the  major  reasons  why  quality  still  lags. 
New  network  technology  is  supposed  to  help  ease  blocked  calls, 
but  it  will  also  cause  plenty  of  problems  of  its  own. 
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less  Web  and  all  that  it  entails — live 
video  clips  and  flawless  data  feeds  and 
"location-based"  services  such  as  direc- 
tions to  the  nearest  eatery  or  bookstore? 

Carriers  blame  the  booming  de- 
mand for  current  troubles  and 
promise  things  will  improve.  "To  some 
extent  we're  victims  of  our  own  suc- 
cess," says  Andrea  Linskey,  a  Verizon 
spokeswoman. 

The  sad  truth  is  it  could  get  worse. 
AT&T,  Verizon  and  other  carriers  have 
signed  up  new  customers  at  a  far  faster 
rate  than  they  have  increased  network 
spending.  The  U.S.  now  has  100  million 


Compression 
Dell  phone  companies  digitally 
uompress  your  voice  to  cram  more 
iisers  on  to  their  airwaves.  That's  why 
vou  get  that  tinny  sound. 


Too  Many  Subscribers 

It  is  impossible  to  estimate 
precisely  how  many  people  in  one 
city  will  respond  to  a  new  rate  plan. 
When  carriers  underestimate  the 
demand,  it  takes  months  to  get 
enough  new  cell  sites  up. 

wireless  subscribers,  more  than  triple 
the  total  in  1995 — but  annual  network 
spending  has  barely  doubled.  The  wire- 
less industry's  network  spending 
amounted  to  only  $490  for  each  new 
subscriber  last  year,  only  half  as  much 
as  in  the  three  previous  years,  Cellular 
Telecommunications  Industry  Associa- 
tion data  show. 

Building  next-generation  networks 
could  require  worldwide  spending  of  a 
staggering  $250  billion  in  just  the  next 
three  years,  says  equipment  maker  Nor- 
tel. That  could  include  $60  billion  in 
the  U.S.  alone.  It  is  questionable 


whether  carriers,  even  if  they  were  will- 
ing to  spend  what's  needed,  could  raise 
such  massive  sums  at  a  time  when  the 
stock  market  is  manic-depressive  and 
junk  bonds  are  in  disarray. 

And  even  if  cellular  firms  do  com- 
mit to  the  spending  splurge,  it  may  do 
little  to  eliminate  the  forces  behind 
lousy  service — overcrowded  airwaves, 


Competing  Standards 

North  Americans  have  a  special 
problem.  Multiple  standards  make  it 
harder  for  carriers  to  provide  seamless 
coverage  for  one  another's  users. 


ill-trained  service  reps  and  a  penchant 
for  signing  up  more  people  than  they 
can  comfortably  serve. 

"You're  going  to  see  a  whole  new 
world  of  hurt,"  says  Richard  Owen, 
chief  executive  of  AvantGo,  which  pro- 
vides PalmPilot  users  with  flight  sched- 
ules and  other  travel  information. 

Edward  Barnholt,  chief  executive  of 
Agilent  Technologies,  which  makes 
testing  gear  for  networks,  adds:  "Can 
you  imagine  using  your  phone  to  order 
a  book  on  Amazon.com  and  your  wire- 
less connection  drops?  You  call  back 
and  reorder,  but  will  you  get  one  book, 
two  books  or  no  books?"  He  is  all  too 
familiar  with  the  flaws — his  own  cell 
phone  often  dies  on  his  commute  be- 
tween Palo  Alto  and  Santa  Clara,  Calif. 


TELECOMMUNICATIONS 

New  networks,  known  as  third  gen- 
eration or  3G,  are  touted  as  fixing  all 
that.  They  are  now  being  built  in  Eu- 
rope and  could  hit  the  U.S.  in  a  year  or 


two.  Proponents  say  3G  will  use  new 
slices  of  the  airwaves  and  pack  data 
more  efficiently  into  those  slices.  Con- 
nection speeds  will  hit  2  megabits  per 
second,  or  more  than  130  times  faster 
than  today's  systems,  speedy  enough  to 
make  streaming  audio  and  mobile 
video  conferencing  a  reality. 

Yet  the  new  services  will  most  likely 
quickly  gobble  up  much,  if  not  all,  of 
the  extra  capacity  promised  by  3G. 
Faced  with  surging  demand,  the  indus- 
try must  choose  between  devoting 
more  precious  spectrum  to  improving 
quality  or  using  it  to  add  more  paying 
customers.  Not  surprisingly,  they  fre- 
quendy  go  for  the  latter. 

Marketers  have  done  a  masterful 
job  convincing  consumers  the  future  is 
already  here — remember  that  TV  spot 
for  Sprint,  where  Internet  shut-ins  are 
told  to  give  up  their  PCs  and  rejoin  the 
outside  world? 

Yet  it  is  just  an  illusion.  Nearly  one- 
third  of  early  users  in  Europe  aban- 
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Smarter  Antennas 

Doug  Reudink  was  working  on  improving  cellular  net- 
works back  in  the  early  1980s,  before  the  wireless 
revolution  had  begun.  The  Bell  Labs  researcher 
helped  devise  the  elegant  solution  of  dividing  a  "cell,"  the 
area  served  by  one  antenna,  into  three  120-degree  sections. 
Frequencies  could  thus  be  reused  in  the  same  area. 

"It  was  put  on  the  shelf  for  years  because  people 
stopped  worrying  about  capacity,"  Reudink  says. 

People  are  worrying  now.  But  Reudink  believes  he  has  come 
up  with  a  partial  solution.  In  1995  he  founded  Metawave  Com- 
munications in  Redmond,  Wash.,  one  of  a  handful  of  companies 
selling  so-called  smart  antennas  to  boost  network  capacity. 

Metawave  uses  complicated  software  inside  a  base  sta- 
tion to  sculpt  the  shape  of  a  cell's  120-degree  sectors.  By 
refocusing  spectrum  on  areas  with  heavy  traffic,  Metawave 
says  its  antenna  upgrades,  at  $250,000  to  $300,000,  can 
boost  cell  capacity  by  up  to  75%.  Carriers  would  otherwise 
have  to  spend  $1  million  to  build  a  new  base  station.  Verizon 
Wireless  is  using  the  technology  in  some  of  its  13,000  base 
stations,  mostly  in  congested  cities.  It  says  the  technology 
increased  its  Los  Angeles  network  capacity  by  30%. 

LM  Ericsson  has  just  begun  selling  its  own  smart 
antenna  technology,  which  divides  a  three-sector  cell  into  24 
equivalent  sectors.  The  antenna  directs  signals  more  closely 
to  a  user's  location,  freeing  up  spectrum  and  increasing 
capacity  up  to  60%.  Vodafone  plans  to  use  the  system  soon. 
San  Jose,  Calif.-based  ArrayComm  has  an  even  more  am- 


bitious scheme.  Its  system  uses  algorithms  evolved  from  the 
Strategic  Defense  Initiative  to  focus  transmissions  directly  at 
callers.  The  technology  gives  each  user  on  the  network  a  "spa- 
tial signature,"  allowing  the  signal  to  follow  the  customer  like 
a  cloud  of  dust.  ArrayComm's  "i-Burst"  technology  theoreti- 
cally could  transmit  data  at  up  to  4  megabits  per  second, 
putting  even  3G  to  shame.  Sony  invested  some  $8  million  last 
year,  and  the  FCC  granted  ArrayComm  a  license  to  try  out 
i-Burst  with  3,000  customers  in  San  Diego  later  this  year. 

—David  Armstrong 

lief  from  Capacity  Crunch 


Relit 


With  Metawave  software,  a  carrier  can  sculpt  spectrum 
toward  the  freeway  at  rush  hour  and  a  stadium  at  night. 
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doned  mobile  commerce  after  only  a 
few  tries,  Boston  Consulting  Group 
found.  Many  bought  the  pitch  that  it 
would  be  as  simple  as  browsing  the 
Web  at  their  desks.  "That's  just  not  a  re- 
alistic message,"  says  Harold  Sirkin,  an 
author  of  the  BCG  study. 

Building  the  new  networks  will  re- 
quire massive  sums  and  effort.  Cell  sites 


need  new  antennae  and  software.  Car- 
riers will  have  to  dig  up  streets  to  con- 
nect many  sites  with  higher-capacity 
fiber.  But  budgets  already  are  stretched 
to  the  limit,  with  little  relief  in  sight. 

European  carriers'  balance  sheets 
are  loaded  with  debt  raised  to  buy  3G 
spectrum  licenses.  Auctions  in  the  U.K. 
raised  $35  billion,  or  $584  for  every 


Cell  Hell:  Why  So  Many  Calls  Don't  Go  Through 


Carriers  have  been 
expanding  capacity 
like  mad ... 

100  (thou) 

Number  of  cell  sites 
in  the  U.S. 


but  with  demand 
exploding  just  as  fast 


...  capacity  per  subscriber 
has  stopped  improving. 
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man,  woman  and  child  in  the  country. 
In  Germany  it  was  $46  billion,  or  $558 
per  capita.  For  U.K.  buyers  such  as 
British  Telecom  and  Vodafone  to  earn  a 
collective  10%  return,  assuming  net 
margins  of  25%,  they  would  need  all  60 
million  Britons  to  immediately  start 
paying  $20  a  month  more — and  that 
would  only  cover  the  cost  of  the  license. 

Auctions  now  under  way  in 

  the  U.S.  could  fetch  more 

than  $15  billion. 

None  of  that  spending 
will  clear  the  biggest  hurdle 
to  reliable  cell  service: 
Mother  Nature.  Manipu- 
lating radio  frequency  is 
more  complex  than  send- 
ing electrons  through  wires 
or  photons  through  fiber. 
"The  fundamentals  of  the 
physics  are  not  going  to 
change.  If  people  have  ex- 
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pectations  that  quality  is  going  to  get 
better  with  3G,  that's  not  going  to  hap- 
pen," says  George  Sparks,  who  heads 
Agilent's  wireless  division. 

A  cell  site  built  and  tested  in  the 
winter  might  start  with  adequate  signal 
strength,  but  dead  spots  can  crop  up 
when  surrounding  trees  grow  leaves  in 
the  spring.  Even  the  Christmas  tree  in 
New  York's  Rockefeller  Center  causes 
no-signal  zones  when  it  goes  up.  More 
common  are  dead  spots  created  by  the 
construction  of  new  buildings. 

The  3G  networks  are  designed  so 
that  phones  will  always  be  connected  to 
the  network,  much  like  a  PC  hooked  up 
to  high-speed  cable  modems.  This  will 
ease  the  problem  of  blocked  calls, 
which  occur  today  when  swamped  cell 
sites  refuse  to  let  new  users  connect. 
The  bad  news:  The  more  data  that  peo- 
ple zap  through  a  shared  cell,  the  slower 
everyone's  connection  becomes,  a  fa- 
miliar gripe  about  cable  modems. 

Many  of  the  companies  that  will 
build  and  operate  tomorrow's  net- 
works remain  confident  that  customers 
will  happily  put  up  with  a  few  inconve- 
niences. "The  transition  to  high-speed 
data  can  be  done  very  smoothly," 
promises  Peter  MacKinnon,  the  head  of 
Nortel's  wireless  Internet  division. 

U.S.  carriers  hope  to  install  3G  only 
gradually,  adding  capacity  as  demand 
develops.  Cingular  Wireless,  the  joint 
venture  of  SBC  and  BellSouth,  plans  to 
add  3G  equipment  to  only  one  of  every 
six  cell  sites  initially,  starting  in  the 
fourth  quarter  of  this  year. 

For  customers  willing  to  pay  up,  3G 
carriers  may  offer  no-dropped-call 
guarantees.  Pay  more  money,  and  your 
data  packets  can  cut  to  the  front  of  the 
line.  "You  can  be  a  platinum  customer 
and  not  have  to  worry  about  teenagers 
clogging  up  the  network  with  short 
messaging,"  says  Nortel's  MacKinnon. 

But  it  is  doubtful  that  millions 
of  consumers  will  start  video  confer- 
encing on  their  phones  anytime 
soon.  Says  AvantGo's  Richard  Owen: 
"Forget  the  Dick  Tracy  vision  of  the 
future.  This  will  be  an  evolution,  not  a 
revolution."  F 


Here  Comes  The  Sun 


After  years  of 
cloudiness 


forecast 
solar  power  is 
brightening. 


BY  BENJAMIN  FULFORD 


SOLAR  POWER'S  HISTORY  IS 
marked  by  inflated  promises 
and  dashed  hopes.  Its  last 
great  flowering,  during  the 
1970s  energy  crisis,  was  fol- 
lowed by  a  business  massacre:  Nearly 
90%  of  U.S.  manufacturers  of  solar 
heating  equipment  went  belly-up. 
Now,  50  years  after  solar  power's  birth 
at  Bell  Laboratories,  the  $2.5  billion 
solar  industry  produces  only  enough 
generating  capacity  to  meet  less  than 
half  of  1%  of  California's  annual  en- 
ergy needs. 

But  solar  power  researchers  have 
recently  made  significant  strides  de- 
spite their  industry's  backwater  status. 
The  cost  per  megawatt  of  solar  power 
is  now  one-fiftieth  its  1970s  level  and 
half  the  1995  level  in  real  dollars.  It 
still  has  a  ways  to  go:  Current  residen- 
tial solar  panels  cost  between  30  cents 
and  $1  per  kilowatt-hour  to  operate, 
or  twice  as  much  as  power  from  coal- 


fired  plants  in  the  U.S.  or  Japan. 

Solar  power's  cost  is  declining 
thanks  to  a  combination  of  econ- 
omies of  scale  as  the  industry  grows 
and  new  materials  are  introduced  thai 
convert  energy  more  efficiently. 
Japanese  manufacturers  such  as  Sanyo 
and  Kyocera  are  taking  the  technolog- 
ical lead  and  now  say  that  within  the 
next  five  years  solar  power  will  be 
cheap  enough  to  compete  with  other 
energy  sources,  without  governments 
having  to  resort  to  the  usual  tax  cred 
its  and  subsidies.  Already,  they  claim, 
solar  power  rivals  other  means  of  gen 
eration  in  the  developing  world, 
where  more  than  a  billion  people  are 
not  connected  to  a  central  power  grid 
The  sun's  potential  has  long  been 
known:  The  amount  of  solar  power 
theoretically  available  each  year  on 
Earth  is  more  than  10,000  times 
greater  than  annual  global  energy 
consumption.  "People  are  using  pho- 
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tovoltaic  cells  to  recharge  mobile 
phones,  and  to  power  computers,  light 
bulbs  and  satellite  TVs,"  says  Yoshihiro 
Hamakawa,  deputy  dean  at  Rit- 
sumeikan  University  in  Kyoto,  Japan, 
and  a  key  inventor  of  solar  power  gen- 
eration technology. 

Sales  of  solar  generators  are  up  six- 
fold since  1995  to  an  estimated  $2.5  bil- 
lion this  year.  The  fastest-growing  seg- 
ment, with  more  than  30%  annual 
growth,  are  grid-connected  home 
power  generators,  which  now  account 
for  one-third  of  the  market,  ccncen- 


such  as  the  sun  by  2020,  compared  with 
a  fraction  of  1%  today.  Egged  on  by 
subsidies,  Japanese  firms  produced  80 
megawatts  of  new  solar  power  generat- 
ing capacity  in  2000,  surpassing  the  60 
megawatts  produced  by  the  U.S.,  to  be- 
come the  world's  leading  producer  of 
photovoltaic  cells,  according  to  Paul 
Maycock,  editor  of  Photovoltaic  News. 

Sanyo  produces  12  megawatts  per 
year  now  and  is  aiming  for  a  tenfold  in- 
crease by  2005.  Kyocera  plans  to  raise 
output  from  30  to  72  megawatts,  and 
Sharp  aims  to  boost  production  from 


Building  a  Better  Solar  Panel 
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Sanyo's  photovoltaic  cells  (right)  set 
efficiency  records  by  layering  crystal  silicon 
between  amorphous  silicon.  They're  thinner 
and  cheaper  than  older  ones  (left). 
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trated  almost  entirely  in 
Japan  and  western  Europe. 
The  rest  is  divided  evenly 
among  consumer  products 
such  as  calculators  and 
camping  lanterns,  off-grid 
generators  for  homes  and 
farms,  and  industrial  panels 
for  street  lights,  billboards 
and  roadside  phones.  BP 
Solar,  a  subsidiary  of  BP 
Amoco,  is  the  world's  largest 
manufacturer  of  solar  power 
generating  equipment.  It 
sold  $179  million,  or  30  megawatts 
worth,  in  1999,  and  claims  to  be  ahead 
of  its  2007  sales  target  of  $1  billion. 

But  the  players  to  watch  in  the  solar 
industry  are  the  Japanese.  Japan  badly 
needs  solar  to  pay  off.  The  nation  suf- 
fers from  a  combination  of  high  energy 
prices  combined  with  perennial  worries 
about  its  almost  complete  dependence 
on  imported  fossil  fuels.  The  govern- 
ment aims  to  generate  38%  of  its  en- 
ergy needs  from  renewable  sources 


Crystalline  silicon 
molecule 


Amorphous  silicon 
molecule 


30  to  54  megawatts. 

Sanyo  has  broken  all  com- 
mercial records  with  a  new 
panel  that  converts  20%  of 
solar  energy  into  electricity, 
nearly  double  the  record  that 
BP  Solar  announced  in  May. 
Hiroshi  Tsuda,  45,  who  heads 
the  team  that  developed  the 
new  panel,  figures  his  com- 
pany could  sell  them  by  2005 
without  any  need  for  govern- 
ment price  supports. 

Traditional  solar  panels 
are  built  around  a  layer  of  crystal  silicon, 
the  same  sort  used  to  make  computer 
chips,  which  is  sliced  into  thin  slivers  with 
saws.  Sanyo's  trick  was  to  surround  the 
layer  of  crystal  silicon  with  two  layers  of 
amorphous  silicon,  which  is  vapor-de- 
posited onto  an  electrode.  Amorphous 
silicon  is  thinner,  stronger  and  cheaper 
to  produce  than  crystal  silicon. 

The  drawback  is  that  amorphous 
silicon's  atomic  structure  is  not  as 
neatly  arranged  as  that  in  a  crystal  lat- 


tice. When  solar  beams  in  the  form  o 
photons  flow  through  the  silicon  anc 
begin  dislodging  electrons,  the  elec 
trons  take  longer  to  reach  the  elec] 
trodes,  much  like  a  car  having  to  slow 
down  on  a  twisted  road  rather  tharj 
speeding  down  a  straightaway. 

Sanyo  discovered  that  the  combina 
tion  of  the  amorphous  and  crystal  silin 
con  layers  acts  like  a  double-deckel 
photon-catching  net,  boosting  convex 
sion  efficiency  beyond  what  either  type 
can  do  on  its  own. 

One  of  solar  panels'  biggest  prob- 
lems has  long  been  their  inability  to  ef- 
ficiently store  unused  energy.  Home- 
owners have  had  to  buy  expensive 
batteries  that  more  than  double  the  cosl 
of  installation.  Japan,  Germany  and 
Italy  got  around  this  obstacle  by  allow- 
ing homeowners  to  sell  their  excess 
power  to  utilities  during  peak  daytime 
hours,  when  home  power  use  is  low. 
They  may  then  buy  it  back  at  night, 
when  power  is  cheaper. 

AstroPower,  a  Newark,  Del.  manu- 
facturer of  solar  generators,  leases  stor-| 
age-attached  systems  for  $10  a  month, 
lower  than  the  monthly  bill  for  alterna- 
tives like  diesel  generators,  candles  and' 
batteries.  Last  year  Astro  leased  100,000 
solar  units  (usually  connected  to  lead- 
acid  car  batteries),  to  relatively  well-ofl 
consumers  in  the  developing  world. 
These  typically  power  a  couple  of  light- 
bulbs,  a  TV  set  and/or  a  music  box  for 
part  of  the  evening.  AstroPower  netted 
$2.7  million  on  revenues  of  $35.7  mil- 
lion for  the  first  nine  months  of  2000,  an 
increase  of  93%  and  43%  respectively. 
Despite  a  50%  drop  in  its  stock  price  this 
year,  it  expects  to  maintain  its  50%  an- 
nual growth  rate  of  the  past  three  years. 

Solar  power  will  continue  to  gain 
support  outside  the  tree-hugging  com- 
munity. Ultimately  some  sort  of  inter- 
national agreement  on  reducing  green- 
house-effect emissions  is  likely  to  be 
reached.  Governments  will  at  some 
point  have  to  combat  the  inevitable 
rises  in  fossil  fuel  prices.  But  Exxon- 
Mobil and  Shell  can't  be  too  worried. 
Oil  prices  have  to  reach  at  least  $45  a 
barrel  before  solar  power  will  be  truly 
competitive  in  the  developed  world.  F 
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Digital  Spin  By  John  C.  Dvorak 


Green  With  Envy 


WHEN  I  SAW  MY  FIRST  INKJET  PRINTER  IN  1984, 
the  smallish  HP  Thinkjet,  I  was  impressed  by 
the  compactness  of  the  device  but  unim- 
pressed with  its  output.  The  messiness  of  the 
concept — sputtering  ink  onto  the  page — 
seemed  idiotic.  It  was  obvious  that  the  laser  printer,  once  it 
came  down  in  price,  would  dominate  the  market  and  kill  the 
inkjet.  Nobody  at  the  time  would  have  guessed  that  inkjets 
would  sell  more  than  20  million  units  a  year. 

Inkjet  printers  have  become  the  digital  hobbyists'  meth- 
od of  choice  for  producing  glossy  8x10  high-resolution  pho- 
tographs. Of  the  5.4  billion  digital  files  printed  last  year,  93% 
were  made  at  home,  according  to  Infotrends,  which  sees  26 
billion  digital  images  printed  by  2005,  the  majority  on 
inkjets.  Manufacturers  such  as  HP,  Canon  and  Lexmark  are 
foaming  at  the  mouth,  eager  to  point  out  that  their  printers 
can  produce  8x10  glossies  for  $1.40  each,  compared  with 
$5.50  for  conventional  prints. 

But  one  seemingly  insurmountable  hurdle  stands  in  the 
way  of  this  glorious  future:  No  one  has  come  up  with  a  way 
to  produce  a  magenta  that  won't  fade.  Cheap  prints  don't 
mean  much  when  the  photos,  no  matter  how  fine,  turn 
green  within  a  few  weeks  of  their  production. 

This  is  the  dirty  little  secret  of  the  inkjet  business.  "If  you 
want  to  get  rich,  invent  a  magenta  that  doesn't  fade,"  says 
Hue  P.  Le,  one  of  the  leading  inkjet  experts  and  president  of 
Picojet,  Inc.  in  Hillsborough,  Ore. 

One  would  have  thought  a  solution  would  be  here  by 
now.  The  inkjet  scene  has  become  something  of  a  black  art, 
with  thousands  of  conflicting  patents,  numerous  underlying 
technologies  and  nasty  competition.  The  inkjet  concept  was 
actually  proven  in  1878  by  Nobel  physics  laureate  Lord 
Rayleigh  of  England  (who  also  discovered  argon).  But  it 
wasn't  until  the  continuous  inkjet  was  invented  at  Siemens 
in  1951,  and  later  perfected  in  the  1960s,  that  any  practical 
printers  were  employed.  These  models  were  expensive  and 
complex,  impractical  for  any  desktop  application. 

The  invention  of  the  drop-on-demand  thermal  inkjet 
changed  things.  In  1979  Canon  found  a  way  to  heat  water- 
based  ink  in  such  a  way  that  a  microbubble  was  produced, 
which,  when  it  burst,  could  be  aimed  through  a  nozzle. 
Once  Canon  learned  how  to  control  and  multiply  this  effect, 
it  began  making  printheads  to  spray  a  sheet  of  paper  with  a 
pattern  of  minute  droplets.  HP  and  Xerox  followed  Canon 
with  slightly  different  thermal  technologies.  Printheads  in 
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current  thermal  models  have 
between  300  and  500  nozzles. 

Along  came  Epson  in  1993 
with  a  different  technology  for 
its  Stylus  line.  Rather  than 
heating  the  ink,  Epson  uses  the 
piezoelectric  effect — a  me- 
chanical output  caused  by  elec- 
trical input — to  squirt  the  ink 
in  such  a  way  that  Epson  can 
lay  claim  to  having  a  3-picoli- 
ter  droplet  size,  less  than  half 
the  volume  of  the  typical  ther- 
mal droplet.  With  its  high-res- 
olution printers,  Epson  trig- 
gered the  notion  of  the  digital 
darkroom.  Epson  can  crow 
about  its  prowess,  but  most 
people  do  fine  with  newer 
Canon  and  HP  photo  printers. 

Except  when  it  comes  to 
colorfastness.  No  printer- 
maker  has  devised  a  way  to 
keep  both  magenta  and  yellow 
from  fading  to  an  extreme  de- 
gree. In  traditional  four-color 
process,  cyan,  yellow,  magenta  and  black  are  combined  in  var- 
ious ratios  to  make  any  color  of  the  spectrum.  When  magenta 
fades,  what's  left  is  a  mixture  of  cyan  and  yellow,  forming  a 
green  cast  over  the  picture.  The  yellow  fades  next,  leaving  a 
blue  picture.  Two  likely  causes:  Chemicals  in  the  paper  can 
react  with  the  water-based  dyes,  which  soak  into  the  paper,  or 
the  dyes  suffer  from  so-called  gas  fading  when  ozone  mole- 
cules come  in  contact  with  the  surface  of  the  inks.  Epson 
blames  its  recently  publicized  fading  problem  on  ozone. 

This  problem  will  not  be  resolved  soon.  Fading  colors  is 
an  old  problem,  even  apparent  when  one  watches  old  color 
movies.  One  possible  way  out  is  to  use  pigments,  a  suspen- 
sion of  particles,  instead  of  dyes.  Epson's  2000P  pigment 
printer  makes  a  color  photo  that  will  supposedly  stay  color- 
fast  for  at  least  100  years.  But  pigments  clog  printheads  and 
have  to  be  squirted  at  bigger,  sloppier  dot  sizes.  And  they  are 
not  as  vibrant.  For  preserving  accurate  memories,  that 
chemical-smelling  photo  shop  on  the  corner  may  not  be 
such  a  bad  choice  after  all.  F 
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The  dirty  little 
secret  of  the  inkjet 
business  is  that  no 
one  has  come  up 
with  a  magenta  dye 
that  doesn't  fade 
after  a  few  weeks. 
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John  C.  Dvorak,  column  I  and    -thor,  is  host  o/Silicon  Spin,  a  daily  TV  show  on  ZDTV. 

Find  past  columns  at  www.forbes.com/dvorak  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take 

you  there  instantly. 
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announcing  an  all-new  investment  advisory  from  Forbes  to  help 
you  accumulate  real  and  lasting  wealth  investing  now  in  the... 

Wireless  Revolution! 
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'Andy  isn't  in  the  advance  guard  of  wireless;  he  is  the  advance  guard... 

The  Wall  Street  Journal,  Feb 


1994 


3gyto|j 

ie  billions  to  be  made  from  the  wireless  revolution 
f  ill  dwarf  all  past  profits.  BUT,  you  need  to  know 
hich  wireless  companies  will  enjoy  explosive 
owth  and  which  will  merely  explode. 

The  next  and  most  sweeping  of  all  technology  revolutions 
ris  begun.  Digital  wireless  devices  are  replacing  personal 
mputers  as  the  engine  of  technological  change.  Soon  the 
,„  y  reless  Internet  really  will  be  everywhere  and  a  new  generation 
,     "smart"  wireless  devices  will  make  all  else  obsolete. 
™[  I    It  is  estimated  that  wireless  will  be  worth  $26.3  billion  sales 
in-rcv  lis  year  and  will  grow  exponentially, 
n  tno     But,  as  happened  in  the  early  days  of  computers  and  the 
ternet,  many  if  not  most  of  the  rushed-to-market  wireless 
oducts  and  the  companies  who  bet  their  bank  on  them,  will 
cra  >t  succeed. 

You  can  grow  rich  in  the  next  3  to  5  years, 
■:     investing  in  wireless  stocks  that  will  post  gains 
of  500%  to  even  1,000%  or  more! 

nes  t!  |    Now  there  is  a  reliable,  proven-effective  way  for  you  to  sift 
-inter  jrough  the  overwhelming  number  of  new,  repackaged  and 
,„...  miliar  companies  all  making  big  noise  about  their  stake  in  the 

.    reless  gold  rush.  Now  you  can  invest  only  in  the  sure  winners 

;J0  id  none  of  the  certain  losers. 

ae-ic  J  Forbes/ Andrew  Seybold's  WIRELESS  OUTLOOK  will  help 
--cob'  u  understand  the  impact  of  specific,  new  wireless  technolo- 
m  bs  without  overburdening  you  with  technological  intricacies. 

s  do  explain  the  relevant  technological  elements  that  make 
a?a"  le  company  or  application  better  than  another  so  that  you  are 
im  j  a  position  to  make  objective  investment  decisions, 
[ving  i    In  every  issue  you  will  find  up-to-the-second  new 

formation  that: 

Shows  how  the  wireless  revolution  is  totally  reshaping 
F'1'  the  way  we  communicate,  store  and  use  information, 
no::  ij  Covers  all  the  significant  announcements,  credible  whispers 
w  jind  breakthroughs  of  the  wireless  industry  that  will  affect 

/our  wireless  investments. 

Targets  3  to  6  of  the  most  promising  wireless  companies, 
1    3oth  public  and  soon-to-IPO,  and  tells  you  why  each  is 
j  cob  especially  attractive. 

,,V'  IjSupports  our  model  portfolio  of  wireless  investments. 
i  r  fou  will  always  know  what  you  should  be  holding,  what 
■"!t  ;o  add  to  your  portfolio  and  when  it's  time  to  take  profit. 
a*:  Equally  as  valuable,  you  will  know  why.  Which  means  you 
j  ri  m\\  be  the  kind  of  informed  investor  who  can  sit  comfortably 
waj  hrough  the  market's  inevitable  volatility. 

,      Forbes  has  teamed  up  with  the  most  sought  after  consul- 
s'     it  in  the  big  leagues  of  international  technology  to  bring  you 
not  >  trbes/Andrew  Seybold's  WIRELESS  OUT  LOOK. ' 

[     His  unbiased  and  accurate  opinions  and  predictions  are 
ught  by  and  acted  upon  in  the  boardrooms  of  technology 
m  i  iders.  His  facile  grasp  of  technical  intricacies  and  his  track 
t\\|i  cord  at  identifying  nascent  opportunities  have  won  him 


respect  (as  well  as  consulting  contracts)  from  the  likes  of  IBM, 
Vodafone  AirTouch,  Qualcomm  and  Motorola  to  dazzling 
newcomers  like  Wireless  Knowledge  and  SmartServ  Online. 

As  a  fiercely  independent  but  open-minded  observer 
who  keeps  daily  contact  with  the  key  companies  and  people 
advancing  technology,  Andrew  Seybold  is  in  a  unique  position 
to  help  you  separate  the  genuine  super-stocks  of  the  wireless 
revolution  from  the  soon-to-crash.  Now  you  too  can  profit 
from  Andy  Seybold's  uncanny  ability  to  sense  still  forming  new 
directions  in  the  world  of  computers  and  communications. 
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Software  Horizon  By  Joseph  R.  Garber 


Power  Players 


AS  FELLOW  COLUMNIST  PETER  HUBER  HAS 
observed,  PCs  and  net  servers  gobble  energy  like 
Godzilla  gobbles  Tokyo.  Does  that  mean,  in  the 
name  of  environmental  responsibility,  you  should 
replace  your  computer  with  an  abacus? 
Hardly.  I  bet  that  silicon  and  software  save  at  least  as 
much  power  as  they  consume.  That's  because  the  micro- 
processor revolution  isn't  just  about  personal  computers 
and  the  World  Wide  Web.  It's  also  about  industrial  controls 
that  keep  factory  equipment  running  at  peak  performance 
while  minimizing  power  consumption. 

Here's  a  quick  example  using  the  most  ubiquitous  (and 
boring)  hardware  I  can  name:  pumps.  Decades  ago  an  in- 
ventor named  James  Wilden  concocted  a  revolutionary 
pump  that  could  be  used  for  most  low-viscosity  fluids.  Pow- 
ered by  compressed  air,  the  gadget  was  dirt  cheap,  easy  to 
maintain,  and  had  only  one  flaw:  It  was  an  energy  hog. 
Wilden  sold  a  ton  of  'em.  A  few  years  ago  another  inventor, 
Goerdt  Abel,  came  up  with  a  way  of  doing  the  same  thing  as 
Wilden  using  microchip-controlled  variable-frequency  mo- 
tors and  electromechanical  membranes.  The  result:  a  pump 
that  is  five  times  or  more  as  energy  efficient,  albeit  at  a 
higher  purchase  price.  Guess  who  is  nibbling  into  whose 
market  share.  (Note:  These  days  Dover  owns  Wilden  Pump, 
while  Roper  Industries  owns  Abel  Pump.) 

Just  as  Microsoft  and  Cisco  owe  their  prosperity  to  the 
semiconductor  industry's  creativity,  so,  too,  do  the  lesser- 
known  outfits  that  compete  in  the  $160  billion  controls 
business.  For  example,  British-based  Invensys  (currently  suf- 
fering from  post-acquisition  indigestion)  has  expanded  its 
roughly  $3  billion  process-automation  business  at  23%  per 
year  for  ten  years.  Sales  at  Danaher,  a  $3  billion  U.S.  com- 
pany, have  been  increasing  at  a  healthy  12%  yearly — thanks 
in  large  part  to  its  talent  for  concocting  new  technological 
solutions  to  old  manufacturing  problems.  Idex,  a  $655  mil- 
lion smart-pump  maker  best  known  in  the  paint  industry, 
has  been  turning  in  14%  sales  growth  for  the  past  five  years. 
Among  the  companies  I  watch,  only  Honeywell  seems  to  be 
having  problems  expanding  its  controls  business — some- 
thing Jack  Welch  doubtless  will  look  into. 

There  are  well  over  200  publicly  traded  companies  in  the 
industrial  controls  business.  They  may  suffer  in  the  next  re- 
cession, but  their  long-term  prospects  are  sunny  because 
there  is  many  a  hardware  or  software  upgrade  to  be  sold  to 
oil  producers,  food  processors,  drugmakers,  chemical  mak- 


ers and,  most  promising 
all,  electric  utilities. 

Most  of  the  power  tur 
bines  in  this  country  are  gov 
erned  by  woefully  obsoleti 
gear — in  many  cases  not  digi 
tal  controls,  nor  even  electrii 
controls,  but  pneumatic  de 
vices  that  date  back  to  thi 
1950s.  According  to  Josepl 
M.  Weiss,  control  guru  at  th 
Electric  Power  Research  Insti 
tute,  in  the  monopoly  dayi 
before  energy  deregulation 
utilities  didn't  worry  much 
about  efficiency.  If  fuel  price) 
shot  up,  they  just  passed  th« 
expense  on  to  customers.  Ancj 
why  bother  to  improve  pro< 
ductivity?  All  that  would  dc 
would  be  to  invite  regulators 
to  insist  on  lower  prices. 

Free  market  competitior 
and  the  Clean  Air  Act  have 
changed  the  rules.  New  con- 
trol systems  can  lower  powei 
generation  costs  by  7%  and  pollution  by  40%,  and  let  the 
power  companies  cut  their  head  counts  in  the  bargain. 

Better  yet,  hungry  new  competitors  have  entered  the 
market.  Some  are  buying  old  plants  and  refurbishing  them 
others  are  building  new  power  stations — with  the  heart  ol 
new  plants  being  computer-controlled,  environmentall)i 
friendly  gas  turbines  rather  than  the  grubby  old  coal-fired 
kind.  Lots  of  business  here  for  industrial  controls  compa- 
nies; this  country's  utilities  have  10,000-plus  power  genera- 
tors, and  factories,  military  bases  and  others  run  an  addi- 
tional 5,000  industrial-strength  generators. 

Probable  winners:  Emerson  Electric,  which  bought 
Westinghouse's  utility  controls  business;  ABB,  now  owner  oi 
Elsag- Bailey,  the  leader  in  generator  controls;  and  Wood- 
ward Governor,  a  125-year-old  mainstay  of  the  utility  in- 
dustry, born  again  as  a  digital  controls  company. 

And  one  other  set  of  winners:  you  and  me.  Digital  con- 
trols have  helped  mightily  in  making  life  more  energy  effi- 
cient. Now  they're  making  the  cost  of  energy  lower. 


Most  of  our  power 
turbines  are  run  by 
woefully  obsolete 
gear,  not  digital  or 
electric  but  pneu- 
matic controls  that 
date  to  the  Fifties. 


Joseph  R.  Garber,  a  besi  selling  author,  serves  on  the  board  of  directors  of  three  technology  companies. 
Find  past  columns  at  www.forbes.com/garber  or  use  your  -.CueCat  device  on  the  cue  code  ( right)  to  take 
you  there  instantly. 
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Digital  Tools  By  Stephen  Manes 


Web  Appliances:  Smarter,  Still  Dumb 


THE  FRANTIC  ATTEMPTS  OF 
Internet  appliance  mar- 
keters to  lure  computer 
&  novices  have  not  exactly 
.  won  friends  and  influ- 
©  enced  people.  Netpli- 
ance's  I-opener  sold 
only  50,000  units; 
now  the  company  is 
out  of  the  hardware 
business.  Seattle's 
fledgling 
Epods  moved 
only  300  of  its 
EpodsOne 
tablets;  it  is 
out  of  busi- 
ness entirely. 
Reposition 
time!  Unlike  the  devices  I  looked  at 
a  few  months  ago  (FORBES,  Aug.  21  and  Sept.  4, 
2000),  the  latest  appliance  crop  is  ostensibly  aimed  at  people 
who  already  know  their  way  around  computers.  Now,  say 
vendors,  think  of  an  appliance  as  just  another  way  to  surf  the 
Web  and  mind  the  mail,  maybe  from  the  kitchen.  Nice  idea, 
but  consumers  already  used  to  PC  foibles  are  unlikely  to  be 
happy  with  the  compromises  inherent  in  using  devices  like 
these — particularly  at  prices  not  much  lower  than  the  com- 
puters they  are  already  accustomed  to. 

So  here  comes  3Com's  Audrey.  Its — her? — retro-futur- 
istic look  resembles  something  out  of  the  Jetsons.  There's 
even  a  clear  plastic  stylus  that  sticks  into  a  hole  in  the  top 
and  blinks  incessantly  to  warn  that  you  have  mail.  Audrey 
comes  in  white  for  $499  or  four  other  colors  for  $50  more. 

Too  bad  you  can't  get  one  with  a  bigger  or  brighter 
screen.  The  dinky  8-inch  passive-matrix  display  (the  type 
now  found  only  on  the  very  cheapest  of  laptops,  only 
smaller)  has  just  640  by  480  pixels  to  its  name.  It  is  hard  to 
read  from  an  angle  and  smeary  when  things  move  on  it.  The 
annoyingly  blue-on-blue  system  pages  give  you  what  Bobby 
Vinton  might  call  headache  on  headache. 

The  infrared  keyboard  can  hang  on  the  back  of  the 
unit  to  save  space  when  it's  not  in  use,  but  for  some  rea- 
son it  is  awful  to  type  on.  Since  it  has  neither  a  pointing 
device  nor  page-at-a-  time  keys,  the  only  way  to  move  the 
cursor  is  by  using  the  touchscreen  or  the  arrow  keys.  The 
teensy  screen  cuts  off  many  sites  at  both  bottom  and  right, 
so  navigation  is  a  nightmare. 
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AOLTY'sTV-themed 
"channels"  make 
AOLs  traditional 
dumbed-down 
offerings  look 
almost  Proustian. 


And  slow.  CDNow's  bi§ 
Louis  Armstrong  page  took 
about  half  a  minute  to  loac 
onto  my  sluggish  notebook 
computer;  Audrey  took 
twice  as  long,  even  though 
the  modem  speeds  arc 
identical. 

Audrey  delivers  useless 
jargon  like  "PAP  failure' 
when  you  fail  to  make  a  dial- 
up  connection.  The  lame 
e-mail  system  offers  no  way 
to  set  up  group  addresses  o| 
even  reply  to  all  recipients  oi 
an  incoming  message.  Mosl 
document  attachments  are 
ignored.  And  you  can't  delete 
a  bunch  of  messages  at 
once;  you  have  to  check 
tiny  box  after  tiny  box  with 
your  finger  (which 
often  fails)  or  the 


stylus,  one  at  a  time.  This  is  not  much  fun. 

There  are  a  few  clever  ideas  here,  implemented 
badly.  Audrey  offers  several  "channels"  at  the  touch 
of  a  knob  on  the  front,  but  they're  mostly  dumbed- 
down  versions  of  things  like  ABC.com  and 
ESPN.com.  You  can  "scribble"  a  note  into  the 
calendar  by  writing  on  the  screen,  but  the 
entry  will  appear  only  as  a  tiny  icon  in 
the  appointment  window,  forcing 
you  to  type  an  explanatory 
note  anyway.  The  calendar 
can  synch  with  Palm  devices, 
but  to  do  that  you  have  to 
hook  up  the  cradle  to  the 
unit  rather  than  using  the  in- 
frared port. 

Audrey  offers  AT&T  World- 
Net  Service  connections  for 
$14.95  a  month,  but  can  work 
with  most  providers  other 
than  AOL  and  Com- 
puserve. With  the  help  of 
a  $59  USB  adapter,  Audrey 
can  even  accept  a  broad- 
band connection,  but  it's 


hard  to  imagine  why  you  would  spring  for  a  fat  pipe  to  connect 
a  device  of  such  slender  means.  Audrey  seems  fated  to  be  the 
hardware  counterpart  of  another  cutely  named  product — the 
long-dead  software  known  as  Microsoft  Bob. 

America  Online  is  very  much  alive,  and  there  are  now 
new  ways  to  access  it.  One  is  AOLTV,  a  $249  set-top  box  from 
Philips  that  uses  a  standard  TV  set  for  its  display,  much  as 
WebTV  has  done  for  years.  Service  costs  $14.95  a  month  if 
j  you  have  an  AOL  account,  $24.95  if  you  don't.  But  there  is 
little  reason  to  buy  the  thing 

Web-browsing  and  functions  like  mail,  chat  and  instant 
messaging  are  included,  but  AOLTV  is  a  service  distinct 
from  AOL  itself.  The  special  content  amounts  to  TV-themed 
material  that  makes  AOL's  traditional  offerings,  often  de- 
rided as  "Internet  for  Dummies,"  look  positively  Proustian. 
After  more  than  an  hour  of  setup,  the  on-screen  channel 
guide  failed  to  find  TV  program  data  from  my  cable 
service  and  later  got  some  of  it  wrong.  The  browser 
reported  that  the  CDNow  Louis  Armstrong  page 
was  "too  large  for  AOLTV  to  display  or  play." 

TV  fans  will  detest  the  way  the  unit  plasters  its 
logo  permanently  in  the  upper-left-hand  corner  of 
the  screen.  Web  fans  will  dis- 
cover that  the  infrared  key- 
board is  sluggish  and  that  the 
screen  delivers  even  less  info  at 
once  than  little  Audrey.  You  can 
watch  TV  while  you  surf  only  if  you 
manage  to  figure  out  the  trick.  If  you 
think  it  would  be  great  to  chat  on- 
line with  your  bud  while  you  watch 
"Whassup?"  commercials,  this  just 
might  be  for  you. 

The  best  unit  of  this  bunch  is 
as##S  S^HpPP    Gateway's  $599  Connected  Touch 
^^^^        Pad.  It's  also  an  AOL-only  device, 
but  it  can  use  any  existing  ac- 
count and  get  you  to  all  of 
AOL's  traditional  content. 
Info  appears  on  the  10-inch 
800-by-600  pixel  dual-scan 
screen,  which  is  far  better 
than  Audrey's,  but  no  prize. 
And  this  device  is  not  perceptibly 
faster.  It  can  be  networked  with 
other  computers  via  home  phone 
lines  or  a  special-order  Ethernet 
jack,  but  it  cannot  directly  ac- 
cept broadband  connections. 
The  keyboard  is  decent  and 


has  lots  of  special  keys  for  AOL-specific  functions  like  chat  and 
buddy  lists.  And  it  includes  an  imprecise  little  joystick-like 
pointing  device  that  you  can  use  if  you'd  rather  not  bother 
with  the  touchscreen. 

But  none  of  these  units  can  handle  more  than  a  few  mul- 
timedia formats  or  use  special  plug-ins  and  client  software 
like,  say,  Napster.  And  reliability  may  be  a  problem.  Each  of 
these  devices  got  itself  into  a  locked-up  state  that  required 
yanking  the  plug  from  the  wall. 

So  just  for  fun,  I  found  IBM's  ThinkPad  i  series  1200  note- 
book on  the  Web  for  just  $799,  including  a  12-inch  screen — 
admittedly,  the  inferior  dual-scan  type,  and  with  no  better 
resolution  than  Gateway's.  But  it  also  has  a  6-gigabyte  hard 
drive,  a  CD-ROM  and  every  port  you  need  except  Ethernet, 
which  might  add  another  $50.  It  fits  neatly  on  the  kitchen 
counter  and  can  play  music  CDs. 

If  you're  already  a  Windows  user,  you  won't  have  to 
learn  another  goofy  interface  or  wonder  whether  you'll  be 
able  to  run  The  Next  Big  Thing.  It  folds  up  neatly,  and  its 
batteries  can  keep  you  up  and  running  during  the  next 
power  outage.  You  can  even  take  it  to  the  living  room  and 
surf  while  watching  TV.  Sounds  like  a  pretty  good  infor- 
mation appliance  to  me.  F 


Stephen  Manes  (steve@cranky.com)  is  the  cohost 
public  television  series.  Visit  his  forum  at  our  Web 
or  use  your  :CueCat  device  on  the  cue  code  (right) 


of  Digital  Duo,  a  weekly 

site,  www.forbes.com/manes 

to  take  you  there  instantly. 
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I/IONEY& INVESTING 

Who  Survived  the  Downturn? 

The  Nasdaq-loving  newsletters  that  sizzled  in  1999  suffered  burnout  last  year. 
Value  investors  did  well.  Here  are  our  ratings  in  bull  and  bear  markets. 


I 


BY  PETER  BRIMELOW 

I ARD  TO  REMEMBER, 
but  just  a  year  ago 
I  we  were  looking 
back  on  an  epochal  86% 
gain  on  Nasdaq  and  fee- 
bly protesting  that  invest- 
ment advisory  letters  like 
Michael  Murphy's  Tech- 
nology Investing  or  Kevin 
Kennedy's  Coolcat  Explo- 
sive Small  Cap  Growth 
Stock  Report  (up  157% 
and  151%,  respectively) 
couldn't  repeat  their 
stunning  performances. 

Well,  they  couldn't. 
Last  year,  as  the  Nasdaq 
fell  36%,  Murphy  lost 
32%  for  his  followers  and 
Kennedy  lost  16%. 
(These  and  all  our  num- 
bers for  2000  are  through 
Nov.  30.) 

To  avoid  this  sort  of  whiplash,  we 
have  offered  annually  since  1994  the 
FORBES/Hulbert  Investment  Letter  Sur- 
vey, modeled  on  the  FORBES  Mutual 
Fund  Survey  and  calculated  in  coopera- 
tion with  the  Annandale,  Va. -based 
Hulbert  Financial  Digest.  Our 
theory:  Performance  can  only 
be  judged  over  the  long  term, 
including  both  bull  and  bear 
markets. 

We  grade  investment  let- 
ters on  a  curve,  giving  honor 
grades  ( B  or  higher)  to  the  top 
half  of  the  class.  To  make  the 
Investment  Letter  Survey's 
Honor  Roll,  an  investment 
letter  has  to  get  honor  grades, 
on  average,  in  bull  and  bear 


markets.  Bear  markets  have  been  in 
short  supply  since  May  1990,  which  is 
the  point  from  which  we  calculate  both 
our  Investment  Letter  and  Mutual  Fund 
Honor  Rolls.  So  we  use  four  correc- 
tions—1990,  1998,  1999  and  2000.  The 
largest  of  them,  as  measured  by  the 


Newsletter  Honor  Roll 


Picking  stocks  is  a  risky  business.  So  Congrats  to  the  five 
that  earned  at  least  Bs  in  both  up  and  down  markets. 

Performance 
Up  Down 

markets 

Newsletter/Editor 

Gain  since 
5/31/90 
(annualized) 

B  B 

Bob  Drinker's  Marketimer/Robert  Brinker 

13.4% 

B  B 

Dow  Theory  Forecasts/Richard  J.  Moroney 

11.5 

B  B 

No-Load  Fund  Analyst/Sievcn  Savage 

12.5 

B  B 

No-Load  Fund  Investor/Sheldon  Jacobs 

12.2 

B  B 

Value  Line  Investment  Survey/Harvey  Katz 

14.2 

broad  Wilshire  index,  delivered  a  17% 
loss  between  June  30  and  Aug.  31, 1998. 

This  is  how  our  system  works: 
lames  Collins'  OTC  Insight  made  an 
amazing  34%  a  year,  compounded, 
through  Nov.  30,  1999.  But  we  noted 
that  OTC  Insight  dropped  badly  during 
the  corrections,  at  a  31%  annu- 
alized rate.  Hmmm.  We  graded 
that  a  D. 

This  time  last  year,  we  said, 
"Note  carefully:  For  investors 
with  strong  nerves — and/or 
no  interest  in  history — OTC 
Insight  might  still  be  great." 
During  2000  it  lost  35%. 

This  year  sees  two  note- 
worthy additions  to  the 
Honor  Roll.  Bob  Brinker's 
Marketimer  made  it  primarily 
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INVESTMENT  LETTERS 


Performance 

Annual 

Gain  since 

Relative 

Up 

Down 

subscription 

5/31/90 

Sharpe 

markets 

Newsletter/Editor 

Telephone 

price        (annualized)  ratio1 

Risk 

B 

C 

Bi  Research/Thomas  Bishop 

203-270-9244 

$95 

14.2% 

067 

High 

C 

C 

Babson-United  Investment  Report 2/Ted  Everett 

781-235-0900 

298 

7.3 

0.34 

Average 

B 

B 

Bob  Brinker's  Marketimer/Robert  Brinker 

914-591-2655 

185 

13.4 

1.02 

Low 

A 

D 

Cabot  Market  Letter/Carlton  G.  Lutts  &  Timothy  W.  Lutts 

978-745-5532 

335 

12.1 

0.51 

Very  High 

A 

F 

California  Technology  Stock  Letter/Michael  Murphy 

650-726-8495 

325 

-3.0 

0.12 

Very  High 

A 

C 

Chartist/Dan  Sullivan 

562-596-2385 

175 

16.4 

0.89 

High 

C 

A 

Chartist  Mutual  Fund  Letter/Dan  Sullivan 

562-596-2385 

100 

12.4 

0.72 

Average 

A 

D 

Dines  Letter/James  Dines 

800-84LUCKY 

195 

3.4 

0.15 

Very  High 

B 

B 

Dow  Theory  Forecasts/Richard  J.  Moroney 

800-233-5922 

259 

11.5 

0.82 

Low 

C 

B 

FXCNewsletter.com/Francis  X.  Curzio 

800-FXC-0992 

140 

10.8 

0  80 

Low 

B 

C 

Fidelity  Insight/Eric  M.  Kobren 

800-444-6342 

177 

11.3 

0.78 

Low 

B 

C 

Fidelity  Monitor/Jack  Bowers 

800-397-3094 

116 

16.1 

1.14 

Average 

C 

c 

Ford  Investment  Review/Richard  Segarra 

858-755-1327 

144 

5.9 

0.19 

High 

C 

B 

FundAdvice.com/Paul  A.  Merriman 

800-423-4893 

125 

9.1 

0.63 

Very  Low 

F 

A* 

Futures  Hotline/Mutual  Fund  Timer/Craig  Corcoran 

904-693-0355 

99 

-56.4 

-1.24 

Very  High 

C 

B 

Gerald  Appel's  Systems  and  Forecasts/Gerald  Appel 

516-829-6444 

225 

7.5 

0.42 

Very  Low 

D 

A 

Gerald  Perritt's  Mutual  Fund  Letter/Gerald  W.  Perritt 

800-326-6941 

89 

8.0 

0.68 

Very  Low 

F 

A 

Granville  Market  Letter/Joseph  E.  Granville 

816-474-5353 

250 

-20.6 

-0.33 

Very  High 

D 

A 

Graphic  Fund  Forecaster/Fred  W.  Hohn 

800-532-2322 

35 

5.3 

0.12 

Low 

D 

A 

Growth  Fund  Guide/Walter  J.  Rouleau 

605-341-1971 

99 

-0.3 

-0.59 

Low 

D 

A 

Growth  Stock  Outlook/Charles  Allmon 

301-654-5205 

235 

6.0 

0.45 

Very  Low 

C 

C 

Harry  Schultz  Life  Strategies/Harry  Schultz 

(32)16-5336-84 

285 

5.0 

0.14 

High 

A 

C 

lnsiders3/Adam  J.  Martin 

800-442-9000 

100 

14.9 

0.81 

High 

D 

A* 

InvesTech  Research  Market  Analyst/James  B  Stack 

800-955-8500 

190 

6.0 

0.28 

Very  Low 

D 

A 

InvesTech  Research  Mutual  Fund  Advisor/James  B.  Stack 

800-955-8500 

190 

6.2 

0.35 

Very  Low 

C 

A 

Investment  Quality  Trends/Gregory  Weiss 

858-459-3818 

310 

11.3 

0.89 

Very  Low 

B 

C 

Investment  Reporter/Marc  Johnson 

416-869-1177 

279 

12.2 

0.74 

Average 

C 

B 

Investor's  Guide  to  Closed-End  Funds/Thomas  J.  Herzfeld  Advisors.  Inc. 

305-271-1900 

475 

9.1 

0.59 

Low 

B 

0 

Investor's  World/John  Dessauer 

800-804-0942 

149 

11.4 

0.64 

Average 

D 

B 

Investor's  Intelligence/Michael  Burke 

914-632-0422 

184 

4.6 

0.03 

Low 

D 

B 

LaLoggia's  Special  Situation  Investor/Charles  LaLoggia 

800-450-0551 

395 

4.8 

007 

Average 

A 

D 

MPT  Review/Louis  G.  Navellier 

800-861-5968 

995 

17.9 

0.72 

Very  High 

C 

B 

Market  Logic3/Adam  J.  Martin 

800-442-9000 

95 

8.6 

0.52 

Low 

B 

C 

Maverick  Advisor/Douglas  Fabian 

800-950-8765 

199 

11.5 

0.66 

Average 

A* 

D 

Medical  Technology  Stock  Letter/John  T.  McCamant 

510-843-1857 

320 

17.0 

0.64 

Very  High 

B 

C 

Moneyletter/Walter  Frank 

800-890-9670 

109 

11.6 

0.78 

Average 

B 

C 

Mutual  Fund  Forecaster3/Susan  Randell 

800-442-9000 

49 

11.3 

0.70 

Average 

D 

B 

Mutual  Fund  Strategist/Charlie  Hooper  &  Holly  Hooper-Fournier 

800-355-FUN0 

95 

2.3 

-0.10 

High 

B 

B 

No-Load  Fund  Analyst/Steven  Savage 

800-776-9555 

225 

12.5 

0.99 

Low 

B 

B 

No-Load  Fund  Investor/Sheldon  Jacobs 

800-252-2042 

129 

12.2 

1.05 

Very  Low 

A 

C 

NoLoad  FundX/Janet  Brown 

800-763-8639 

129 

16.5 

1.02 

High 

C 

A 

No-Load  Mutual  Fund  Selections  &  Timing  Newsletter/Stephen  L.  McKee 

800-800-6563 

180 

11.7 

1.15 

Very  Low 

A* 

D 

OTC  Insight/James  0.  Collins 

800-955-9566 

295 

29.1 

0.96 

Very  High 

A 

D 

Oberweis  Report/James  0.  Oberweis 

800-323-6166 

169 

18.5 

0.72 

Very  High 

D 

D 

Option  Advisor/Bernard  G.  Schaeffer 

800-327-8833 

99 

-3.9 

-0.31 

High 

C 

B 

Outlook/Joseph  Tigue 

800-852-1641 

298 

10.2 

0.76 

Very  Low 

D 

A 

PG  Wall  Forecast/P  Q  Wall 

504-895-4891 

198 

-14.0 

-0.81 

Very  High 

1'  C 

B 

Personal  Finance/Stephen  Leeb 

800-832-2330 

69 

8.4 

0.61 

Very  Low 

F 

A* 

Peter  Eliades'  Stockmarket  Cycles/Peter  Eliades 

707-769-4800 

252 

4.2 

-0.01 

Low 

C 

B 

Peter  Dag  Portfolio  Strategy  &  Management/George  Dagnino 

800-833-2782 

225 

8.8 

049 

Average 

D 

A 

Professional  Timing  Service/Curtis  Hesler 

406-543-4131 

185 

6.3 

0.25 

Very  Low 

A* 

F 

Prudent  Speculator/Alfred  Frank 

800-258-7786 

249 

21.6 

0.86 

Very  High 

D 

A 

Ruff  Times/Howard  J.  Ruff 

801-489-8681 

97 

6.8 

0.41 

Very  Low 

A 

F 

Special  Situations/Robert  J.  Flaherty 

888-417-5400 

150 

3.7 

0.15 

Very  High 

A 

D 

Standard  &  Poor's  Emerging  &  Special  Situations'/Mark  Bashum 

800-852-1641 

269 

7.8 

0.33 

High 

A 

C 

Timer  Digest/James  Schmidt 

203-629-3503 

225 

19.5 

1.13 

High 

A 

D 

Turnaround  Letter/George  Putnam  III  &  John  Dorfman 

800-468-3810 

195 

12.6 

0.55 

High 

C 

C 

Value  Line  Convertibles  Survey/George  Graham 

800-634-3583 

525 

7.7 

0.39 

Low 

B 

B 

Value  Line  Investment  Survey/Harvey  Katz 

800-634-3583 

570 

14.2 

1.06 

Average 

B 

D 

Value  Line  Special  Situations  Service/Gary  Shafer 

800-634-3583 

495 

4.7 

0.15 

High 

B 

D 

Wall  Street  Digest/Donald  H.  Rowe 

941-954-5500 

99 

2.0 

0.01 

High 

B 

0 

Wilshire  5000  Value  Weighted  Total  Return  index 

15.0 

1.00 

Average 

Returns  through  Nov.  30.  2000  for  newsletters  with  a  predominantly  U.S.  equity  focus.  'A  number  above  1.0  means  the  portfolio  beat  the  Wilshire,  risk-adjusted. 2 Babson-United 
Advisors  has  disputed  the  HFD's  calculations;  see  www.hulbertdigest.com/ub.  ^Publisher  has  announced  that  newsletter  will  be  discontinued  in  early  2001;  coverage  to  be  assumed 
by  Mutual  Funds  magazine.  ""Newsletter  was  discontinued  in  mid-2000;  model  portfolio  continues  at  www.personalwealth.com. 
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by  issuing  a  sell  signal  in  January  2000, 
before  the  carnage  began.  Brinker  re- 
mains bearish  today. 

Another  is  the  long-established  Dow 
Theory  Forecasts,  which  also  has  been 
bearish  all  year  because  of  its  particular 
interpretation  of  the  Dow  Theory.  Like 
all  this  year's  honorees,  to  some  extent 
it  focuses  on  value  stocks,  long-under- 
appreciated issues  whose  sound  funda- 
mentals have  propelled  them  ahead  of 
growth  stocks  in  2000. 

Value  Line  Investment  Survey,  No- 
Load  Fund  Investor  (Sheldon  Jacobs) 
and  No-Load  Fund  Analyst  (Steven  Sav- 
age) are  veterans  of  the  Honor  Roll. 
Value  Line  is  perhaps  the  oldest  estab- 
lished exception  to  the  once-dominant 
academic  dogma  that  it  is  impossible  to 
beat  the  market.  It  follows  an  eclectic 
proprietary  system  that  combines  fun- 
damental elements  like  earnings 
growth  with  technical  measures  like 
relative  strength,  which  is  the  price  ac- 
tion of  a  stock  compared  with  the  over- 
all market. 

Neither  Jacobs  nor  Savage  has  much 
faith  in  trying  to  time  short-term 
trends.  Instead  they  focus  on  shifting 
allocation  among  different  vehicles — 
for  instance,  corporate  bonds,  equities, 
T  bills.  Oddly  enough,  Jacobs  and  Brin- 
ker are  money  management  partners, 
despite  their  different  takes  on  market 
timing. 

Surprised  that  two  opponents  of 
market  timing  like  Jacobs  and  Savage 
made  it  onto  the  Honor  Roll  despite  a 
serious  correction?  It's  testimony  to  the 
value  of  diversifying  among  all  the  asset 
classes.  Both  were  also  helped  by  a 
value-stock  emphasis. 

The  HFD  monitoring  method  simu- 
lates an  investor's  real-world  experi- 
ence. Mail  delays  and  trading  costs  are 
taken  into  account. 

Capital  gain  taxes,  however,  are  not. 
If  you  use  a  quick-trading  letter,  like 
OTC  Insight  or  Coolcat  Explosive,  you 
should  follow  it  in  a  tax-deferred 
account  like  a  self-directed  IRA.  This 
assumes,  of  course,  that  you  have  capi- 
tal gains. 

In  a  market  like  2000's  that  was  far 
from  assured.  F 


Brokerage  Hotel 


Checking  in  to  a  mutual  fund  or  annuity  is  easy,  but 
checking  out  isn't.  Here  are  some  tips  to  ease  the  hassle. 


BY  JOSEPHINE  LEE 

YOU  SEE  ADS  ABOUT  HOW  EASY  IT 
is  to  roll  over  an  individual  re- 
tirement account.  One  phone  call 
and  you're  done.  But  don't  assume  this 
is  a  snap.  For  some  mutual  fund  and 
insurance  annuity  transfers  the 
headaches  are  enormous,  especially 
when  switching  both  sponsors  and 
type  of  investment. 

Michael  Dubin,  a  Philadelphia  in- 
surance actuary,  tried  to  move  his 
$50,000  mutual  fund  account  from 
Neuberger  Berman  to  American  Ex- 
press' brokerage  operation.  Two 
months  later  Dubin  noticed  the  trans- 
fer still  hadn't  gone  through. 

The  problem:  American  Express 
Brokerage  was  not  a  distributor  of 
Neuberger  Berman  funds.  AmEx  didn't 
bother  to  alert  him  to  this  vexing  detail. 
Turns  out  he  first  had  to  liquidate  his 
account  into  cash.  After  two  more 
months  and  dozens  of  phone  calls,  he 
gave  up  and  stayed  put.  "I  felt  so  pow- 
erless to  do  anything,"  he  says. 

Transfers  of  stocks,  bonds  and  most 
mutual  funds  should  occur  within  six 
business  days,  under  New  York  Stock 
Exchange  and  National  Association  of 
Securities  Dealers  rules.  An  electronic 
network,  called  the  Automated  Cus- 
tomer Account  Transfer  Service,  exists 
to  speed  the  process.  And  the  receiving 
investment  operation  has  an  interest  in 
moving  things  along. 


Nevertheless,  a  lot  can  go  wrong. 
Some  discount  brokerages  or  new 
players  like  American  Express  may  lack 
the  staff  and  procedures  to  clear  the 
way.  Some  freeze  up  when  the  incom- 
ing accounts  are  in  vehicles  they  don't 
carry,  like  exchange-traded  funds.  The 
Securities  &  Exchange  Commission 
logged  1,250  complaints  on  account 
transfers  for  fiscal  year  2000,  up  78% 
in  two  years. 

Investors  should  proactively  find 
out  what  the  receiving  operation  will 
and  won't  accept;  they  also  should 
make  sure  all  the  paperwork  matches 
and  that  ownership  of  the  investment  is 
clear.  Getting  married?  To  avoid 
glitches,  put  your  new  spouse's  name 
on  the  account  after  the  transfer. 

When  setting  up  the  transfer,  be  on 
the  alert  for  screw- ups.  Mark  Green,  a 
Houston  lawyer,  requested  that  Fidelity 
Investments  liquidate  his  $300,000  in 
funds  and  move  it  to  a  brokerage.  Well, 
the  fund  giant  half  complied  and 
plopped  the  cash  into  a  Fidelity  money 
market  account.  It  took  Green  three 
months  to  complete  the  switch. 

A  client  of  New  York  financial 
planner  Gary  Schatsky  inherited  his 
mother's  $40,000  annuity  at  Trans- 
america  and  wished  to  move  it  else- 
where. Although  Mom  had  named 
him  her  beneficiary,  five  months  later 
he's  still  sending  them  death  certifi- 
cates and  estate  tax  forms.  F 
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Forget  the  Spread 

Mesmerized  by  the  narrow  gap  in  rates, 
home  buyers  are  flocking  to  fixed-rate 
mortgages.  For  many,  it's  a  mistake. 


BY  IRA  CARNAHAN 

THE  SPREAD  BETWEEN  RATES  ON 
fixed  and  adjustable  mortgages  is 
the  smallest  it  has  been  in  nearly 
two  decades.  For  30-year  fixed-rate 
mortgages,  the  average  rate  is  about 
7.5%.  For  one-year  adjustable-rate 
mortgages  (ARMs),  it's  around  7%.  So 
what  do  most  home  buyers  do?  Go 
with  the  fixed.  Only  about  15%  of  new 
mortgages  these  days  are 
ARMs,  compared  with  over 
half  in  the  mid-1980s. 

A  fixed- rate  mortgage  in- 
sulates buyers  from  any  in- 
crease in  payments,  in  ex- 
change for  only  a  small  extra 
cost.  Sounds  like  a  no- 
brainer.  But  it  isn't. 

"The  market  sets  the 
price  for  these  securities 
pretty  well.  There's  no  deal  to 
be  had  here,"  says  William 
Goetzmann,  who  directs  the 
International  Center  for  Fi- 
nance at  Yale  University. 

To  see  why,  think  about 
how  short-term  interest 
rates,  like  those  on  ARMs,  are 
linked  to  long-term  rates 
such  as  those  on  30-year 
mortgages.  Think  of  a  30- 
year  loan  as  a  series  of  30 
one-year  loans,  taken  out  one 
after  the  other.  Why  should  a 
30-year  rate  differ  at  all  from  a  one-year 
rate?  The  30-year  rate  reflects  the  mar- 
ket's forecast  of  rates  on  future  one- 
year  loans.  If  rates  are  expected  to  rise, 
the  30-year  loan  will  be  priced  well 
above  the  current  one-year  rate.  But  if 
one-year  rates  are  likely  to  drop,  the 
rate  on  a  30-year  loan  may  be  much 
closer  to  that  of  a  one-year.  Long-term 
rates  also  reflect  expected  volatility:  If 
wide  swings  in  future  rates  seem  likely, 
a  30-year  mortgage  must  include  a  sub- 


stantial "risk  pre- 
mium" to  compen- 
sate lenders  for 
the  risk. 

The  small  gap 
between  fixed  and 
adjustable  loans 
today  reflects  a  consensus  that  short- 
term  rates  will  hold  steady  or  fall.  So 
home  buyers  shouldn't  choose  a  30-year 
loan  based  on  the  narrow  gap  versus  an 
ARM.  It's  small  for  good  reason. 

While  you  get  less  of  a  discount  for 
taking  an  ARM  now  than  in  the  past, 
you  also  take  on  a  lot  less  risk  that  rates 
will  go  up.  In  other  words,  an  ARM  is  no 
better  or  worse  a  deal  than  it  was  when 


the  spread  between  ARMs  and  fixed- 
rate  mortgages  was  far  greater. 

Not  convinced?  Look  at  it  from  the 
point  of  view  of  mortgage  lenders,  says 
Columbia  Business  School  professor 
Frederic  Mishkin.  "These  guys  who  are 
issuing  fixed-rate  mortgages  are  not 
doing  it  to  lose  money,"  he  says.  "If  they 
actually  think  interest  rates  are  going  to 
rise,  then  they're  out  of  their  minds  to 
give  you  a  fixed-rate  mortgage." 

Yale's  Goetzmann  agrees.  "You're 


not  getting  a  bargain,"  he  says.  "You 
mortgage  shouldn't  be  the  tool  you  us 
to  speculate  on  interest  rates." 

So  how  should  you  choose  betweei 
a  fixed  and  an  ARM?  Start  with  a  fe\ 
basic  facts.  ARMs  come  in  several  type? 
charging  a  low  entry  rate  for  a  fixed  pe 
riod — one,  three,  five,  seven  or  tei 
years — followed  by  annual  adjustment 
based  on  short-term  interest  rates. 

An  ARM  can  be  preferable  to  a  30 
year  fixed  for  three  good  reasons.  Firsl 
you  don't  think  you'll  live  in  you 
house  all  that  long;  why  pay  50  extr 
basis  points  ($1,500  a  year  on 
$300,000  mortgage)  to  lock  in  a  fixe< 
rate  for  three  decades  if  you'll  be  ther 
only  a  few  years? 

Almost  half  the  peopl 
who  buy  homes  move  withii 
five  years,  says  the  Nationa 
Multi  Housing  Council, 
D.C.  trade  group.  Dougla 
Duncan,  chief  economist  a 
the  Mortgage  Bankers  Asso 
ciation,  estimates  the  averag 
mortgage  is  held  about  fiv 
years,  down  from  seven  t< 
nine  years  in  the  past. 

A  second  reason  to  tak 
an  ARM  is  that  it  lets  yoi 
qualify  for  a  larger  loan 
When  lenders  decide  hov 
much  to  lend,  they  look  a 
how  big  your  monthly  hous< 
payment  will  be  as  a  percent 
age  of  your  income.  If  it' 
going  to  be  above  30%  or  so 
they  worry.  An  ARM  can  kee( 
you  from  reaching  this  point 
because  with  the  lower  initia 
rate  you  have  lower  pay 
ments.  Of  course,  taking  out  a  large 
loan  makes  sense  only  if  you  can  affon 
to  pay  it  off. 

The  third  reason  to  take  an  ARM  i 
that  you're  willing  to  bear  the  risk  tha 
rates  will  go  up,  in  return  for  a  lowe 
rate  to  start.  (Your  risk  isn't  unlimited 
nearly  all  ARMs  have  a  lifetime  cap.) 

Taking  this  risk  is  a  smart  way  to  pa] 
less  if  you  can  handle  it.  If  you  can't  - 
a  big  jump  in  payments  would  stretcl 
you  too  far — go  with  the  fixed. 
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Today,  huge  numbers  of  Americans  have  come  to 
accept  the  worst  from  our  political  leaders.  Sadly, 
traits  such  as  honesty,  morality  and  integrity  have 
become  quaint  characteristics  from  bygone  eras. 

But  not  so  at  Regent  University.  Regent  University 
and  its  graduate  students  are  committed  to  reclaim- 
ing America's  culture — serving  our  nation  as  "World 
Changers."  We  do  so  by  boldly  embracing  an  edu- 
cational mission  that  integrates  faith,  as  well  as  the 
principles  of  our  Founding  Fathers,  with  rigorous 
graduate-level  curriculum. 

Right  now  at  Regent  there  are  over  2,300  dedicated 
men  and  women  pursuing  graduate  degrees  in 
the  disciplines  that  provide  maximum  leverage  for 
improving  society,  in  areas  such  as  law,  government, 
education,  journalism,  business,  communication, 
psychology  and  counseling,  organizational  leadership 
and  divinity.  These  are  the  people  who  will  help 
write  America's  future — along  with  the  thousands 
of  Regent  alumni  already  in  positions  of  influence 
from  Capitol  Hill  to  Hollywood. 

You  can  help  write  America's  future  by  generating 
scholarship  funds  for  tomorrow's  leaders  studying 
now  at  Regent  University.  Learn  more  about 
Regent  University  by  contacting  us  today.  It's 
time  to  discover  how  Christian  Leadership  Can 
Change  Our  World. 


'.  Regent 
University 

1000  Regent  University  Drive,  Virginia  Beach,  VA  23464-9800 

800-335-4409  •  www.regent.edu/forbes 
E-mail:  worldchangers@regent.edu 
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Name: 


Address: 
City:  


_ State: 


.  Zip: . 


Phone: 
E-mail: 


-1  I'd  like  to  start  a  Named  Scholarship  at  Regent  University. 

-I  Tel)  me  more  about  Regent  University  and  the  World  Changers  initiative. 

-I  Please  include  information  on  Estate  Planning  and  Planned  Giving. 

Mail  to:  Regent  University,  Office  of  Development 

1000  Regent  University  Dr.,  Virginia  Beach,  VA  23464 


The  Best 
Defense 

The  end  of  the  Cold  War 
brought  on  a  wave  of 
restructuring  in  the  defense 
sector,  but  the  process  is 
far  from  finished. 


BY  HOWARD  BANKS 

THE  INTERNET  BUBBLE  HAS  BURST 
and  the  PC  industry  is  in  a  slump, 
but  aerospace  and  defense  stocks 
are  flying  high.  A  new  Republican  ad- 
ministration in  Washington  is  likely  to 
boost  defense  spending,  and  contrac- 
tors continue  to  juggle  their  product 
portfolios  in  an  attempt  to  maximize 
profitability. 

The  latest  such  deal  is  Northrop 
Grumman's  $5.1  billion  agreement  to 
buy  Litton  Industries.  "There  is  barely 
a  defense  supplier  up  to  the  $250  mil- 
lion sales  level  that  is  not  for  sale," 
says  Frank  Lanza,  chief  executive  of 


\ 1 


1  1 


3 


L-3  Communications. 

European  firms  now  have  more  free- 
dom to  invest  in  U.S.  defense  firms.  The 
number  of  deals  in  the  sector  hit  a  record 
in  2000:  an  estimated  $75  billion  in  total. 

Even  with  recently  improved  prices 
of  defense  stocks,  acquisition  targets  are 
still  pretty  cheap  compared  with  prices 
12  to  18  months  ago.  IBES  International 
reports  that  defense  stocks  sell  for  25 
times  estimated  year  2001  profits. 

The  table  below  groups  defense 
stocks  as  possible  acquirers,  possible  tar- 
gets and  companies  that  could  go  either 
way.  Harris  Corp.,  for  example,  has 


Military-Industrial  Feeding  Frenzy 


The  defense  sector  hasn't  finished  consolidating  and  restructuring.  Relatively  low 
enterprise  values  and  estimated  P/Es  could  put  several  of  these  stocks  into  play. 


2001 

Enterprise 

Recent 

Change  from 

estimated 

value1 

Company 

price 

52-week  high 

PIE 

($bil) 

SHARKS 

BFGoodrich 

$34.69 

-20% 

10 

$6.0 

General  Dynamics 

75.19 

-4 

17 

15.6 

L-3  Communications 

76.00 

-4 

27 

3.6 

Northrop  Grumman 

77.94 

-17 

9 

6.7 

Thales* 

47.84 

-4 

18 

7.7 

United  Technologies 

79.75 

-2 

20 

41.2 

BAIT 

Harris 

30.44 

-23 

22 

2.0 

ITT  Industries 

37.31 

-2 

11 

4.2 

Litton  Industries 

79.88 

-1 

16 

4.9 

Raytheon 

29.94 

-16 

18 

19.8 

Rockwell  International 

46.13 

-15 

15 

9.2 

NEITHER  FISH  NOR  FOWL 

BAE  Systems 

22.00 

-19 

13 

17.6 

Lockheed  Martin 

33.26 

-11 

26 

24.2 

Prices  as  of  Dec.  27.  'Market  capitalization  plus  debt,  minus  cash,  formerly  Thomson-CSF 

Sources;  Bloomberg  Financial  Markets;  IBES  International  and  Market  Guide  via  FactSet  Research  Systems. 


slimmed  to  two  operations  since  1998— 
defense  communications  (sales,  $75(1 
million)  and  commercial  telecommuni- 
cations ($1  billion).  Despite  these  efforts 
Harris  has  a  mediocre  8%  operating 
margin  and  a  net  loss  of  $19  million  ovej 
the  last  12  months. 

Harris  has  an  enterprise  value — com 
mon  market  value  plus  debt,  minu^ 
cash — of  $2  billion.  That  is  what  a  hypo- 
thetical acquirer  would  pay  to  own  the 
enterprise  outright,  at  today's  stock  prices, 
A  real-life  acquirer  would,  of  course,  have 
to  pay  a  premium  to  get  the  stock. 

The  Europeans,  in  particular,  are- 
potential  acquirers.  EADS  (the  gianH 
Franco-German  merger  that  includes 
80%  of  Airbus  Industrie)  is  working 
with  L-3  to  buy  American  firms.  Mean 
while,  L-3  is  working  with  Thales  (for 
merly  Thomson-CSF)  on  a  joint  deal 
involving  an  L-3  subsidiary  making  ain 
traffic  control  equipment. 

In  the  U.S.,  Raytheon  continues  tq 
sell  nondefense  assets  and  is  about  to 
put  its  $100  million  (sales)  consumer 
marine  electronics  unit  on  the  block. 
Raytheon  is  also  asking  $4  billion  for  itsl 
aircraft  unit.  Raytheon  sells  for  18  timesi 
estimated  year  2001  profits  and  has  an 
enterprise  value  of  $19.8  billion. 

Rockwell  International  plans  to  spin 
off  its  $2.4  billion  (sales)  avionics  and 
radio  group,  with  the  intent  of  making) 
the  radio  group  more  attractive  to  an 
outside  acquirer. 

For  more  data  on  these  companies, 
see  www.forbes.com/012201stock 
focus.  F 
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Automotive 
Acura 

www.acura.com 
1-800-TO-ACURA 
American  Honda  Motor 
Company 

www.honda.com 
1-800-33-HONDA 


atii 
m 

i  Communications 

.  \Cisco  Systems 

www.cisco.com 

typ 

Computer/Technology 

Aperian 

www.Aperian.com 
1-800-840-1594 
ViewSonic  Corp. 

■  jwww.viewsonic.com 

ldi 
b 

Consumer  Products/Services 

> Lexus 

www.lexus.com 
1-800-USA-LEXUS 
Lincoln  Mercury 
www.lincolnvehicles.com 
i  Nissan 
\  www.nissandriven.com 
Toyota  Motor  Sales  USA 
i' www.toyota.com 
1-800-GO-TOYOTA 


T.  Rowe  Price 

www.troweprice.com 

Hotels 

Hilton  Hotels 

www.hilton.com 

Insurance  &  Financial 
Services 

AFLAC 

www.aflac.com 
1-800-99-AFLAC 


Software 

Microsoft  Windows 

www.microsoft.com 
Peoplesoft 

www.peoplesoft.com 
Sybase 

www.sybase.com 


Financial  Services 

Charles  Schwab 

www.schwabwelcome.com 

1-800-5-NO-LOAD 

Prudential 

www.prudential.com 
1-800-THEROCK 


Business  Classified 

Capital  Asset  Management 

www.assetprotection.com 
1-800-710-0002 
Delaware  Business  Inc. 
www.e-incorporate.com 
1-800-423-2993 
Delaware  Registry 
www.delreg.com 
1-800-321 -CORP 
EC  NEXT 
www.ecnext.com 
Kaplan  College 
www.kaplancollege.edu/fp 
Kiawah  Island  Great 
Beach  Vacations 
www.kiawah.com 
1-800-247-5050 


The  Loan  Consultants,  Inc. 

www.loanconsultants.com 

Steven  Sears  CPA/Attorney. 

1-714-544-0622 

www.searsatty.com 

Value  Line 

www.valueline.com 

Worldwide  Business 

Consultants 

1-800-733-2191 


Tampa:  Business  of  the  Bay 

Office  of  the  Mayor  •  Tampa 

www.ci.tampa.fl.us/mayor 

Office  of  the  Mayor  -  St. 

Petersburg 

www.  stpete.org/mayor.  htm 

St.  Petersburg 

www.stpete.org 

Hillsborough  County 

Government 

www.hillsboroughcounty.org 

Progress  Energy 

www.progress-energy.com 

QuadraComm,  Inc. 

www.quadracomm.com 
Stetson  University  College 
of  Law 

www.law.stetson.edu 

St.  Petersburg/Clearwater 

Area  Convention  &  Visitors 

Bureau 

www.floridasbeach.com 
TECO  Energy,  Inc. 
www.tecoenergy.com 
University  of  Florida 

www.usf.edu 


STREETWALKER 


All  Tanked  Up 

DIAGEO,  THE  LONDON-BASED  SPIRITS  VENDOR 
(Guinness  stout,  Smirnoff  vodka  and  Johnnie 
Walker  scotch),  is  hitting  the  booze  even  harder 
lately.  Along  with  France's  Pernod  Ricard, 
Diageo  (NYSE:  DEO)  is  buying  Vivendi's 
Seagram  drinks  unit;  Diageo  walks 
away  with  such  storied  brands  as 
VO  Canadian  whiskey  and  Cap- 
tain Morgan  rum.  That  will 
boost  its  already  indus- 
try-leading 23%  of  the 
global  spirits  mar- 
ket to  28%.  At  the 
same  time  Diageo 
is  unloading  the 
slower-growing 
food  businesses, 
selling  Pillsbury 
to  General  Mills 
and  spinning  off 
Burger  King. 

This  en- 
hanced market 
power  has  Peter 

Vlachos  and  David  Rappa,  who  run  the  $35  million  Austin  Global  Equity  Fund, 
primed  for  cocktails.  They  also  are  enthused  that  Diageo  emerges  with  a 
stronger  balance  sheet.  The  $10.5  billion  from  the  Pillsbury  sale  will  more  than 
pay  for  its  part  of  the  Seagram  deal  ($5  billion)  and  whittle  down  long-term 
debt  as  well. 

At  a  recent  $40,  Diageo's  American  Depositary  Receipts  aren't  cheap,  al- 
though at  1 9  times  trailing  earnings  they  still  lag  the  S&P  500's  multiple  of  25. 
Don't  worry  too  much  about  currency  translation  issues,  says  Vlachos: 
While  most  of  Diageo's  costs  are  tied  to  the  downtrodden  euro,  60%  of  rev- 
enue comes  from  the  U.S.  — Michael  Maiello 


Diageo  controls  more  and  more  of  the  bar. 


Good-bye, 
Mr.  Chips 

IN  2000,  CAPITAL  SPENDING  IN  THE 
semiconductor  industry  rose  65%  to 
$50  billion.  But  the  fun  stops  there  for 
producers  of  chipmaking  gear,  says  Eric- 
Ross,  an  analyst  for  Thomas  Weisel 
Partners. 

Ross  points  out  that  prices  for 
DRAM  chips  are  much  lower  than  ex- 
pected, and  that  big  chipsters  Intel  and 
Taiwan  Semiconductor  have  stock- 
piled equipment.  As  a  result,  this  year's 


capital  spending  could  fall  from  last 
year's  level.  Ross  fears  chip-gear  sector 
valuations  could  drop  to  historical 
lows  of  1.5  to  2  times  trailing  sales  and 
2  times  book  value. 

In  that  case,  the  most  vulnerable 
player  is  Applied  Materials  (Nasdaq: 
AMAT).  The  company's  shares,  at  $39 
or  16  times  trailing  earnings,  have 
held  up  best  among  its  peer  group. 
But  with  the  stock  trading  at  a  still- 
rich  3.4  times  sales  and  4.25  times 
book  value,  it  has  some  room  to  fall. 
Cover  at  $25. 

— Christopher  Hehnan 


Scoring  Drugs 

A  CORNUCOPIA  OF  NEW  DRUGS  Ahj 
an  aging  population  mean  bonanza  tin 
for  pharmaceuticals,  from  pillmakers 
pill-sellers.  Among  the  latter,  the  stan< 
out  is  CVS,  says  George  Thompson, 
Prudential  Securities  analyst. 

With  4,000  outlets,  the  drugstoi 
chain  is  second  in  sales  volume  behin 
Walgreen — and  getting  bigger.  That 
important  because  among  retail  dru 
sellers,  size  matters:  It  gives  them 
stronger  position  when  negotiatir 
payment  rates  with  HMOs.  CVS  (NYS: 
CVS)  has  a  strong  track  record  of  su< 
cessfully  integrating  acquisitions,  as  \ 
its  1997  Revco  purchase,  which  doi 
bled  CVS'  size.  As  for  internal  growtl 
CVS  reported  a  10%  gain  in  same-stoi 
sales  for  November. 

At  $59  and  34  times  trailing  earr 
ings,  CVS  is  no  great  bargain.  But  give 
its  heady  growth  potential,  Thompso 
argues,  the  price  is  justified.  This  sui 
beats  Walgreen's  56  multiple. 

— Daniel  Krug 

Debt  Driven 

PLAYTEX  PLAYS  IN  A  COUPLE  OF  VEF| 
competitive  arenas:  tampons  (versi; 
Procter  &  Gamble's  industry-leadin 
Tampax)  and  infant-care  products  lik 
Chubs  baby  wipes  (versus  Kimberry 
Clark's  Huggies  wipes).  The  compan 
lowered  earnings  forecasts  twice  i 
2000,  provoking  a  40%  share-pric 
tumble  to  $9. 

Yet  Robert  Kirkpatrick  of  Cardin 
Capital  likes  Playtex's  (NYSE:  PYX)  al 
fordable  P/E  of  12  times  trailing  earn 
ings,  half  of  its  rivals'.  Wall  Street  ma 
worry  about  Playtex's  high  debt  loa> 
from  its  myriad  acquisitions — 62%  c 
capital.  Kirkpatrick  thinks,  though 
that  the  $350  million  chunk  of  ban 
debt  due  in  2003  will  force  a  lucrativ 
sale  to  someone  like  Unilever. 

Chairman  Robert  Haas  owns  33°/ 
through  his  Dallas-based  Haas,  Whea 
&  Partners  investment  fund  and  proba 
bly  wants  to  liquidate  his  position,  say 
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Kirkpatrick.  Ditto  San  Francisco  in- 
vestor Richard  Blum,  husband  of  U  S 
Senator  Dianne  Feinstein;  he  has  22%. 
Neither  could  be  reached  for  comment. 

— Daniel  Fisher 

Stocked  Fresh 


;sto  (NEITHER  AN  ECONOMIC  DOWNTURN 
ciiQinor  a  Bush  living  in  the  White  House 
can  curb  demand  for  broccoli.  So 
flrjiAbhay  Deshpande,  a  First  Eagle  Sogen 
Global  Fund  analyst,  says  now  is  the 
iatiijitime  to  buy  Dole  Foods,  the  world's  top 
•producer  of  fruits  and  vegetables. 

Dole  (NYSE:  DOL)  is  cheap  thanks  to 
high  fuel  costs,  a  depressed  euro  and 
iff  shriveled  European  banana  prices.  The 


Dole  moves  produce,  good  economy  or  bad. 

ongoing  tiff  between  the  U.S.  and  the 
European  Union  over  banana  import 
quotas  hasn't  helped.  That  all  crimped 

2000  profits,  culminating  in  a  $7  mil- 
lion third-quarter  loss.  Result:  Dole's 
stock  fell  23%  from  its  yearly  high  in 
March,  to  a  current  $14 — for  a  P/E  of  9. 

Declining  energy  costs  and  a  reviv- 
ing euro  as  the  U.S.  economy  slows 
should  turn  things  around.  According 
to  analysts'  consensus  forecasts,  earn- 
ings per  share  should  grow  24%  in 

2001  to  $1.80.  Meantime  the  company 
is  branching  out  into  higher-margin 
businesses  like  fresh-cut  salads  and 
fruits.  — Nathan  Vardi 

Find  past  Streetwalkers  at  www.forbes.com/ 
streetwalker  or  use  your  :CueCat  de\nce  on  the  ate 
code  below  to  take  you  there  instantly. 
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A  Gift  for  Every  Occasion! 


"By  necessity,  by  proclivity, 
and  by  delight,  we  all  quote." 

—RALPH  WALDO  EMERSON 

"Life  begets  life.  Energy  creates 
energy.  It  is  only  by  spending 
oneself  that  one  becomes  rich.  " 

—SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plu< 
shipping  and  handling.  [C1 4] 
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THE  OVERALL  MARKET  , 

i  2-week  performance  81 
I  as  of  12/27/00 


i  Barra  All-US  Index1 

-3.1% 

i  S&P  Barra  Growth  Index2 

-6.8 

\  S&P  Barra  Value  Index3 

Z.l 

i  Dow  Jones  industrials 

0.1 

S&P  500 

-2.3 

1  EAFE4 

-0.8 

1  Forbes  Internet  Index 

21.8 

1  Forbes  40  Index  (total  return) 

5.4 

— Barra  All-US  Index  of  10,000  stocks 
— 200-day  moving  average 

Market  value:  $15.6  trillion 
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INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Dec.  27. 

ACTUAL   2000  ESTIMATE  

1999  Latest  Mean  4-wkchg 


30-year  Treasury  yield  (%) 


3-month  Treasury  yield  I 


6.48 


5.45 


5.33 


5.78 


5.73 


-2.6 


6  13 


-3.3 


Federal  funds  watch 

Last  action;  May  16,  2000,  +50  basis  points.  Current  rate:  6.5%. 
Next  Federal  Reserve  meeting:  Jan.  31,  2001. 


SPECIAL  STOCK  FOCUS 


Until  May  the  housing  industry  was 
growing  at  a  robust  pace,  but  many 
stocks  in  this  sector  have  been  under 
pressure  ever  since  the  Federal  Reserve 
started  raising  interest  rates  in  June 
1999.  If  the  Fed  starts  cutting  rates,  this 
industry  could  continue  to  prosper.  The 
stocks  below  trade  at  no  more  than  14 
times  estimated  2001  profits. 

Recent  20016 
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Estimated 
Year  P/E 

EPS  change  Expected 

versus  year-to-year 
3  months  ago  EPS  growth 

S&P  500 

2000  22 

-2.2%  17% 

2001  21 

-7.2  7 

MSCI  World-ex  US4 

2000  25 

0.0  30 

2001  22 

-0.9  14 

IBES  estimate  increases/decreases- 

2000  2001 

S&P  500 

0.30  0.21 

MSCI  World-ex  US4 

0.97  0.97 

Rising  estimates 

Falling  estimates 

Estonia 

Czech  Republic 

Pakistan 

Indonesia 

Russia 

Korea 

Slovakia 

Mexico 

Slovenia 

Thailand 

Source:  IBES  International  Inc 

David  Elias,  president  of  Elias  Asset 
Management,  sees  short-term  interest 
rates  (federal  funds)  falling  by  at  least 
25  basis  points  by  the  end  of  the  first 
quarter.  According  to  Elias,  this  will 
propel  the  Dow  to  12,000  by  midyear. 

WHAT  THE  FUNDS  ARE  BUYINfi  ANP  SElUNfi 


FORRES  INTERNET  UNIVERSE5 


Index 

Value 

Recent 

46.7 

12/1/00 

52.9 

Companies 

335 

335 

Valuations 

Stock  price/sales 

2 

2 

Market  value  ($bil) 

$321 

$364 

Sales/employees  ($thou)  $195 

$175 

12-month  sales  growth 

141% 

196% 

2000  estimates 

Sales  total  ($bi!) 

$55.7 

$57.2 

Stock  price/sales 

2 

2 

P/E 

55 

56 

Sources:  Forbes;  Market  Guide  and  IBES  Internationai 
via  FactSet  Research  Systems. 

Company  price 

EPS  P/F 

Centex  $37.19 

$4  84  8 

DR  Norton  24.88 

3.16  8 

Ethan  Allen  Interiors  32.94 

2.36  14 

Furniture  Brands  Intl  20.63 

2.26  9 

La-Z-Boy  15.75 

159  10 

Leggett&  Piatt  1763 

1.41  13 

Pufte  41.19 

5.43  8 

Buying 


Selling 


Price 

EPS7 

Price 

EPS7 

Corporate  Executive  Board 

$34  38 

$0  55 

Albertson's 

$25.44 

$2.12 

Energy  Conversion  Devices 

21.44 

-0.71 

Flowers  Industries 

15.69 

1.01 

Interactive  Intelligence 

23.50 

0.00 

ResMed 

39.31 

0.85 

Intercept  Group 

26.38 

0.82 

Sylvan  Learning  Systems 

14.94 

0.55 

Pulitzer 

47.00 

1.81 

UnionBanCal 

23.94 

3.14 

GEstimate. 

Sources:  IBES  International  and  Interactive  Data  Corp.  via 
FactSet  Research  Systems;  IBES  Express. 


'Year  2001  estimate  Source  Idayo  com 

The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks  Source:  Morgan  Stanley  Capital  International. 
^Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100  Index  ratios  and  growth  rates  are  medians. 


ze  www.forbec.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
•ports.  Or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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_  Jhe  U.S.  EcottomyL__ 

Automobile  sales1  (mil) 
Capacity  utilization  (%) 


FORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


New  housing  starts2  (thou) 


Retail  sales3  (Soil) 
Trade  balance4  ($bil) 


Unemployment  rate5 


Gross  domestic  product  (%  chg) 


Inflation 

CPI  services  (unadjusted )(%  chg) 


CP!  total  (unadjusted )  (%  chg) 


Prices 


CRB-Bridge  spot  indexes 


Gold  per  troy  ounce  ($) 


Oil/bbl  W  Texas  Intermediate  ($) 


Currency 


German  marks  per  dollar 


Yen  per  dollar 


Dollars  per  euro 


ACTUAL 

1999  Latest 


17.4 


18.0*  nov 


81.1 


81.6 


nov 


1,663 


1,598*  p  nov 


2,246 


2,419*  p  nov 


-268 


-353*  p  oct 


4.1 


4.0 


nov 


4.2 


2.26 


3Q 


2.7 


3.7*  nov 


2.6 


3.4*  nov 


227.25 


223.61 


288.50 


275.20 


25.60 


26.48 


1.94 


2.10 


102 


114 


1.01 


0.93 


2000  ESTIMATE 

Mean      4-wk  chg 


17.2 


-0.7% 


81.5 


-0.5 


1,590 


-0.9 


2,434 


-0.1 


385 


-1.3 


4.0 


0.0 


5.0 


-4.8 


3.6 


-1.4 


3.4 


-0.9 


223.60 


0.0 


276.70 


-1.7 


27.94 


-6.5 


2.15 


-5.7 


112 


3.3 


0.89 


4.7 


Wayne  Ayers,  chief  economist  at  Fleet 
Boston  Financial,  says  the  recent  slowdow 
in  third-quarter  gross  domestic  product,  t 
2.2%  annualized  growth,  is,  in  part,  due  to 
curb  in  spending  by  consumers  worriei 
about  interest  rates  and  their  effects.  In  th 
third  quarter  personal  consumption  rose  a 
a  seasonally  adjusted  annual  rate  of  4.5° 
versus  5%  in  I999's  third  quarter.  Ayer 
says  that  even  if  the  Federal  Reserve  cut 
interest  rates  soon,  personal  consumptioi 
will  remain  weak  in  the  first  half  of  2001 

Closeup:  Growth  in reaLpersonal  consumption.^ 


Quarterly  at  annual 
rates. 


Source:  Bureau  of 
Economic  Analysis. 

1999 

01        0.2        Q3  0.4 

Forbes  Index:  Currer 


01 


2000 
0.2 


03 


EARNINGS  SURPRISES 


Oil  and  gas  companies  continue  to  top  StarMine's  list  of 
positive  earnings  surprises  expected  in  the  fourth  quarter. 
Burlington  Resources,  for  example,  is  expected  to  beat  the  IBES 
consensus  estimate  of  96  cents  a  share  by  15  cents.  Airlines, 
on  the  other  hand,  could  come  up  short  of  their  fourth-quarter 
consensus  forecasts.  StarMine's  SmartEstimate  for  UAL,  parent 
of  United  Airlines,  calls  for  the  company  to  lose  $3.32  a  share 
versus  the  IBES  consensus  of  a  loss  of  $2.97. 


Company 


IBES     StarMine  Expected 
consensus   Smart-  report 
Price    estimate7  Estimate7  date 


Positive  Exoected  Surprises  or  Revisions 

Amerada  Hess 

$73.88 

$2.79 

$2.94 

1/22/01 

Anadarko  Petroleum 

72.24 

1.46 

1.56 

1/26/01 

Burlington  Resources 

52.13 

0.96 

1.11 

1/17/01 

Golden  West  Financial 

68.75 

0.91 

0.93 

1/16/01 

Occidental  Petroleum 

25.50 

0.96 

1.05 

1/25/01 

Vintage  Petroleum 

23.00 

0.98 

1.09 

2/22/01 

Negative  Exoected  Sunrises  or  Revisions 

AK  Steel  Holding 

8.56 

0.22 

0.14 

1/23/01 

FleetBoston  Financial 

37.00 

0.85 

0.82 

1/16/01 

Scotts 

36.13 

-1.69s 

-1.93 

1/29/01 

UAL 

35.88 

-2.97 

-3.32 

1/19/01 

Union  Pacific 

52.63 

0.98 

0.91 

1/22/01 

United  States  Cellular 

52.54 

0.35 

0.23 

1/29/01 

MUTUAL  FUND  SPECIAL  FOCUS 


Upper's  small  cap  value  index  averaged  a  19%  total  return  through 
late  December  versus  an  8%  drop  in  the  S&P  500.  The  no-load  small 
cap  value  funds  returned  an  average  34%  over  this  period. 


 TJ1TA1REIUJ 

IU9 

Assets 

Fund 

3  year10 

lyear 

YTD 

($mil) 

American  Cent  Small  Cap  Value 

NA 

42.1% 

40.3% 

$66 

Ariel 

11.4% 

30.3 

29.7 

230 

Neuberger  Berman  Genesis 

10.4 

36.0 

34.2 

754 

PBHG  Small  Cap  Value 

18.3 

36.1 

33.7 

197 

Wasatch  Small  Cap  Value 

22.4 

31.7 

30.3 

51 

'Through  Dec.  28.  "Annualized.  NA:  Not  available. 
Sources:  Upper  Inc.:  Morningstar 


"Only  companies  with  business  merit  remain  in  the  IPO  pipeline," 
says  Linda  Killian,  portfolio  manager  of  Renaissance  Capital's  IPO 
Plus  Fund.  Killian  sees  the  IPO  market  picking  up  in  late  January. 

Company/business 

OFFERING 

Share      Size  Sales11 
price  ($)  (Smil)  ($mil) 

Adexa/commerce  software 

$12-14  $52 

$43 

ATP  Oil  &  Gas/oil  &  gas  develop  &  prod 

15-17  120 

71 

Cascade  Microtech/semiconductor  testing  equip 

NA  NA 

63 

General  Maritime/crude  oil  transport  svcs 

NA  NA 

83 

Trinagy/network  performance  software 

NA  NA 

10 

"Latest  12  months.  NA:  Not  available.  Source:  Renaissance  Capital. 

Data  as  of  Dec.  27.  'Fourth  quarter.  "Fiscal  first  quarter.  Sources:  StarMine:  IBES 
International  and  Interactive  Data  Corp.  via  FactSet  Research  Systems. 


"12  months  p:  preliminary,  r:  revised.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source. 
Ward's  Automotive  Yearbook.  Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding 
auto  sales,  seasonally  adjusted.  ''Total  goods  and  services,  seasonally  adjusted.  'Percent  of  civil 
ian  labor  force.  6Quarterly  change,  annualized  Source  Bridge  Information  Systems 
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Portfolio  Strategy  ByJCenneth  L^FisheL 


Tech  2001 


'tie  ; 
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EOPLE  KEEP  ASKING  IF  THE  TECHNOLOGY 
drubbing  is  over — or  will  be  soon.  As  long  as  folks 
keep  asking,  you  don't  have  to.  It  isn't  over  until 
they  stop  asking.  The  end  is  silent.  Make  no  mis- 
take, this  is  the  middle  of  the  bursting  of  a  classic 
sector  bubble.  That  should  now  be  obvious  to  most.  Less  ob- 
vious is  how  these  things  end. 

It  is  somewhat  paradoxical,  but  sometimes  a  big  sector 
correction,  such  as  the  27%  drop  in  the  Russell  2000  Small- 
ij  Cap  Growth  index  over  ten 
months  in  1990,  takes  less 
time  than  a  small  correction, 
such  as  the  1 7%  drop  over  1 5 
months  in  1997-98.  Either 
way,  the  correction  takes  a 
long  time  as  investors  first  ab- 
sorb the  initial  downward 
shock,  then  overreact. 

My  Mar.  6  column  was  de- 
voted to  showing  you  that  the 
structural  qualities  of  this  sector  bubble  are  almost  identical 
to  those  of  the  1980  energy  bubble,  and  that  the  1981-82 
bursting  was  a  great  road  map  for  the  present  situation.  So 
far  it  has  been. 

My  May  29  column  detailed  how  the  first  downdraft  is 
followed  by  a  recovery  of  50%  or  so  of  the  lost  ground. 
Three  or  four  more  downdrafts  then  alternate  with  partial 
recoveries,  which  abort  in  months.  For  tech,  the  first  of  those 
recoveries  was  June  through  September. 

This  goes  on,  hitting  lower  lows,  until  fully  half  those 
who  jumped  on  the  momentum  play  conclude  they  never 
need  to  own  another  tech  stock  for  the  rest  of  their  lives. 
Longtime  tech  devotees  won't  bolt,  but  most  newer  adher- 
ents to  the  religion  will  become  absolute  atheists.  They'll  sell, 
suffering  real  losses.  Only  then  is  the  slide  at  an  end. 

Thus  far  this  drop,  which  started  in  March,  is  about  ten 
j  percentage  points  steeper  and  running  five  months  faster 
"  than  its  1981-82  twin.  But  that  will  slow.  Note  that  the  1981  - 
82  drop  took  25  months  to  end.  There  is  painfully  plenty  of 
time  ahead — maybe  another  5  to  15  months. 

If  you're  still  overweight  in  technology,  use  the  partial  re- 
covery to  lighten  up.  By  that  I  mean:  If  you're  managing 
your  portfolio  against  the  S&P  500,  where  tech  is  27%  of  the 
U.S.  market,  you  might  reduce  your  tech  weight  to  some- 
thing like  16%.  If,  as  this  column  does,  you  manage  against 


There's  more  pain 
ahead.  How  much 
longer  will  the  tech 
slide  last?  From  5 
to  15  more  months. 


the  world  via  the  Morgan  Stanley's  World  index  (see  "Amer- 
ica Versus  the  World,"  Nov.  27,  2000),  where  technology  is 
21%,  then  have  12%  in  tech. 

Why  have  any  technology  stocks  at  all?  Because  among 
portfolio  management's  most  basic  rules  is:  Always  know 
that  you  may  be  wrong  and  that  you  must  come  out  okay 
even  when  you  are.  If  I'm  dead  wrong  and  tech  soars,  own- 
ing none  of  it  will  make  you  very  sorry.  You  would  not  be 
able  to  beat  your  index  with  just  the  nontech  stocks,  which 

will  lack  the  needed  oomph  to 
catch  up.  If  I'm  right  about 
technology,  underweighting 
the  sector  will  enable  you  to 
beat  your  benchmark. 

Finally,  among  techs,  own 
only  the  biggest  and  highest  in 
quality.  From  the  March  peak 
through  November  America's 
15  largest  tech  stocks  (mea- 
sured by  their  March  market 
caps)  were  down  35%,  versus  45%  for  the  Nasdaq  Compos- 
ite. But  more  important,  they  didn't  implode  the  way  many 
of  the  tiny  tech  stocks  did.  And  they  won't. 

When  tech  falls,  the  best  stocks  in  the  short  term  are 
those  that  have  what  is  called  an  inelastic  demand  for  their 
products.  That  means  if  they  raise  product  prices,  con- 
sumers buy  less,  but  not  much  less.  Think  of  drugs,  tobacco 
and  (to  a  lesser  extent)  energy.  Linking  tech  with  drugs  is  a 
perfect  example  of  blending  stocks  that  are  short-term  neg- 
atively correlated.  When  tech  zigs,  drugs  zag. 

Among  drugs  right  now  I  like:  Germany's  Schering  (57, 
SHR,  www.schering.de),  formerly  part  of  Schering-Plough. 
It  is  a  new  stock,  but  it  has  longstanding  strengths  in  a  wide 
array  of  drug  categories,  with  particular  power  in  birth  con- 
trol. The  global  overpopulation  problem  won't  go  away,  so 
the  need  for  contraception  will  grow.  Despite  drug  industry 
consolidation,  this  recently  divorced  company  is  well- 
equipped  to  prosper  on  its  own. 

Akzo  Nobel  (53,  AKZOY,  www.akzonobel.com)  combines 
drugs  and  chemicals.  It  is  also  the  world's  largest  paint- 
maker.  If  Akzo  stock  doesn't  rise,  don't  worry.  It's  also 
among  the  world  leaders  in  antidepressants. 

Danish  Novo-Nordisk  (89,  NVO,  www.novo.dk)  is  the 
world's  largest  insulin  maker.  At  20  times  trailing  earnings 
and  2.3  times  sales,  it  is  cheap.  F 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  manager, 

Find  past  columns  at  www.forbes.com/fisher  or  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take 
you  there  instantly. 
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Financial  Strategy  By  A.Gary  Shilling 

Foul  Disclosure 


A YEAR  AGO  SEC  CHAIRMAN  ARTHUR  LEVITT  SAID 
that  corporate  managements  should  make  mar- 
ket-moving data  available  to  everyone  at  once,  not 
initially  just  to  friendly  analysts.  Analysts  all 
yawned.  But  when  the  SEC  issued  Regulation  FD 
(for  Fair  Disclosure)  last  October,  Wall  Street  yelled  "Foul!" 

Analysts  argue  that  corporate  managements  will  simply 
clam  up  rather  than  risk  violating  Reg.  FD  or  enduring  open 
conference  calls  and  endless  meetings  that  pepper  them  with 
small  investors'  trivial  ques- 
tions and  negative  analysts' 
embarrassing  queries.  Others 
argue  that  without  "guidance" 
for  analysts,  sales  and  earnings 
estimates  will  be  less  accurate. 

Before  you  join  the  Reg.  FD 
bashers,  however,  consider  the 
facts.  Many  Wall  Street  ana- 
lysts, especially  the  highly  paid 
superstars,  have  been  so  busy 
finding  and  promoting  corporate  finance  deals  that  they 
spend  little  time  on  serious  company  analysis.  Instead,  they 
lamely  rely  on  their  good  relations  with  corporate  manage- 
ments to  feed  them  information.  The  analysts  end  up  as 
shills  for  the  companies  they  cover,  doubly  so  when  their 
firms  have  corporate  finance  relationships  (see  my  Nov.  1, 
1999  column,  "The  Bullish  Bias"). 

Despite  corporate  guidance,  Wall  Street  analysts  were 
still  bagged  often.  If  analysts  are  already  blind,  how  can  Reg. 
FD  hurt  them  more?  They  were  shocked  by  the  bad  news 
from  Procter  &  Gamble  on  Mar.  6,  2000  that  cost  the  stock 
30%  that  day.  A  negative  profits  warning  from  Honeywell  in 
June  took  the  stock  down  29%  in  three  trading  days.  Ana- 
lysts were  also  oblivious  to  trouble  at  Intel  that  slashed  the 
stock  22%  on  Sept.  21,  and  at  Home  Depot  (-29%  on  Oct. 
12),  Globalstar  (-60%  on  Oct.  30),  VA  Linux  (-42%  on  Nov. 
6),  and  Ann  Taylor  (-30%  on  Nov.  30). 

But  rest  assured  that  chaos  is  not  coming.  Investors  want 
predictable  results,  and  it's  in  managements'  best  interest  to 
keep  them  informed  even  though  the  format  will  change. 
Already,  cozy  dinners  with  cheerleading  analysts  are  being 
replaced  by  conference  calls  that  also  are  carried  online. 

And  some  analysts  will  be  helpful  to  you.  In  fact,  the  pro- 
fession will  neatly  divide  into  two  groups.  One  will  be  the 
shills,  the  other  will  be  the  sleuths. 


The  SEC's  new  rule 
on  full  disclosure 
will  prompt  more 
analysts  to  be 
hard-nosed. 


As  an  investment  banker  in  analyst's  clothing,  consider 
Anthony  Noto  of  Goldman  Sachs.  On  May  31  he  ranked  32 
e-commerce  companies  into  3  groups  in  terms  of  likely  sur- 
vival. Of  the  8  winners,  all  except  Amazon.com  were  Gold- 
man Sachs  investment  banking  clients.  Only  one  of  the  9 
middle  tier  and  none  of  the  1 5  losers  were  in  the  Goldman 
fold.  His  ranking  criteria,  "key  success  factors,"  were  the 
same  ones  the  firm  used  to  pick  companies  to  underwrite.  It 
makes  sense,  Noto  argued,  since  "underwriting  criteria  are 

research-based." 

Maybe  so,  but  it's  telling 
that  his  winners  and  losers 
have  performed  almost 
equally  badly.  If  you  bought 
his  winners  on  June  1,  by  Dec. 
26  you  had  lost  an  average 
73%.  With  the  15  losers  the 
average  loss  was  72%.  Noto 
contends  rather  unconvinc- 
ingly  that  his  winners  list 
shouldn't  be  viewed  as  buy  recommendations.  And  he  in- 
sists he  has  nothing  to  do  with  picking  initial  offering 
clients,  although  he  admits  the  firm  won't  go  forward  with  a 
deal  if  he  doesn't  like  the  company. 

The  second  school  of  analysts  will  have  no,  or  minor,  rela- 
tionships with  corporate  managements,  and  will  earn  their 
salt  through  unbiased  opinions.  Their  ranks  will  swell  if  in- 
vestors see  they  are  the  only  alternative  to  corporate  finance 
touts,  and  will  pay  for  insightful  and  independent  assessments. 

Institutional  investors  are  well  aware  of  Street  analysts' 
biases,  and  rely  on  them  as  pipelines  to  corporate  manage- 
ments while  doing  most  of  the  hard  analysis  in-house.  With 
Reg.  FD  now  making  corporate  data  available  to  all,  institu- 
tions may  well  shift  their  support  to  independent  analysts. 

Those  stout-hearted  souls  who  show  independence  by 
being  negative  include  Holly  Becker  of  Lehman  Brothers.  She 
touched  off  a  9%  decline  in  Yahoo  in  September  by  noting 
the  decline  in  the  firm's  ad  revenue.  In  October  she  voiced 
similar  concerns  for  AOL  at  an  internal  Lehman  meeting  that 
was  picked  up  in  the  press,  costing  the  stock  17%. 

So  investors  must  determine  into  which  group  an  ana- 
lyst falls.  How?  Compare  a  list  of  recommended  stocks  and  a 
roster  of  current  and  prospective  investment  banking 
clients.  Then,  cross  off  the  companies  that  appear  on  both 
lists  and  only  read  the  analysts'  reports  on  what's  left.  F 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants,  investment  advisers  and 
publishers  o/Insight  Find  past  columns  at  www.forbes.com/shilling  or  use  your  -.C.ueCat  device  on  the 
cue  code  ( right)  to  take  you  there  instantly. 
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MONEY  &  INVESTING 


YesT  But  By  James  Grant 

Diving  Into  Amazon 


THE  GREAT  BULL  MARKET  IN  STOCKS  COINCIDED 
with  a  deep  bear  market  in  securities  analysis. 
Prosperity  never  improves  the  quality  of  what 
Wall  Street  is  pleased  to  call  "research."  Recently 
it  hit  rock  bottom. 
Before  Christmas  a  pair  of  Credit  Suisse  First  Boston  an- 
alysts went  slumming  at  an  Amazon  warehouse  in  New  Cas- 
tle, Del.  Working  as  $9-per-hour  merchandise  "pickers," 
Jamie  Kiggen  and  Rick  Vallieres  learned  while  doing — 
plucking  stuff  off  warehouse 
shelves  and  dropping  it  into 
shopping  baskets.  Back  at  the 
office,  they  shared  this  wealth 
of  scientific  observation  with 
their  clients.  They  had  left  as 
bulls,  and  so  they  returned: 
"Customers  are  plentiful  and 
active,  customer- service  levels 

are  high  and  operations  are  jfjjJ^^J^jpf  J 

becoming  more  efficient." 

Very  interesting,  but  absolutely  irrelevant.  What  Kiggen 
and  Vallieres  needed  to  know  was  available  in  Amazon's 
public  documents.  To  show  what  kind  of  financial  research 
might  be  conducted  while  not  working  in  a  warehouse, 
Robert  Tracy,  a  CPA  and  an  analyst  on  the  staff  of 
grantsinvestor.com,  recently  spent  a  single  eight-hour  shift 
examining  the  online  retailer's  income  statement  and  bal- 
ance sheet.  That  was  one-quarter  of  the  man-hours  ex- 
pended on  the  Kiggen-Vallieres  road  trip. 

It's  no  front-page  news  that  Amazon  has  had  troubles, 
but  the  numbers  are  worse  than  many  on  Wall  Street  have  ad- 
mitted. They  reveal  a  surge  in  financial  leverage,  a  collapse  in 
shareholders'  equity,  a  wave  of  dilution  and  a  curious  pat- 
tern in  payables. 

Not  once  leaving  the  office,  Tracy  discovered  that  the  on- 
line retailer  is  holding  its  bills  longer  than  it  used  to,  espe- 
cially at  year-end.  For  instance,  in  1998's  first  quarter,  an  un- 
paid bill  sat  in  Amazon's  in-box  for  an  average  of  46  days;  in 
20Q0's  first  quarter,  52  days.  In  1998's  fourth  quarter,  51 
days;  in  1999's  fourth  quarter,  71  days.  This  is  no  mere  de- 
tail. In  each  of  the  past  four  years,  the  cash  flow  from 
payables  exceeded  the  cash  flow  from  all  other  operating 
sources  combined. 

Bulls  will  commend  the  company  on  imaginative  cash 
management.  Bears  will  accuse  it  of  financial  engineering. 


By  letting  bills 
slide  and  other 
tricks,  the  online 
retailer  dresses  up 
its  f  inancials. 


What  is  not  debatable  is  that,  by  stretching  out  payments 
into  the  new  year,  Amazon  has  presented  a  more  liquid  face 
to  the  world  than  it  could  otherwise  have  done. 

Amazon  is  a  controversial  stock,  and  not  every  broker- 
age-house analyst  is  blind  to  the  bearish  facts.  Ravi  Suria,  of 
Lehman  Brothers,  has  risked  professional  ostracism  to  build 
the  case  that  Amazon  is  running  out  of  cash. 

But  Wall  Street  is  institutionally  compromised.  In  gen- 
eral, since  the  deregulation  of  brokerage  commissions  on 

May  1, 1975,  investors  haven't 
footed  the  bill  for  investment 
research.  Securities  issuers 
have.  And  the  kind  of  "re- 
search" that  most  issuers  pre- 
fer is  the  kind  that  they  would 
write  themselves. 

Gretchen  Morgenson, 
writing  in  the  New  York  Times 
last  month,  exposed  the  syco- 
phancy of  a  half-dozen  of 
Wall  Street's  leading  lights  during  a  conference  call  on 
which  they  spoke  with  the  management  of  computer 
maker  Gateway.  "Of  the  13  analysts  that  asked  questions  on 
the  call,"  Morgenson  reported,  "6  were  careful  to  congrat- 
ulate Gateway  first."  All  in  all,  according  to  Ray  DeVoe,  a 
lifelong  securities  analyst  now  working  at  Legg  Mason 
Wood  Walker,  the  quality  of  sell-side  research  has  never 
been  lower.  In  all  but  name,  analysts  have  become  invest- 
ment-banking salesmen. 

But  it  isn't  just  the  perverse  economic  incentives  that 
have  corrupted  supposedly  truth-seeking  analysts.The  stock 
market  has  been  going  up  for  most  of  the  past  quarter-cen- 
tury. "Markets  make  opinions,"  the  adage  says.  Ergo,  base- 
line opinion  is  bullish. 

Nowhere  is  the  mind-set  of  the  American  investor  more 
clearly  revealed  than  in  the  collective  reverence  toward  Alan 
Greenspan.  The  chairman  is  thought  to  be  able  to  see  into  the 
future  and  improve  it  before  it  happens.  Yet,  a  year  ago,  fear- 
ing a  phantom  millennium  crisis,  he  massively  eased  credit. 
This  year,  in  the  face  of  what  is  shaping  up  as  genuine  trou- 
ble, he  has  tightened  it.  Now  that  business  activity  is  slowing 
and  the  stock  market  is  swooning,  the  6.5%  federal  funds 
rate  is  the  highest  rate  on  the  Treasury  yield  curve. 

In  bull  markets,  people  have  faith;  in  bear  markets, 
doubt.  The  other  way  around  might  be  more  profitable.  F 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 

Find  past  columns  at  www.forbes.com/grant  or  use  your  .CueCat  device  on  the  cue  code  (right)  to  take 
you  there  instantly. 
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culture!  If  you  tire  of  the  Met  or  the  National  Gallery,  it  might  be  time  to  check  out  a  tow  truck 
museum.  Or  maybe  you  would  like  the  Museum  of  Death?  by  dan  koeppel 


IF  YOU  BELIEVE  THE  BULLISH  FORECAST  FROM  THE 
3,000-member  American  Museum  Association,  the 
number  of  visits  to  U.S.  museums  will  have  topped  1 
billion  in  2000,  up  from  865  million  in  1999.  That's 
better  than  three  times  the  number  of  visits  to  na- 
tional parks  every  year  and  nearly  eight  times  the  number  of 
tickets  sold  to  major  league  sports  events.  Only  the  movies 
sell  more  tickets — 1.5  billion  a  year. 

What's  going  on?  Have  the  masses  suddenly  discovered 
art?  Not  exactly.  While  it's  true  that  attendance  is  up  at  well- 
funded,  mainstream  institutions — such  as  New  York's  Met- 
ropolitan Museum  of  Art  or  Los  Angeles'  Getty — the  increase 
has  been  more  pronounced  at  smaller,  more  eccentric  insti- 
tutions. So  much  so,  in  fact,  that  the  public's  very  idea  of  mu- 
seums (and  what  it  wants  from  them)  seems  to  be  changing. 

Last  March,  while  Texans  were  queuing  up  to  celebrate 
the  opening  of  a  grand,  $83  million  addition  to  Houston's 
Museum  of  Fine  Arts,  a  party  of  Lone  Star  refugees  traveled 
to  Los  Angeles.  Though  they  visited  the  Getty,  the  highlight 
of  their  trip  was  the  Museum  of  Death. 

"This,"  said  one  Texan,  eyeing  the  unprepossessing, 
three-room  structure  off  Hollywood  Boulevard,  "is  some- 
thing we  could  not  pass  up."  They  paid  $7  each  to  take  in  the 
Museum's  collection  of  autopsy  photos,  skulls  and  coffins. 


The  tiny  attraction  started  six  years  ago  as  one  room  in  a  San 
Diego  art  gallery,  then  grew  so  popular  it  relocated  to  Holly- 
wood. It  now  generates  enough  money  from  admissions  to 
provide  a  living  for  its  owners. 

What  possible  connection  could  exist  between  Houston's 
MFA,  the  Getty  and  the  Museum  of  Death?  Peter  C.  Marzio, 
MFA  director,  thinks  he  sees  one:  the  very  act  of  collecting. 
"Curiosity  and  classification  are  peculiar  human  traits,"  he 
says.  "They're  what  make  us  want  to  visit  a  museum." 

On  the  wide,  flat  prairie,  70  miles  east  of  Denver,  stands 
Gerald  Chubbuck's  so-called  Genoa  Tower  museum,  a  22- 
room,  60-foot  high  structure  packed  with  literally  tens  of 
thousands  of  curiosities:  dinosaur  bones,  arrowheads,  a  jar 
containing  the  pickled  remains  of  a  two-headed  call  and  one 
of  the  West's  best  barbed-wire  collections.  Chubbuck's  ap- 
proach to  drawing  patrons  is  unusual:  He  has  dragged  a  half- 
dozen  junked  cars  to  his  parking  lot,  causing  it  to  look  at- 
tractively full.  Though  he  gets  visitors,  that  wasn't  his  original 
purpose  for  starting  the  museum:  "I  just  needed  a  place  to 
show  off  my  stuff." 

That's  the  motivating  force  behind  many  small  muse- 
ums— personal  passion.  These  institutions,  says  John  H.  Falk, 
coauthor  of  Learning  From  Museums,  are  a  uniquely  Ameri- 
can phenomenon.  In  Europe  museums  often  house  the  hand- 
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me-downs  of  royalty.  Continental  exhibitions,  while  sumptu- 
ous, tend  also  to  be  stuffy.  Americans  have  little  patience  for 
the  grandiose.  Many  don't  want  to  be  improved  or  uplifted  or 
perhaps  even  educated.  They  want  a  novel  experience,  a  bit  of 
unpretentious  fun. 

"I  guess  nobody  thought  there'd  ever  be  a  tow  truck  mu- 
seum," admits  Mildred  Stearns.  The  fact  that  one  now  ex- 
ists— the  International  Towing  &  Recovery  Museum  in 
Chattanooga,  Tenn. — is  a  tribute  to  the  devotion  that  she 
and  her  husband,  Richard,  feel  for  their  former  vocation 
(the  Stearns  owned  a  towing  business).  "We  want  people 
to  appreciate  tow  trucks,"  she  says,  "and  not  just  to  asso- 
ciate them  with  bad  luck."  The  Stearns'  "Hall  of  Fame" 
salutes  a  professional  they  deem  to  be  the  Babe  Ruth  of 
towing — Harold  (Grandpa)  Willard  of  Northampton, 
Mass.  "That's  a  man  who's  seen  it  all,"  says  Millie.  "We 
wanted  people  to  know." 

Who  needs  the  Louvre?  One  new  art  venue  in 
America  is  barely  the  size  of  a  living  room:  The  Mu- 

On  exhibit  at  the  Getty?  Hardly.  Small  museums'  arcana 
runs  less  to  old  masters,  more  to  antlers,  decoys,  aliens  (as 
distinct  from  Liberace)  mortar  Velociraptors  and  towing. 


Beguilin 


seum  of  Jurassic 
Technology  in  Los 
Angeles  is  a  whimsi- 
cal assortment  of 
exhibits  that  seem 
to  hail  either  from  a 
distant,  bygone  era — or  from  one 
that  never  actually  existed.  It's  hard  to  tell 
which,  by  design.  Some  of  the  dioramas,  intricate  construc- 
tions (tiny  sculptures  visible  only  through  a  magnifying 
glass)  and  "artifacts  of  the  Jurassic  Period"  are  real,  others 
elaborate  put-ons — which  makes  the  Jurassic  a  fitting  adver- 
tisement for  small  museums  at  large.  F 


Weird  and  Wonderful 

Herewith,  a  small-museum  sampler.  For  a  more  comprehen- 
sive list,  searchable  by  subject  and  locale,  go  to  www. 
museumspot.com.  You  also  can  consult  Saul  Rubin's  Offbeat 
Museums:  The  Collections  and  Curators  of  America's  Most 
Unusual  Museums  (Santa  Monica  Press,  1997,  $20)  and 
Lynne  Arany  and  Archie  Hobson's  Little  Museums  (Henry 
Holt,  1998,  $18). 

DECOY  MUSEUM,  Havre  de  Grace,  Md.,  410-939-3739. 
Gorgeously  crafted  faux  fowl,  some  dating  back  to  the 
1800s. 

GENOA  TOWER,  Genoa,  Colo.,  719-763-2309.  "Things  of 
interest  for  all  ages"  include  antique  guns,  the  mummified 
corpse  of  a  Native  American  and  10,000  insulators.  Six 
states  visible  from  top. 

HECKSCHER  MUSEUM  OF  ART,  Huntington,  N  Y, 
www.heckscher.org.,  631-351-3250.  One  of  the  country's 
more  sophisticated  small  museums.  Specializes  in  showcas- 
ing work  of  Long  Island  artists. 

LIBERACE  MUSEUM,  Las  Vegas  Nev.,  www.liberace.org/ 
museum.html,  702-798-5595.  This  celebration  of  the  many 
indulgences  of  the  late  pianist  rates  as  one  of  Las  Vegas' 
most  popular  attractions. 

CHARLES  HOSMER  MORSE  MUSEUM  OF  AMERICAN  ART, 

Winter  Park,  Fla.,  407-645-5311.  Among  many  Tiffany  objets 
d'art  displayed,  see  especially  the  chapel  designed  by  Tiffany 
for  the  1893  Chicago  World's  Fair. 

MUSEUM  AT  WARM  SPRINGS,  Warm  Springs,  Ore.,  541- 
553-3331.  An  excellent  example  of  a  museum  reflecting 
the  interests  of  its  surrounding  community  (three  Native 
American  tribes),  with  a  focus  on  history,  nature  and  local 
artwork. 

INTERNATIONAL  PETRIFIED  FOREST  MUSEUM  OF  THE 
AMERICAS,  Holbrook,  Ariz.,  520-524-9178.  Mix  of  the 
kitschy  and  the  serious,  incorporating  southwestern  arche- 
ological  and  anthropological  artifacts— plus  a  herd  of  life- 
size  dinosaurs  made  of  mortar. 

MUSEUM  OF  DEATH,  Los  Angeles,  323-466-8011.  Three 
rooms  of  autopsy  photos,  skulls,  coffins. 

MUSEUM  OF  JURASSIC  TECHNOLOGY,  Los  Angeles, 
www.mjt.org,  310-836-6131.  Miniature  sculptures  and  tiny 
dioramas  purporting  to  document  a  bygone  era.  Challenge: 
separating  the  fanciful  from  the  real. 

INTERNATIONAL  TOWING  &  RECOVERY  MUSEUM,  Chat- 
tanooga, Tenn.,  423-267-3132.  Restored  antique  wreckers, 
old  towing  equipment,  and  related  tools  and  toys.  Hall  of 
Fame  immortalizes  famous  tow  truck  operators. 

INTERNATIONAL  SPY  MUSEUM,  Washington,  D  C.  When 
it  opens  in  2002,  this  will  become  the  nation's  second  mu- 
seum dedicated  to  espionage.  The  CIA's  own  is  off-limits  to 
all  but  spooks  and  its  other  employees.  —D.K. 
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BY  LEA  GOLDMAN  AND  YU  TING  LIN 

'OUVE  SEEN  THE  MUSIC  VIDEOS: 
Of  gleaming  Beamers  and  the 
rough-riders  who  drive  them; 
of  spit-polished  Magnums  and  the  chis- 
eled arms  that  shine  them;  of  barely 
clad  women  and  the  rappers  who.... 
Well,  you  get  the  point.  Hip-hop  (which 
includes  rap  and  rhythm  and  blues) 
graduated  from  the  ghetto  20  years  ago, 
capturing  the  ears  of  white  suburban 
teens.  Last  year  the  genre  sold  88  mil- 
lion albums,  according  to  SoundScan — 
nearly  a  third  of  popular  music  sales. 

Parents  are  appalled.  They  are  put 
off  by  the  rawness  of  the  lyrics.  They 
don't  get  the  references — to  gold 
chains  and  baggy  pants,  high-caliber 
guns  and  the  lust  for  whores  and  "Ben- 
jamins" ($100  bills).  Musically,  listeners 
accustomed  to  melody  are  thrown  by 
rap's  nonmelodic  obsession  with  lyric. 
You  can't  hum  rap. 

Why  give  it  a  second  chance?  Be- 
cause much  of  this  stuff  is  a  lot  closer  to 
everybody's  cultural  frame  of  reference 
than  you  might  think.  A  recent  listening 
turned  up  references  to  Ma  Bell,  lonny 
Quest  and  Happy  Days.  Don't  get  us 
wrong:  Mitch  Miller  won't  be  issuing  a 
hip-hop  treasury  anytime  soon.  But  if 
you  can  get  past  the  unfortunate  stereo- 
types, it's  some  of  the  catchiest  pop 
music  around.  Don't  believe  us?  Check 
these  classics,  homey. 

Fugees,  The  Score  (Columbia,  1996) 
Lauryn  Hill,  a  megastar  since  the  suc- 
cess of  her  1998  solo  effort,  The  Mis- 
education  of  Lauryn  Hill,  here  croons 
like  a  Gladys  Knight  for  the  subway  set. 
Her  sweet,  mellow  version  of  Roberta 
Flack's  "Killing  Me  Softly  With  His 
Song"  is  honey-roasted. 


De  La  Soul,  3  Feet  High  and  Rising  (Tommy  Boy,  1 989) 
This  Long  Island,  N.Y.  trio  describes  its  overdrive  rhythm  and 
sunny  lyrics  as  "verbal  confetti."  Tunes  like  "Magic  Number" 
and  "Plug  Tunin'  "  epitomize  a  breezy  grooviness  reminis- 
cent of  1960s  psychedelic  pop.  The  24  tracks  are  perfect  light 
fare  for  a  long  drive. 

A  Tribe  Called  Quest,  Midnight  Marauders  (Jive,  1993) 

Tribe  is  a  misnomer.  It's  more  like  a  small  clique  consisting  of 


Rap  Sheet 

m  u  s  i  c  I  You  may  have 
dismissed  hip-hop  as  nothing 
more  than  tuneless  trash  talk. 
Give  another  listen.  Rappers  are 
laying  down  good  poetry  while 
toning  down  the  violence. 


The  fab 
Fugees. 


Q-Tip,  Ali  Shaheed  Muhammad  an< 
Phife.  Q-Tip  is  the  real  draw  here 
with  his  too-early-in-the-mornin| 
groggy  voice  and  his  Speedracer  jam 
about  his  rhyming  prowess.  Indeed 
his  wordplay  is  so  inventive  that  hi 
delivers  what  amounts  to  a  "look-ma 
no-hands"  performance. 

Camp  Lo,  Uptown  Saturday  Nigh 
(Profile,  1997) 

This  trio  has  invented  a  coded  lan 
guage  that,  while  nonsensical,  is  fa 
too  intriguing  to  dismiss.  Lyrics  spo 
ken  by  seductive,  airy  voices  floa 
atop  catchy  jazz  beats.  Had  hip-hop 
existed  during  the  Rat  Pack  era,  Dino 
Frank  and  Sammy  would  hav« 
lounged  to  tracks  such  as  "Sparkle' 
and  "Coolie  High."  (Think  martini: 
and  overstuffed  couches.) 

Outkast,  A TLiens  (LaFace,  1996) 
Atlanta-based  duo  Big  Boi  and  Dre 
(Antwan  Patton  and  Andre  Ben- 
jamin) specialize  in  slithering  rap 
delivered  in  soulful  drawls.  The  vel 
vet  grooves  of  this  release  are  a 
throwback  to  1960s  mellow  funk,  an 
echo  of  bygone  lava  lamps.  Hits  like 
"Jazzy  Belle"  and  "Wheelz  of  Steal" 
paint  nostalgic  pictures  of  domestic 
moments  no  more  violent  than  front 
porch  cookouts. 


Digable  Planets,  Reachin:  A  New  Refu 
tation  of  Time  and  Space  (Pendulum 
Records,  1993) 

What  if  Duke  Ellington  rapped  over 
"Take  the  A  Train"?  These  cool  cats 
have  perfected  an  elegant  jazz-rap  fu- 
sion by  including  parts  of  other 
artists'  standards.  After  you've  heard 
Digable's  take  on  Sonny  Rollins' 
"Mambo  Bounce"  or  Art  Blakey's 
"Stretchin,' "  you'll  have  to  rethink  the  very  definition  of  rap. 

Beastie  Boys,  77/  Communication  (Capitol  Records,  1994) 
By  the  time  these  three  Jewish  white  boys  from  New  York  re 
leased  the  album,  they  already  had  a  mass  following.  The 
Beasties,  who  play  their  own  instruments  (a  novelty  in  a  genre 
that  usually  uses  none),  move  easily  from  rock  to  tight  rap 
riffs.  You'll  feel  cooler  simply  for  having  listened  to  this  fun, 
heavily-layered  disc.  F 


/ 
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Cell  Phone  Zapper 


For  anybody  driven  to  distraction  by  rude  and  inappropriate  use  of  cell 
phones,  relief  is  in  sight:  The  C-Guard  Cellular  Firewall  is  an  electronic  jam- 
ming device  that  creates  a  "quiet  zone"  by  emitting  a  signal  that  "tricks"  hand- 
sets into  thinking  no  base  station  is  within  range.  The  area  of  coverage  can  be  as 
small  as  a  private  residence  or  expanded  to  cover  concert  halls  or  theaters.  One 
slight  problem:  The  Federal  Communications  Commission  considers  such  jam- 
mers illegal.  And  as  you  might  expect,  the  cell  phone  industry  is  no  great  friend 
of  the  technology,  either.  U.S.  users  and  sellers  of  jammers  risk,  in  theory,  an 
$11,000  fine  and  up  to  a  year  in  jail.  (No  prosecutions  on  record  yet.)  Firewall 
comes  in  two  configurations:  a  low-power,  $900  model  about  the  size  of  a  large 
paperback  book,  and  a  higher-powered  model  housed  in  a  metal  suitcase.  Fur- 
ther information  can  be  had  from  maker  Netline  Communications 
(www.cguard.com).  Meantime,  a  legal  alternative  should  be  on  the  market  in 
two  years  or  less:  BlueLinx,  a  small,  privately  held  company  in  Charlotte,  N.C. 
(www.bluelinx.com),  is  cooperating  with  cell  phone  makers  on  a  product  called 
Q-Zone,  which  does  not  block  calls,  but  instead  switches  handsets  automati- 
cally into  "quiet  mode"  (by  telling  them  to  vibrate,  say,  rather  than  to  ring,  or  to 
forward  incoming  calls  directly  to  voice  mail).  —Alan  Farnham 
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IHipper  Than  Thou 

w: 


ant  a  funky  alternative  to  the 
dowdy  editions  typical  of  so 
;  many  versions  of  the  Good  Book?  Try 
"  Pocket  Canons  I  &  II  ($25  each,  Grove 
Press).  Each  book  of  the  Bible  in  these 
:  boxed  collections  gets  its  own  paper- 
:  back  with  artsy  black-and-white  photo 
e;;:  covers  and  introductions  by  groovy 
literary  and  pop-culture  notables. 
(Check  out  the  shadowy  figure  lurking 
on  the  cover  of  Job.)  Bono,  leader  of 
the  rock  band  U2,  introduces  the 
Psalms  by  recalling  a  friend  who  affec- 
tionately described  Catholicism  as  "the 
glam  rock  of  religion."  Novelists  E.L. 
Doctorow,  Charles  Johnson  and 
Charles  Frazier  have  penned  essays. 
The  books  are  also  available  individu- 
ally. Apostles  Matthew,  Mark  and  Luke 
sell  for  $3  a  pop.       —Michael  Maiello 


hi 


Body  by  Barnum? 

The  holiday  season  has  receded,  leav- 
ing, perhaps,  an  unsightly  bulge 
around  your  middle.  For  anyone  feeling  as 
big  as  a  tent,  exercise  proprietor  Crunch 
Fitness  has  devised  a  novel  solution:  circus 
training.  You  heard  it  right:  not  "circuit,"  but 
"circus."  The  national  chain  of  gyms  now 
offers  circus  training  at  several  of  its  Los 
Angeles,  San  Francisco  and  New  York  area 
locations,  using  professional  acrobats  as 
its  instructors.  For  warm-ups?  Handstands 
and  splits,  followed  by  cartwheels  and 
crabwalks  at  the  tumbling  station.  Hula 
Hoops  target  Santa  gut,  while  juggling 
tones  the  upper  arms.  Trapeze  work 
stretches  out  the  lats.  Each  class  ends  with 
participants  forming  a  human  pyramid. 
Think  we're  clowning?  Swing  over  to 
www.crunch.com.  —Lea  Goldman 


PLAYTHINGS 


Racketeering 

Thousands  of  dollars  spent  on 
pricey  tennis  lessons  and  still 
your  killer  serve  looks  like  a  timid 
lob.  Obviously  you  need  a  secret 
weapon.  And  thanks  to  Head,  you'll 
soon  have  it.  In 
March  the  tennis 
equipment  man- 
ufacturer will  re- 
lease its  i.SI8 
ChipSystem 
racket,  which 
uses  a  microchip 
in  the  handle  to 
tense  or  slacken 
racket  strings, 
thereby  eliminating  vi- 
bration and  boosting  vol- 
ley power  tenfold— ac- 
cording to  Head,  anyway. 
In  less  than  a  millisecond 
a  circuit  transmits  the 
voltage  created  by  ball 
impact  to  pressure-sensitive  fibers 
in  the  racket's  head.  By  contract- 
ing or  expanding  in  response,  they 
improve  the  stability  of  your  return 
by  27%.  Cost:  $500.  Tennis  purists 
may  balk,  but  the  U.S.  Tennis  Asso- 
ciation already  has  approved  the 
racket  for  professional  play.  — L.G. 
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BusinessClassified 


Advertisement 


Financial  Services 


Business  Intelligence 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library  —  Value  Line's 
most  recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide 
How  to  Invest  in  Common  Stocks    You  will  also  receive  analyses  of  about 
130  stocks  each  week  for  10  weeks  for  $55  Available  only  once  every  three 
years  to  any  household    SPECIAL  BONUS:  J.K.  LASSER'S  YOUR  INCOME 
TAX  2001.  This  indispensable  guide  covers  all  new  tax  law  changes  as  well 

as  tax-planning  and  money-saving  strategies    Hundreds  of  examples  and 
Icons  highlight  key  points   Also  Included  with  the  guide  Is  a  free  supplement 
with  usable  forms  and  late-breaking  lax  news.  A  $14.95  value  -  yours  free 
with  your  Value  Line  subscription  while  supplies  last  Your  subscription  may  I 
be  tax-deductible;  consult  your  tax  advisor  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CALL  TOLL-FREE  1-800-535-9651 

BONUS  CODE    516NFZJ22    American  Express.  MaslerCa'd.  Visa  or  Discover 
24  riours  a  day,  7  days  a  week  II  you  are  not  completely  satsded  return  all  materials 
in  good  condition  within  30  days  trom  the  start  of  your  tnal  subscription  lor  a  lull 
.   refund  of  your  lee  AHow  4  weeks  for  delivery  Foreign  rates  upon  request 
\()rdtr  Online  at  www.valueline.com/ads/f5jnf 


in 


^The  Value  Line  Investment  Survey*. 

Ifc&w      PO  Box  3988. New  York  NY 
-      ..  10008-3988 


Executive  Gifts 


For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Charge  Your  Ad... i  visa 


Access  to  business  intelligence  has  never  been  easier. 


http://commercial.ecnext.com 


The  Commercial  Intelligence  Mall 


Market 

Research 

Reports 


i  Consumer 
Trends  & 
Analysis 
Reports 


i  Country 
Reports  & 
Company 
Profiles 


I  Commercial 
Newsletters 


Stop  surfing  and  start  locating  the  information  you  need  to  make  the 
business  decisions  that  matter  most.  The  Commercial  Intelligence 
Mall  is  your  one-stop  online  commercial  intelligence  store  that  can 
help  you  launch  new  products,  new  services,  in  new  markets, 
or  in  new  countries.  Purchase  what  you  need  —  whole  reports, 
chapters,  or  sections  —  with  immediate  electronic  delivery. 
Electronic  data,  updated  continuously  with  the  latest  reports,  from 
the  world's  most  respected  publishers  —  just  a  mouse-click  away. 


NEXT 


lft»  next  ttep  in  electronic 

10104  Brewster  Lane  •  Suite  125  •  Powell,  Ohio  43065 
tel  614.932.0956  x  211  •  fax  614.932.0958 

www.ecnext.com 


Business  Opportunities 


OFFSHORE  Incorporate 


♦C  om ponies  ?0r»(,ole " 

❖  Hanking  cja£&x 

t^^LClurds  Capital  Asset 

♦mvacy  Management 
(800)  710-0002     Fret  Brochure 

Visa/MC/Arnex 


*  Registered  agent  services 

*  U.S.  bank  accounts  opened 

*  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  In; 

800.423.299S 


Legally  &.  Ethically 


Own  YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


KTOiTOIiiii!i)Li:f<]J5!?' 


That's  the  response  we  hear  after  w 
explain  our  unique  and  excitin 
opportunity.  If  you're  looking  for 
simple  business  with  HIGH  INCOMI 
POTENTIAL  and  absolutely 
downside,  let's  talk.  Investmen 
required. 


Call  1-800-675-6144 


Forbes  Subscriber  Service...  To  order,  change  address  or  other  customer  service,  call  1-800-888-9896 


jr  — •  — ; — — 

BusinessClassified 


Advertisement 


Online  Education 


M\  Online  Financial 
Planning  Education 


[^nhance  your  opportunities 
__/by  training  for  success  in 
lis  growing  industry.  Kaplan 
ollege's  regionally  accredited 
nline  Certificate  in  Financial 
lanning  combines: 

•  24/7  worldwide  accessibility 

•  Interactive,  self-paced  study 
Renowned  faculty 

•  Financing  options  available 


i 


|\  Kaplan 

*]  www.kapiancollege.edu/fp 
infofp@kaplaiKollege.edu 
Kaplan  College  is  a 
Kaplan,  Inc./ Washington  Post  Company 


Legal  Services 


SSET  PROTECTION 


Corporations,  Ltd.  Partnerships,  LLCs 
iffshore  Trusts,  Corps.,  Private  Banking 

r  Best  Jurisdictions  •  Maximum  PrivaC) 
•Tax  Savings  •  Estate  Planning 

Professional  •  Confidential 


even  Sears,  CPA  •  Attorney  at  Law 

14-544-0622  •  www.searsatty.com 


usiness  Opportunities 


Get  rid  of  moles,  gophers  and  other 
burrowing  pests,  ivith... 


95' 


Mole-Ex  VI   only  $59 

*But  read  this  ad  for  an  even  better  deal! 

It's  annoying  to  see  your  beautiful  lawn  being  ruined  by 
moles,  gophers,  and  other  burrowing  pests.  You  may  have 
tried  pouring  poison  down  their  holes  or  getting  rid  of  them  with 
other  nostrums.  Nothing  really  works.  Now  comes  Mole-Ex  VT",  the 
revolutionary  electronic  solution  to  this  age-old  problem.  It  does  work! 
Spike  Mole-Ex  VT"  into  your  lawn.  It  emits  short,  high-pitched  shrieks 
(at  the  threshold  of  ultrasound)  in  30  sec.  intervals.  They  are  barely 
audible  to  humans,  but  they  are  calibrated  to  be  totally  distressing  to 
moles,  gophers,  and  other  burrowing  pests.  They  can  barely  see, 
but  their  hearing  is  fine-tuned.  Once  they  get  a  blast  of  Mole-Ex 
VT"  they'll  scamper  away  and  will  never  return.  Mole-Ex  VT" 
protects    about    1,000    sq.    yds.    against    these  pests. 

*And  here  is  the  "even  better  deal":  Buy  two  Mole-Ex 
VT '  for  $119.90  and  we'll  send  you  a  third  one, 
with  our  compliments — absolutely  FREE! 


You  may  order  by  toll-free  phone,  by  mail, 
or    by    fax    and    pay    by    check  or 
Visa /MasterCard.  Please  give  order  num- 
ber #  1056F866.  Add  shipping /insurance  of 
$4.95  for  one  unit  or  $9.90  for  three  units,  plus 
sales  tax  for  CA  delivery.  You  have  30-day  refund  and  one-year 
warranty.  We  do  not  refund  postage.  For  customer  service 
or   wholesale   information,   please   call   (415)  643-2810. 


Mole  -Ex  VI" 
protects  about  1,000 
sq.i/ds.  against  moles. 
Qophers  and  other  pests. 
jo  not  confuse  this 
advanced  device  zoith 
similar  looking,  hut  much 
'  less  sophisticated  and  less 
W powerful,  units!  Runs  on 
t4  D-Cells  (not  included). 


2360  Third  St.,  San  Francisco,  CA  941 07 


©  Order  by  toll-free  phone:  (800)  797-7367  or  (fastest!)  by  fax:  (415)  643-2818  © 
Visit  our  ivebsite  at  www.haverhills.com 


<n3uy  Foreclosed  Property. 

IliUse  OUR  Money.  Split  Big  Profits. 

Complete  Training.  Call  for  Free 
ft  j       Information  Package. 
£       800-995-0049  Ext.  7675 


N CORPORATE  IN  DELAWARE 


tdofcts  fi  setting  up  Detowre  Corporations.  General,  Aircraft, 
it  &  Shefi  Corporations.  Col  ox  wrh  for  our  REE  BP 

Uf»  -«-*-  —  1 

n»  ffwnm  CMRDMnV 
fpafty  wrWce  for  s 


11  Sivoiside  Ed.  #106-FS  •  WMngtan.  OE  USA  19810 
,302-477-9800  •  800-32KOB1  •  F«  302-477-981 1 
wA.  axp@dekeg.am  •  hftnwr  http://deteg.CDm 


Business  Opportunities: 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and  Equipment 
Leases  from  $1,000  to  S10  million.  No  co- 
broke  ring  Work  directly  with  National 
Lenders.  Unlimited  earnings  potential  and 
residual  income. 
FREE  45  minute 
video  seminar  and 
information  packet 

CALL  1.800-336-3933 

L,  The  Loan  Consultants,  Inc.  ^ 


i^or  information  and  rates  on  advertising  in  the  next 
j^orbes  Business  Classified  Section 
pontact:  Media  Options  (1-800-442-6441  for  ad  rates 
«c  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


CONSULTANTS 


LL3J  !■ 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


Charge  Your  Ad... 


South  Carolina 


kiawah.com  ^ 


Free  28-Page 
Color  Guides  to   '  K*s.s,. 
Great  Beach 
Vacations 


1-800-247-5050  •  i«*5>71 
.  Near  h'ls'onc  Charleston.  SC 
Kiawah  •  SeabrotA  •  Isle  of  Palms 


i 


SMALL.  AOS  BRING 

BIG 


Call:  Media  Options 
1  -800-442-6441 

Forbes  Business  Classified 


yrbes  Subscriber  Service...  To  order,  change  address  or  other  customer  service,  call  1-600-888-9896 


THOUGHTS 


On  the  Business  of  Life 


TAT 

/        /    hat  memories  the  New  York  Curb  Exchange's  celebration  oj  completing  25  years 
ifkl     m/      under  a  roof  brings  to  this  writer!  Incomprehensible  will  it  be  to  many  of  the 
V        ▼       present  generation  that,  when  I  began  as  a  financial  writer,  I,  unaided,  compiled 
the  daily  list  of  transactions  by  going  into  the  smallish  crowd  of  brokers,  operating  on  the  open 
street,  and  buttonholed  each  one  to  get  his  day's  transactions.  This  was  then  the  only  way  to  ascertain 
the  business  done  by  what  was  then  called  the  "Curb  Market."  —B.C.  FORBES  (1946) 


January,  month  of  empty  pockets! 
Let  us  endure  this  evil  month,  anxious 
as  a  theatrical  producer's  forehead. 

—COLETTE 

Skiing  consists  of  wearing  $3,000  worth 
of  clothes  and  equipment  and  driving 
200  miles  in  the  snow  in  order  to  stand 
around  at  a  bar  and  get  drunk. 

—P.J.  O'ROURKE 


Coffee  in  England  is  just  toasted  milk. 

—CHRISTOPHER  FRY 


If  the  horseshoe  sinks,  then  drink 
the  coffee. 

—GREAT  PLAINS  COFFEE  RECIPE 


Living  is  more  a  question  of  what 
one  spends  than  what  one  makes. 

—MARCEL  DUCHAMP 

Wfiat's  great  about  this  country  is  that 
America  started  the  tradition  where 
the  richest  consumers  buy  essentially 
the  same  things  as  the  poorest. 

—ANDY  WARHOL 


/  happen  to  think  that  the  degree  of  a 
person's  intelligence  is  directly  reflected 
by  the  number  of  conflicting  attitudes 
she  can  bring  to  bear  on  the  same  topic. 

—LISA  ALTHER 


"More!"  is  as  effective  a  revolutionary 
slogan  as  was  ever  invented  by  doctri- 
naires of  discontent.  The  American, 
who  cannot  learn  to  want  what  he  has, 
is  a  permanent  revolutionary. 

—ERIC  HOFFER 

No  government  could  survive  without 
champagne.  In  the  throat  of  our 
diplomatic  people  it  is  like  the  oil 
in  the  wheels  of  an  engine. 

— JOSEPH  DARGENT 


If  cooking  becomes  an  art  form 
rather  than  a  means  of  providing 
a  reasonable  diet,  then  something 
is  clearly  wrong. 

—TOM  JAINE 


/  can't  stand  to  sing  the  same  song 
the  same  way  two  nights  in  succes- 
sion. If  you  can,  then  it  ain't  music, 
it's  close-order  drill  or  yo deling. 

— BILLIE  HOLIDA 


When  my  enemies  stop  hissing, 
I  shall  know  I'm  slipping. 

—MARIA  CALLA 


The  popular  song  is  America's 
greatest  ambassador. 

—SAMMY  CAHI 


A  song  without  music  is  a  lot 
like  H:  without  the  O. 

—IRA  GERSHWIt 


A  Text  ... 

What  doth  it  profit,  my  brethren, 
though  a  man  say  he  hath  faith, 
and  have  not  works?  Can  faith 
save  him? 

—JAMES  2:1 

Sent  in  by  James  Windsor,  Soperton,  Ga 

What's  your  favorite  text?  The  Forbes  Book  c 

Quotations:  noughts  on  the  Business  of  Life  i 

given  to  senders  of  Bible  texts  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetical! 
by  subject,  are  available  in  a  900-page,  one-volum 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  o, 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shippin 
and  $1  per  item  for  handling  (  add  applicable  sales  tajc 
To  order,  please  call  toll-free,  1-800-876-6556. 
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qO    While  the  world  may  be  getting  smaller,  its  challenges  clearly  aren't.  That's  why  it's 


reassuring  to  know  some  people  have  your  best  interests  in  mind.  People  who  eat,  sleep  and 


breathe  your  business.  So  when  you  talk  about  your  company's  Internet  needs,  they  understand 


every  word  you  say.  Fujitsu  is 


the  world's  third  largest  IT 


services  company'- a  $50  billion 


THE  INTERNET  CAN  PUT  YOU  IN  TOUCH 
WITH  MILLIONS  OF  CUSTOMERS 
AROUND  THE  GLOBE. 

THEN  WHY  DO  YOU  FEEL  SO  ALONE? 


provider  of  IT  and  telecommunications  products  and  services.  With  60,000  IT  support  and 


service  professionals  and  operations  in  over  100  countries,  we're  anything  but  distant.  We  get 


to  know  each  of  our  global  customers,  on  their  own  turf.  All  over  the  world.  Isn't  it  nice  to  know 


that,  wherever  the  Internet  takes  your  business,  there  will  be  someone  right  by  your  side? 


fuhtsu 


THE    POSSIBILITIES    ARE  INFINITE 


www.fujitsu.com 


'Source:  IDC,  December  1 999  Who  Will  be  Lead.ng  the  Global  IT  Services  Industry  in  2000?  A  Competitive  Analysis  by  Mauro  Peres.  Sophie  Janne  Mayo 


obtained  with  prototype  vehicles  driven  by  professional  drivers  on  a  closed  course.  Do  not  attempt.  For  more  information  call  800-USA-LEXUS  (800-872-5398) 


ine,  responsive  handling  and  the  power  to  reach  60  mph  in  5.8  seconds.*  Visit  lexus.com  for  a  closer  look.  < 


Start  with  the  right  investment 
company,  and  picking  the  funds 
becomes  much  easier. 

Some  days  the  stock  market  does  well,  other  days  not. 
But  for  the  long-term,  it  has  been  the  place  to  be.  And 
for  many  people,  mutual  funds  are  the  way  to  do  it. 

If  you're  one  of  them,  we  hope  you'll  consider  Fidelity 
mutual  funds.  Not  just  because  of  past  performance  -  it 
doesn't  guarantee  how  the  future  will  go.  And  not  just 
because  of  our  24-hour  phone  lines  or  our  online  brokerage  options. 

Rather,  we  think  you  should  invest  with  us  because  we  have  more  than  80  funds  rated  four 
stars  or  higher  by  Morningstar*  Because  we  employ  some  of  the  industry's  most  experienced 
fund  managers  -  and  back  them  with  what  we  believe  to  be  the  most  extensive  research 
capabilities  in  the  industry.  And  because  every  one  of  us  is  driven  to  help  you  meet  your  goals. 

The  market  has  been  our  home  for  over  50  years.  We  know  it.  We  believe  in  it.  And  we 
want  you  to  be  comfortable  with  it.  So,  call,  click  or  stop  by  and  put  the  expertise  and  service 
of  Fidelity  to  work  on  your  portfolio  to  help  you  see  yourself  succeeding. 


For  more  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  other  expenses  applicable  to  continued  inve 
ments,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  TDD  Service  1-800-544-01 18  for  the  deaf  or 
hearing-impaired  9  a.m.  -  9  p.m.  ET. 

*Among  the  125  Fidelity  funds  rated  by  Morningstar,  a  total  of  84  received  a  4-  or  5-Star  Overall  Morningstar  Rating™  as  of  12/31/00. 
Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  12/31/00  and  are  subject  to  change  every  month. 
Morningstar  ratings  are  alculated  from  a  fund's  3-,  5-,  and  10-year  average  annual  returns  in  excess  of  the  90-day  Treasury  bill,  includir 
loads,  if  appropriate,  and  i  risk  factor  that  reflects  performance  below  the  90-day  Treasury  bill.  Ten  percent  of  funds  in  an  asset  class  re^ 
five  stars,  22.5%  receive  four  stars,  35%  receive  three  stars,  22.5%  receive  two  stars,  and  10%  receive  one  star.  Data  provided  by 
Morningstar,  Inc.  Although  gathered  from  reliable  sources,  data  completeness  and  accuracy  cannot  be  guaranteed.  Morningstar  is  a 
registered  trademark  of  Morningstar,  Inc.  and  is  not  affiliated  with  Fidelity  Investments. 


these  funds 
for  your 
IRA 


Fidelity  Mutual  Funds^ 

A  selection  of  funds  for  the  long  term. 


RETURNS  AS  OF  12/31/00' 

1  year 

5  year 

10  year/Life 

Fidelity  Dividend  Growth  Fund 

12.25% 

22.53% 

22.71  %2 

Fidelity  Equity-Income  Fund 

8.54% 

15.54% 

17.22% 

Fidelity  Low-Priced  Stock  Fund3 

15.26% 

14.38% 

19.24% 

Fidelity  Puritan®  Fund4 

7.77% 

12.74% 

14.66% 

Fidelity  Blue  Chip  Growth  Fund 

-10.54% 

17.03% 

20.28% 

Fidelity  Growth  Company  Fund 

-6.32% 

24.33% 

22.40% 

Fidelity  Mid-Cap  Stock  Fund3 

32.07% 

26.14% 

25.46%2 

Fidelity  Small  Cap  Stock  Fund35 

9.61% 

N/A 

12.63%2 

S&P  500®6 

-9.10% 

18.33% 

17.46% 

NOW  OPEN  TO  NEW 

INVESTORS 

Fidelity  Contrafund®* 

-9.62% 

17.40% 

20.68% 

Fidelity  Growth  &  Income  Portfolio 

-1.98% 

16.76% 

18.97% 

Fidelity  Leveraged  Company  Stock  Fund7 

New  Fund 

Past  performance  is  no  guarantee  of  future  results.  Mutual  fund  performance  changes  over  time,  sometimes  significantly.  Most  recent  performance 
data  is  published  online  at  each  month  end.  Please  visit  Fidelity.com  or  call  Fidelity  for  current  performance  figures.  The  securities  of  smaller, 
less-known  companies  may  be  more  volatile  than  those  of  larger  companies.  The  fund  may  invest  in  lower-quality  debt  securities,  which  generally 
offer  higher  yields,  but  can  also  carry  greater  risk.  5Funds  that  invest  in  foreign  securities  may  involve  greater  risk,  including  political  and  economic 
uncertainties  of  foreign  countries  as  well  as  the  risk  of  currency  fluctuation.  'Leverage  can  magnify  the  impact  of  adverse  issuer,  political,  regulator, 
market  or  economic  developments  on  a  company.  Non-diversified  funds  tend  to  be  more  volatile  than  diversified  funds. 


Fidelity  Investments* 


1-800-FIDELITY  F5delity.com 


rage  annual  total  returns  are  as  of  12/31/00  and  include  changes  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the 
rt  of  any  applicable  sales  charges.  Share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  Contrafund 
Low-Priced  Stock  Fund  have  a  3%  sales  charge.  Low-Priced  Stock  Fund  has  a  1 .5%  short-term  trading  fee  for  shares  held  less  than  90 
.  Small  Cap  Stock  has  a  2.00%  redemption  fee  on  shares  held  less  than  1,095  days.  'Life  of  fund  is  as  of  inception:  4/27/93  for  Dividend 
vth,  3/29/94  for  Mid-Cap,  3/12/98  for  Small  Cap.  'The  S&P  500  is  an  unmanaged  market  capitalization-weighted  index  of  common 
<s,  a  registered  trademark  of  The  McGraw-Hill  Companies,  Inc.,  and  has  been  licensed  for  use  by  Fidelity  Distributors  Corporation  and  its 
ates.  It  is  not  possible  to  invest  directly  in  an  index.  Fidelity  Distributors  Corporation.  1 19838 


WRQ  makes  complex  legacy  systems  work  with  the  latest  Internet  technologies.  Call  it  integration.  Call  it  bre 
down  barriers  between  host  information  and  the  employees,  customers,  and  business  partners  who  need  it.  E 
way,  you  get  the  most  out  of  your  existing  IT  investments  and  transform  your  company  for  the  next  econom 

WRQ  to  the  rescue  and  you're  the  hero. 


©  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo,  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  Ir 


1  the  US  call  1.888.323. 1 71 7,  from  other  countries  206.21 7. 71 00  or  visit  us  online  at  www.  wrq.com/ads/herofbs, 
we'll  send  you  a  free  CD  we  call  our  Technology  Transition  Toolkit.  It's  a  great  way  to  start  outfitting  your  company 
solutions  for  your  toughest  integration  needs  and  host  access  from  any  desktop. 

(D  wrq°  verastream"      ®wrq  re 


e  United  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners. 
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The  New  Novartis 

Dan  Vasella  struggled  to 
merge  two  staid  Swiss  drug 
giants  and  inject  them  with  a 
dose  of  American  capitalism. 
The  results:  A  revived 
company  with  a  pipeline 
of  new  products,  including 
a  stunning  cancer  pill. 
By  Robert  Langreth 
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Beating  the  Odds 
in  2001 

Remember  Value 
Funds?  You  Should. 

The  growth-stock  boom  had 
to  end  sometime.  Now,  as 
metrics  like  earnings  and  divi- 
dends come  back  in  vogue, 
our  mutual  fund  survey  high- 
lights funds  focused  on  value 
investing.  By  James  M.  Clash 
and  Neil  Weinberg 


148  Best  Buys  in  Value 
152  Half-Breed 

Who  says  you  can't  hold 
growth  stocks  in  a  value  fund: 
Jerome  Heppelmann's  Pilgrin 
Baxter  value  funds  may  be 
misnamed,  but  the  results 
are  still  interesting. 
By  James  M.  Clash 
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54  Keep  the  Faith 

Investors  called  for  Jirn 
Barrow's  head,  but  he  hung 
on  anyway.  Now  his 
Windsor  II  fund  is  clobbering 
the  competition  again. 
By  Neil  Weinberg 

56  The  Vulture  Changes 
His  Diet 

Martin  Whitman  made  his 
name  buying  distressed  debt. 
Now  he's  lunching  on 
beaten-up  stocks. 
By  James  M.  Clash 

58  Behind  the  Numbers 

At  Longleaf  Partners  they 
look  for  good  stocks  cheap. 
And  they  avoid  the  ones 
whose  chief  executives 
solicit  prostitutes. 
By  Neil  Weinberg 

32  Kick  It  Up  a  Notch! 

Bill  Gross  runs  the  world's 
largest  bond  fund  Emeril 
Lagasse-style,  throwing 
eclectic  ingredients  into  the 
mix.  Investors  like  the  way 
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By  Jack  Egan 
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56  Going  Postal  Fedex  is  desperately 
seeking  someone  to  deliver  its 
snail  mail.  By  Mark  Tatge 

57  Pain  in  the  Asset  Drug  abusers 
turn  the  spotlight  on  a  pair 
of  pharmaceutical  moguls. 

By  Ian  Zack 

58  Dreams  Meet  Reality 

What's  really  going  to  happen  to 
all  those  energy  ideas. 
By  Daniel  Fisher 

60  French  Revolution  Syndrome 

Sempra  Energy  is  conspicuously 
absent  from  California's 
deregulation  fiasco.  But  it's  still 
catching  heat.  By  John  Gorham 
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prognosticators  are  better  than 
others.  By  David  Armstrong 
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What's  the  catch? 
By  Laura  Saunders 

62    Good  Riddance  Allstate  agents  are 
furious  over  losing  company 
benefits.  Tough.  The  insurer  did 
the  right  thing. 

By  Brandon  Copple 

64   Muppets  Flameout  Investors  find 
the  usual  suspects  in  EM.TV's 
carnage.  By  Tomas  Kellner 

Companies,  People,  Ideas 

68   The  Gypsum  King  A  building 

recession  looms,  and  the  asbestos 
wolves  are  howling.  So  how  do 
you  explain  Warren  Buffett's 
new  infatuation  with  USG? 
By  Stephane  Fitch 
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'There  are  surges 
and  hiccups  you 
need  to  get  over." 

70    Red  Alert  The  farmers  who  own 
Ocean  Spray  could  have  gotten 
rich  if  they  had  thought  like 
capitalists.  By  Luisa  Kroll 

72   Taxes  and  the  Chattering  Classes 

George  W.  Bush  wants  a  tax  cut. 
Some  of  the  mainstream 
media,  apparently,  want  big 
government.  By  Dan  Seligman 

76    Return  to  Sender  Isn't  its  monop- 
oly on  first-class  mail  enough? 
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By  Ira  Carnahan 
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84  Creative  Giving  |  Do-Gooder 
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than  a  conventional  vacation  in 
Africa,  and  you  might  change 
some  lives.  By  John  Cooney 
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Lucent  and  Nortel  haven't 
taken  the  Japanese  company 
seriously.  Maybe  they  should. 

By  Benjamin  Fulford 

89   Point  of  View  |  Unbalanced  EU 

By  Steve  H.  Hanke 

Marketing 

98  Toy  Horror  Story  Plush  Hunch- 
back, anyone?  Why  blockbuster 
movies  no  longer  translate  into 
boffo  toy  sales.  By  Mark  Lacter 

99  Getting  Soaked  Quick,  before  you 
take  that  bath,  the  beauty  busi- 
ness has  a  question:  Got  Milk? 
ByAshlea  Ebeling 
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102  Some  Reservations  When  John 
Davis  started  1-800-Flowers,  he 
misjudged  the  competition.  He 
may  have  made  the  same  mis- 
take with  his  new  hotel  room 
booking  system.  By  Lynn  Cook 

104  Above  the  Fray  Mark  Floyd  is  rid- 
ing DSL  while  everyone  else  is 
souring  on  it.  Does  he  have  his 
wires  crossed?  By  Daniel  Fisher 

108  Beat  Reporting  One  benefit  of 
the  racial  profiling  controversy: 
a  new  market  for  a  wireless 
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110   Soda  Jerk  He  made  a  splash 
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alcohol-laced  spring  water.  But 
C.J.  Rapp  may  never  be  more 
than  a  bit  player  in  the  beverage 
business.  By  Kiri  Blakeley 
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124  The  Science  of  Small  We  don't 
quite  have  microscopic  robots 
yet,  but  nanotechnology  is 
already  here,  in  your  sunblock 
and  antifungal  foot  powder. 
By  Jonathan  Fahey 

130  Counterspy  Big  companies,  tired 
of  being  attacked,  are  using  new 
tools  to  go  after  hackers. 
By  Srikumar  S.  Rao 

132  You've  Got  Expertise  What  your 
colleagues  don't  know  you 
know,  intrusive  e-mail-parsing 
software  will  tell  them. 

By  Victoria  Murphy 

138  Digital  Tools  |  Lessons  from 
Gizmofest  By  Stephen  Manes 

Money  &  Investing 

190  Tranquillity  If  you  can't  stomach 
the  stock  market's  swings 
as  it  searches  for  a  bottom, 
look  for  quiet  stocks. 
By  Tricia  McGinnis 


192  Streetwalker  Year  2000  report 
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Of  Market  By  David  Dreman 

200  Small  Stocks  |  Back  to  the  Lab 

By  Marc  Robins 

202  Stock  Trends  jThe  Learning  Curve 

By  Laszlo  Birinyi  Jr. 
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204  Stepping  Out  I  Tough  Guys  Do 
Dance  Where  can  you  find  an 
honest-to-god  cowboy?  On  the 
dance  floor.  Western  swing'll 
snap  your  head  off. 
By  Jessica  Maxwell 

206  White-Collar  Crime  |  Club  Fed 

Ask  for  Eglin,  not  Allenwood,  an 
pack  light.  A  first-timer's  guide 
for  your  trip  up  the  river. 

By  Lea  Goldman 

208  Music  I  But  Is  It  Jazz?  Guitarist 
John  Scofield  scoffs  at  most  "jar 
band"  improvisations.  His  own 
.   stuff,  though?  That's  the  real 
thing.  By  Mike  Zwerin 
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And  live  happily  ever  after,  we  might  add.  Because  we're  taking  eBusiness  to  a  whole 
new  level.  With  a  portfolio  of  customer  relationship  solutions  we've  developed 
that  enables  businesses  to  integrate  their  sales,  marketing  and  service 

abilities  with  the  new,  high-performance  Internet.  And  uses  every  point  of  customer 

eraction  to  create  stronger,  more  profitable  and  longer-lasting  customer 

itionships.  Just  one  more  way  we're  evolving  eBusiness  into  the  way  you  do 

;iness  every  day.  So  come  together,  right  now  with  Nortel  Networks™ 

i  make  the  Internet  whatever  you  want  it  to  be.  norte1networks.com    ^  NETWORKS 


NORTEL 


Networks,  the  Nortel  Networks  logo  and  the  Globemark  are  trademarks  of  Nortel  Networks  "What  do  you  want  the  Internet  to  be?"  is  ; 
mark  of  Nortel  Networks  ©2001  Nortel  Networks.  All  rights  reserved. 


We  develop  innovative  pharmaceuticals  for  diabetes  treatment 


So  that  even  people  with  diabetes  can  forget 


Is  there  anything  nicer  than  being  able  to  forget  the  time?  This  proves  difficult  if  you 
suffer  from  diabetes  -  a  disease  that  is  on  the  increase.  At  Aventis,  one  of  the  world's  leading  pharma- 
ceutical companies,  we  offer  drugs  for  people  with  diabetes  to  help  enable  them  to  control  their  disease. 
Moreover,  our  scientists  are  utilizing  their  in-depth  know-how  and  the  latest  technologies  to  step  up  the 
fight  against  diabetes  for  the  142  million  people  with  diabetes  worldwide.  Our  goal  is  to  make  life  with 
diabetes  easier  each  and  every  day. 


Aventis.  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris,  Frankfurt  and  New  York,  www.aventis.com 


%  from  time  to  time. 
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Newsbits 

Truth  in  Labeling 


Last  year  was  a  bad  year  for  Internet  funds.  How  bad?  The  year's  best-per- 
forming Internet  fund — STI  Classic  E-Commerce  Opportunity  Fund — lost 
17%.  Jacob  Internet  Fund,  the  worst  performer,  dropped  78%. 

Fund  managements  are  finding  creative  ways  to  deal  with  this  disaster. 
Many  so-called  Internet  funds  are  morphing  into  broader  technology  funds. 

Kinetics  Internet  Fund,  for  example,  is  no  longer  classified  as  an  Internet 
fund  by  Morningstar,  a  Chicago-based  firm  that  tracks  the  fund  industry. 
Kinetics  now  has  only  1 1%  of  its  portfolio  in  the  technology  sector. 

Managers  of  the  De  Leon  Internet  100  Fund  took  another  route.  The 
fund,  which  had  $7  million  in  assets,  folded  in  October.  — Shim  J.  Boss 

rst-Performing  Internet  Funds  2QQ0  


BEST 

TOTAL  RETURN 

NET  ASSETS  (SMIL) 

STI  Classic  E-Commerce  Opportunity  Fund 

-17.2% 

$102.2 

E-Trade  E-Commerce  Index 

-34.7 

57.3 

Goldman  Sachs  Internet  Tollkeeper  Fund 

-35.2 

737.2 

WORST 

ING  Internet  Fund 

-66.2 

58.7 

Potomac  Internet  Plus  Fund 

-74.8 

0.8 

Jacob  Internet  Fund 

-77.9 

76.4 

Data  as  of  Dec.  4.     Source:  Morningstar,  Inc. 

For  the  full  story,  see  www.forbes.com/netfunds. 


Sour  Notes 


When  Stewart  Pollens  was  called  in  to  photograph  the  world's  most 
valuable  Stradivari  us,  he  made  a  startling  discovery.  After  testing 
the  violin  (estimated  value:  $20  million),  he  determined  that  it 
was  a  fake,  igniting  a  firestorm  of  controversy.  If  this  Strad  is 
fake,  what  about  the  hundreds  of  others  currendy  on  the  market 
or  in  private  hands?  Dealers  and  museums  around  the  world 
immediately  circled  their  wagons,  defending  the  instrument's 
authenticity.  Pollens,  a  conservator  at  the  Metropolitan 
Museum  of  Art  in  New  York,  says  he  can  prove  it's  a  knockoff. 
The  establishment  calls  him  a  crackpot.  Who's  right?  If  it's 
Pollens,  millions  of  dollars  could  be  at  stake.  — Melik  Kaylan 
For  full  story,  see  www.forbes.com/violin. 
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after-the-bell  Trader  Wrap  Up 


Departments 

GLOBAL:  Telecom  Bad  Boy  Instead 
battling  it  out  in  Europe's  sat 
rated  mobile-voice  market 
Hutchison  Whampoa  went  tl 
other  way,  selling  off  Orang 
its  European  voice  networ 
Why?  It  says  it  doesn't  nee 
voice  to  conquer  the  Europec 
wireless  Web. 

VENTURE  CAPITAL:  Rotten  Eg] 
Internet  incubators — CMG 
Internet  Capital  Grouj 
Idealab,  Divine  Interventures- 
seemed  like  great  ideas  bac 
when  the  likes  of  NaviSite  an 
Etoys  were  Nasdaq  darling 
Forbes.com  picks  which  inci 
bators  will  survive  ...  an 
which  will  be  real  stinkers. 

NEW  MEDIA:  Gates'  New  To 
Microsoft's  assault  on  the  $ 
billion  videogame  console  bus 
ness  is  an  uphill  battle,  despit 
a  $500  million  marketin 
budget  and  a  1,000-perso 
development  team. 
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Malignant  myeloid  cells 
(purple  stain). 


Cancer  Cures  and  False  Hopes  Except  for  the  n 

nority  of  them  eligible  for  a  bone-marrow  transplant,  t 
25,000  Americans  with  chronic  myelogenous  leukemia  we 
until  recently,  facing  certain  death  from  their  disease.  Th 
came  an  experimental  drug  from  Novartis  called  Glivec. 
one  experiment  with  290  patients  who  had  given  up  on  otr 
therapies,  56%  enjoyed  a  partial  or  complete  elimination 
cancer  cells  from  their  bone  marrow.  For  some  lucky  p 
tients,  traces  of  cancer  can  no 
longer  be  detected  even  with 
exquisitely  sensitive  DNA 
probes.  It  is  possible  that  the 
medicine  will  cure  them.  The 
drug  is  not  yet  licensed  for 
sale,  but  leukemia  patients  are 
clamoring  for  it.  Our  cover 
story,  by  medical  writer 
Robert  Langreth,  will  con- 
tribute to  the  frenzy. 

Are  we  raising  false  hopes 
by  writing  too  early  about 
medical  discoveries?  We  are 
aware  of  the  hazards.  Two 
decades  ago  interferon  was 
the  miracle  drug.  There  was  talk  about  how  it  would  cure 
wide  range  of  ailments,  cancer  included.  Well,  interferon 
used  today,  but  it  is  not  the  miracle  that  the  public  was  led 
expect.  It  is  used  to  treat,  for  example,  the  same  leukemia  th 
Glivec  treats,  but  many  patients  cannot  tolerate  it,  and  tl 
ones  who  can  appear  to  gain  only  one  extra  year  of  life  c 
average. 

Then  there  was  the  frenzy  over  Taxol,  made  from  ye 
trees.  Maybe  the  media  fell  in  love  with  it  because  it  is  a  proc 
uct  of  Mother  Nature.  It  works  against  breast  cancer — a  littl 
The  life  span  extension  is  measured  in  months.  Look  at  tl 
trends  in  mortality  on  the  American  Cancer  Society  sit 
www.cancer.org.  There  has  been  a  recent  dip  in  the  brea 
cancer  death  rate,  but  that  only  leaves  it  where  it  was  in  193' 

This  magazine  contributed  to  the  cancer-cure  hoopla  in 
Nov.  20,  1995  article  on  the  use  of  antibodies  against  lyn 
phoma.  We  were  right  to  be  writing  about  the  treatment  lor 
before  it  was  licensed.  It  turned  out  to  work,  and  shares  c 
the  company  featured,  Idee  Pharmaceuticals,  have  sine 
climbed  25-fold.  We  were  also  right  to  be  restrained  in  oi 
enthusiasm:  This  treatment  gives  you  a  one-year  remissioi 
not  a  cure. 

Langreth's  story  on  Novartis  and  its  possible  miracles 
hopeful  but  sober.  It  begins  on  page  90.  For  more,  go  t 
forbes.com/cancer. 

EDITO 
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wice  as  many  points 
twice  as  ma^  igiles 


l  U  get  to  start  thinking  about  vaca 


Now  you  can  earn  both  double  points  &  double  miles 
i  Double  Dip  stays  with  Hilton  H Honors  through  February,  2001, 


ton  HHonors  hotels  are  the  only  hotels  that  offer  you  both  hotel  points  and  airline  miles  for  the  same  stay.  And  now  through 
jruary  28,  2001,  you  can  earn  twice  the  points  and  twice  the  miles  for  the  same  stay  at  any  of  more  than  2,000  Hilton  HHonors  hotels 
ldwide.  You  don't  have  to  choose  between  hotel  points  and  airline  miles — you  get  both.  HHonors  calls  this  a  Double  Dip,  and  you 
i  Double  Dip  even  when  you  don't  fly  with  an  airline.  To  qualify  for  tins  promotion,  just  have  one  Double  Dip  stay  during  the  period, 
i  you'll  get  twice  as  many  points  and  twice  as  many  miles  for  every  additional  Double  Dip  stay  before  February  28th.  Plus,  HHonors 
imbers  can  enjoy  up  to  40%  off,  with  World  of  Savings  rates  outside  the  U.S.  To  enroll  in  Hilton  HHonors  or  to  make  reservations,  visit 
online  at  www.hiltonhhonors.com,  call  your  professional  travel  agent  or  call  1-800-HHONORS. 
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EMBASSY  SUITE! 
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INNS   '  S  U  I  T  I  S 


Double  Dip  stay  is  a  stay  for  which  you  earn  both  Points  &  Miles-'available  only  at  Hilton  HHonors  hotels  Must  have  one  Double  Dip  stay  to  qualify  for  twice  the  earnings  on  additional  stays 
Promotional  offer  valid  November  15.  2000  through  February  28.  2001  Hilton  HHonors  membership,  earning  of  Points  &  Miles,  and  redemption  of  points  are  subject  to  HHonors  Terms  and 

Conditions.  ©2001  Hilton  HHonors  Worldwide 
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READERS  SAY 


Inner-City  Investing 

In  "Depression:  A  State  of  Mind" 
(Jan.  8,  p.  30)  FORBES  toolcan  unfair 
swipe  at  Henry  R.  Kravis  and  the  New 
York  City  Investment  Fund.  The 
fund's  support  of  high-tech  compa- 
nies is  not  a  divergence  from  our  orig- 
inal purpose  of  assisting  economically 
distressed  neighborhoods  and  minor- 
ity entrepreneurs. 

To  date,  the  fund  has  provided 
money  and  expertise  to  45  projects 
that  will  generate  more  than  6,000 
new  jobs.  We  have  helped  make  New 
York  City  more  competitive  when  it 
comes  to  attracting  and  growing 
technology-based  companies.  We 
have  also  supported  nonprofit  orga- 
nizations and  economic  development 
activities  that  contribute  to  revital- 
ization  of  inner-city  neighborhoods. 
Many  of  our  investments — including 
Internet  investments — have  been  di- 
rected to  minority  entrepreneurs. 
Others,  such  as  our  creation  of  a  busi- 
ness incubator  at  a  community  col- 
lege, are  enhancing  the  education  of 
underprivileged  students. 

KATHRYN  WYLDE 
Chief  Executive  Officer 
New  York  City  Partnership 
&  Chamber  of  Commerce 
New  York,  N.Y. 

Restaurant  Revamp 

In  "Red-Hot  Chili's"  (Jan.  8,  p.  134)  the 
reference  to  Bennigan's  performance 
was  incorrect.  Here  are  the  facts:  Ben- 
nigan's completed  the  year  2000  with 
a  5.5%  increase  in  same-store  sales,  out- 
pacing the  industry  average  for  casual 
dining,  according  to  current  numbers 
from  two  restaurant  industry  stan- 
dards: GDR/Crest  and  Knapp-Track. 
This  year  also  marks  Bennigan's  third 
consecutive  year  of  positive  same-store 
sales  growth,  attributable  to  a  com- 
pletely revamped  menu  and  a  commit- 
ment to  exceptional  service. 

PEGGY  MARSHALL-MLMS 
Vice  President 
Metromedia  Restaurant  Group 
Piano,  Tex. 


Up  in  Smoke 

"The  Giant  Tobacco  Robbery" 
(Jan.  22,  p.  62)  is  a  clear  descrip- 
tion of  how  the  tobacco  industry 
makes  its  profits.  I,  however,  find 
your  perspective  on  the  issue 
rather  shortsighted.  You  say 
"constitutional  rights  are  being 
stepped  on"  and  use  words  like 
"collusion"  and  "cartel"  to  de- 
scribe the  current  situation. 
FORBES'  approach  to  the  issue  is 
tabloidish,  at  best. 

Let's  imagine  "new"  tobacco 
companies  didn't  have  to  sup- 
port the  existing  claims  against 
the  polluting,  life-shortening, 
cancer-causing  industry.  All  the 
"old"  companies  could  claim 
bankruptcy  and  then  sell  out  to  a 
"new"  corporation  that  would 
buy  the  assets  cheap.  They  could 
even  change  brand  names.  Ex- 
ample: Salem  could  become 
Sailem  and  Marlboro  could  be- 
come Marlbouro. 

I  don't  feel  one  iota  of  sor- 
row for  Jesse  Hodges. 

TIM  WEST 
Westport,  Conn. 


Evaluating  Our  Education 

"School  of  Hard  Knocks"  (Dec.  11 
2000,  p.  80)  misrepresented  Standard 
&  Poor's  School  Evaluation  Service 
(SES).  The  article  suggested  this  prod 
uct,  which  applies  S&P's  analytical  ex 
pertise  to  the  management  of  schooj 
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GOOD  MORNING 

Once  again,  today  has  arrived.  And  it  brings  with  it  the 
same  meetings,  the  same  problems,  and,  in  many 
cases,  the  same  solutions.  Unfortunately,  many  of 
those  same  solutions  aren't  working.  Because 
business  has  been  transformed  by  the  little  letter  e. 
And  the  technology  that  was  once  the  domain 
of  twentysomethings  with  a  website  and  a  warehouse 
in  their  garage  is  now  an  integral  part  of  every  business.  Fortunately, 
however,  the  same  principles  that  made  for  good  management  before 
still  make  good  eBusiness  sense.  Of  course,  that's  a  lot  more  difficult 
now  that  your  business  isn't  contained  by  four  walls  and  needs  to  be 
accessible  anywhere,  anytime,  for  anyone.  That's  why  it's  more  important 
than  ever  to  have  the  very  best  software.  Software  that  manages  your 
business  processes  -  integrating  all  parts  of  your  company,  including 
suppliers  and  partners,  to  make  sure  that  they're  working  together 
seamlessly.  Software  that  manages  information  -  storing,  accessing,  and 
utilizing  the  vast  wealth  of  knowledge  that  you  continually  gather  about 
yourself  and  your  customers.  Software  that  manages  your  infrastructure - 
maintaining  and  securing  your  assets  while  letting  you  see  the  big 
picture  to  ensure  that  everything  keeps  running  smoothly.  There's  no 
doubt  about  it.  Things  have  changed.  But  that  just  means  there  will  be  new 
solutions  to  the  old  problems.  And  we  think  that's  a  change  for  the  better. 

HELLO  TOMORROW 

WE  ARE  COMPUTER  ASSOCIATES 

THE  SOFTWARE  THAT  MANAGES  eBUSINESS 


ca.com  Computer  Associates 


©2001  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  companies. 
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www,  flexjet.  com 


JUST  CHANGED 

FRACTIONAL 
OWNERSHIP 
FOREVER 


The  unprecedented  "Walk  Away  Lease"  from  Flexjet 

•  Get  your  own  brand  new  Learjet*  31A  directly  from  the  manufacturer. 

•  Lease  with  no  money  down,  monthly  payments  as  low  as  $4500.* 

•  Residual  value  considerations  are  eliminated. 

•  Every  aircraft  is  equipped  with  the  most  advanced  safety  features. 

•  Industry's  highest  standards  for  pilot  training  and  experience. 

•  For  more  information  on  the  many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level  of  personal  service  and  attention 
to  detail,  call  1-800-FLEXJET. 


'Conditions  Apply 


BOMBARDIER 

AEROSPACE 


Flexjet  Is  a  Bombardier  Aerospace  program 


systems,  was  launched  under  a  clo 
of  secrecy.  On  the  contrary,  over  t 
three  years  that  S&P  has  been  develc 
ing  SES  we  have  been  careful  to  infoi 
the  education  community  about  h< 
the  service  works.  In  fact,  a  formal  i 
Advisory  Group  is  functioning 
Michigan,  as  is  a  national  adviso 
panel  of  distinguished  educators  a: 
academic  researchers. 

WILLIAM  C( 
Managing  Direa 
Standard  &  Poo 
New  York,  N. 

The  Michigan  Education  Associate 
(MEA)  is  in  no  way  "apoplectic"  abo 
S&P's  presence  in  Michigan,  as  y< 
wrote  ("School  of  Hard  Knocks,"  Di 
11,  2000,  p.  80).  Indeed,  MEA's  workii 
relationship  with  S&P  is  positive.  Fu 
thermore,  MEA  did  not  "wheedle' 
way  onto  a  panel  advising  S&P.  It  was 
mutual  agreement. 

MARGARET  TRIMER-HARTL1 
Director  of  Communicatio 
Michigan  Education  Associatit 
East  Lansing,  Mic 

Tea  Party 

I'm  new  to  the  world  of  fine  tea — b' 
now  I'm  addicted  ("How  About  a  Ni 
$10  Cuppa  Tea?"  Dec.  11,  2000,  p.  362 
I've  learned  there  is  tea  that  goes  abo' 
and  beyond  Earl  Grey.  I  have  also  come 
appreciate  the  art  of  preparing  tea  in  tl 
Chinese,  Japanese  and  Korean  ways,  usir 
traditional  tea  ware.  It  adds  so  much 
the  experience  and  taste.  Gotta  go,  my  e: 
pensive  cup  of  tea  is  getting  cold. 

KARA  SABAD 
New  York,  N. 

Corrections 

In  "The  Contrarian  Times"  (Jan. 
p.  128),  we  incorrectly  said  76.6  millio 
Americans  read  the  newspaper  today, 
opposed  to  1 13  million  in  1990.  Whi 
the  percentage  of  the  adult  populatio 
reading  newspapers  went  from  62.4%  t 
55.1%  in  that  time,  the  number  of  adu 
readers  rose  slightly  to  1 15  million. 


Send  e-mail  to  readers@forbes.cor 
Letters  will  be  edited.  Please  indue 
address  and  phone  number. 
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JUMPING  FROM  A  PLANE  AT  14,000  FEE 

EXTREME  SKIING  EVERES 

WORKING  ACROSS  DISCIPLINES  TO  CREA1 

A  STRATEGIC  OPPORTUNITY  FOR  SOUTHEASTERN  UTILITI 

MARKETING  THEIR  EXCESS  MEGAWATI 

TO  MEET  EXTRA-REGIONAL  ENERGY  DEMANI 

^  a  rush  is  a  rush  is  a  rush  ^ 


negy,  we  live  for  the  rush  of  turning  the 
exities  of  the  marketplace  into  upside 
ir  clients.  In  this  case,  we  worked  with  a 
of  utilities  to  jointly  bundle,  transport 
ell  excess  electricity  into  new  markets, 
ng  major  new  revenue  streams  for 
Cool  stuff  like  that.  Our  business  is  to 
at,  generate,  deliver  and  manage  energy 

iynegy.com  877-4-DYNEGY 

and  the  tangram  are  trademarks  of  Dynegy  Inc. 


and  B2B  broadband  services  for  our  clients. 
We  do  it  with  creativity,  savvy  and  a  work 
ethic  second  to  none.  And  we  do  it  well.  In 
just  15  years,  Dynegy  (NYSE:  DYN)  has 
become  a  company  with  revenues  topping 
$22  billion -now  listed  on  the  S&P  500.  If  you 
get  a  rush  from  success  like  that,  check  out 
our  website  at  www.dynegy.com. 


Dyn 


You're  competing  in  the  Internet  Economy.  The  Economy  of  Skills.  Where  intellectual  capital  is  the  currency  of  the  day. 
You  need  to  create  a  company  culture  that  welcomes  new  ideas  and  new  ways  of  thinking.  And  you  need  the  best  people 
to  make  that  happen.  Are  you  doing  everything  you  can  to  find  the  best  talent  now?  What  if  you  made  it  easy  for  new 
graduates  to  give  you  their  resumes  online?  What  if  you  could  match  up  the  perfect  candidate  with  the  right  hiring  manager 


within  hours?The  Internet  can  help  you  recruit  faster  and  more  cost-effectively  than  you  can  imagine. 
In  fact,  our  cost  per  hire  dropped  39%,  and  our  time  to  hire  dropped  60%.  We  can  show  you  how. 
Whether  you  manage  your  own  network,  or  use  a  service  provider  with  a  Cisco  Powered  Network 
(QCjSCO'  we  can  help  you  discover  a  new  way  to  recruit  for  the  future.  Visit  cisco.com/go/iq 


Cisco  Systems 


Empowering  the 
Internet  Generation'" 


Informer 


ED1I.ED.BY  WILLIAM  P.  BARRET 


informer@forbes.com 


et  the  tone  taxwise  for  the 
extended  family:  Sam  Walton. 


Always  Low  Taxes,  Always 

►  Billionaire  Wal-Mart  founder  Sam  Walton  (1918-92)  fa- 
mously ducked  estate  taxes.  Now  a  unanimous  U.S.  Tax  Court 
ruling  that  killed  a  tax  reg  could  let  Audrey  Walton,  his  late 
brother's  ex-wife,  shift  part  of  her  $750  million  (current  value) 
Wal-Mart  stake  to  her  two  daughters  tax-free.  Her  use  of 
"zero-cost"  grantor  retained  annuity  trusts — GRATs — works 
only  if  the  stock  rises  during  the  trusts'  term.  Wal-Mart's  stock 
slid  after  the  challenged  two-year  trusts  were  set  up  in  1993, 
but  Audrey,  76,  likely  used  GRATs  again  later  on,  when  Wal- 
Mart  zoomed.  No  word  on  an  appeal.  — Janet  Novack 

Wherever  He  Is,  Orson  Welles  Is  Smiling 

►Tycoon  William  Randolph  Hearst  (1863-1951)  likely  will  get 
another  image-bruising  with  the  big-screen  release  this  year  of 


The  Cat's  Meow.  The  Peter  Bogdanovich  film  tells  th 
story — debunked  by  historians — that  Hears- 
(played  by  Edward  Herrmann)  fired  a  gun  at  Char 
lie  Chaplin  (Eddie  Izzard)  aboard  a  company  yacht  i| 
1924  for  messing  with  Hearst  mistress  Marioi 
Davies  (Kirsten  Dunst)  but  instead  killed  anothe) 
man.  Hearst  Corp.  is  keeping  mum  but  probably  wonl 
use  its  media  properties  against  the  Lions  Gate  flick  ai 
it  did  in  1941  battling  Citizen  Kane,  the  last  big  filrj 
depicting  an  overbearing  Hearst.  — Mark  Lacta 

Boo-boo  Tax 

►  Intuit  Inc.  has  just  finished  scrambling  to  fix  a  bi; 
glitch  in  its  popular  TurboTax  software.  In  some  cir 
cumstances  the  program  calculated  a  huge — and  er 
roneous — tax  liability  for  people  who  during  200» 
exercised  incentive  stock  options  from  companies  whose  share 
subsequendy  fell  in  value.  Given  last  year's  stock  market  per 
formance,  many  taxpayers  could  have  been  affected.  Intuit  say 
a  corrective  patch  is  now  available  for  downloading  online  anil 
that  users  are  being  reminded  to  update  the  program. — W.P.B 

The  Man  from  L.A.W.S.U.I.T. 

►  In  recent  years  tough-guy  actor  Robert  Vaughn,  68,  has  carve» 
out  a  nice  sideline  as  a  television  pitchman  for  plaintiff  lav 
firms  around  the  country.  "Personal  Injury  TV  Commercial) 
That  Dominate  Every  Market,"  says  a  full-page  ad  in  a  recerj 
issue  of  trade  pub  Trial  magazine,  directing  inquiries  to  Marke 
Masters-Legal,  Northampton,  Mass.  Vaughn's  spots  get  noticec 
Calling  them  unethical,  North  Carolina  legal  authorities  jus 
moved  to  block  their  use  by  two  local  firms.  Now  the  wholl 
matter  is — where  else? — in  court.  — W.P.E 


With  Press  Like  This,  Who  Needs  an  M.B.A.? 


In  1968  Coca-Cola  hired  several  Harvard  Business  School  professors  as  consultants  on  their 
own  time  to  visit  Mexico  and  hold  six  weeks  of  seminars  for  employees— including  a  rising  star 
named  Vicente  Fox.  Harvard  says  Fox  never  attended  any  of  its  schools  and  never  earned  an  of- 
ficial credential.  Yet  U.S.  media  keep  hyping  the  resume  of  Mexico's  new  president.  —W.P.B. 


MEDIA  OUTLET 

Arizona  Republic 
Boston  Globe 
Business  Week 
Chicago  Tribune 
Dallas  Morning  News 
Fort  Worth  Star-Telegram 
Orange  County  Register 
Seattle  Times 
USA  Today 
Washington  Post 


PUBLISHED  DESCRIPTION  OF  FOX'S  BACKGROUND 

'M.B.A.,  Harvard  University" 

spent  a  year  studying  at  Harvard" 

'executive  diploma  from  Harvard  Business  School" 

'master's  degree  at  Harvard" 

'earned  an  honorary  management  degree  from  Harvard" 

'graduate  of  Harvard  Business  School" 
'degree  in  management  from  Harvard  University" 
'graduate  degree  from  Harvard" 
'Harvard  M.B.A." 

'studied  business  administration  and  management  ...  at  Harvard 
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Truth  is,  it  can  be  a  lot  of  fun. 

Especially  when  you're  creating 
breakaway  opportunities.The  kind 
that  transforms  companies  and 
launches  careers.  At  Acxiom, 
we  help  you  invent  exciting  new 
ways  to  build  more  meaningful 
customer  relationships  every  day. 

We  do  it  through  innovative  data 

services  and  technologies  such  as 

4  ® 
Solvitur  sm,  InfoBase  ,  the  Acxiom 

SM 

Data  Network   and  our  exciting, 

™  _ 

newAbiliTec.  The  Customer  Data 
Integration  software  that  gives 
your  entire  organization  the  most 
accurate  picture  of  your  customer 
ever  assembled. 

Join  us  in  a  very  bright  future. 
One  where  we  reach  the  top 
together  and  just  keep  climbing. 

Acxiom.  Innovations  through 
Customer  Data  Integration. 


ACXIOM 


FOLL 0  W-THROUGH 


EDITED  BY  SUSAN  ADAfV 


NOVEMBER  13,  2000 

NYSE  News 

OUR  NOVEMBER  COVER  STORY  ON  THE 
New  York  Stock  Exchange  contended 
that  the  Big  Board  would  continue  to 
prosper  because  it  is  still  the  cheapest 
place  for  investors  to  trade.  The  next 
month  we  warned  that  Nasdaq  market- 
makers  scalp  investors  by  standing  be- 
tween most  trades,  and  taking  a  cut. 
The  Securities  &  Exchange  Commis- 
sion weighed  in  last  month  with  a  study 
that  backed  us  up.  The  feds  found  the 
spreads  for  many  Nasdaq  stocks  are 
double  those  on  the  NYSE.  Predictably, 
the  NYSE  hailed  the  result  while  Nasdaq 
questioned  its  validity.  — Ne/7  Weinberg 

NOVEMBER  13.  2000 

Sears  Woebuck 

A  FEW  MONTHS  AGO  WE  WROTE  THAT 
Sears'  "softer  side"  had  turned  to  mush 
and  suggested  that  new  Chief  Alan  Lacy 
dump  the  apparel  business  and  focus  in- 
stead on  what  Sears  knows  best — selling 
and  servicing  hard  goods.  Sears  is  not 
taking  our  advice.  After  a  miserable  hol- 
iday season  the  hulking  retailer  an- 
nounced plans  to  close  89  underper- 
forming  stores,  including  53  National 
Tire  &  Battery  outiets  and  30  Sears  hard- 
ware stores,  two  venues  that  carry  some 
of  its  bestselling  brands.  —Mark  Tatge 


JULY  5,  1999 

Grounded 

LOOKS  LIKE  THERE'LL  BE  NO  SPACE 
odyssey  for  Rotary  Rocket.  The  Mojave, 
Calif,  outfit  had  planned  to  launch  its 
first  low-earth-orbit  satellite  by  2001. 
Unable  to  finance  its  scheme,  the  com- 
pany has  all  but  ceased  operations. 
Founder  Gary  Hudson  quit  in  April 
and  only  six  employees  remain.  Prop- 
erty-tax collectors  seized  the  firm's  Mo- 
jave Airport  plant  for  two  days  in  De- 
cember. An  auction  was  called  off  once 
the  company  paid  a  $20,000  tax  debt. 

— Nathan  Vardi 

SEPTEMBER  8,  1997 

Sins  of  the  Father 

THE  REVEREND  BRUCE  E.  HAWTHORN 
didn't  like  our  story  three  years  ago  ex- 


posing the  underbelly  of  his  churcl 
based  health  plan  in  Barberton,  Ohi< 
in  which  80,000  subscribers  poole 
$54  million  each  year  to  pay  one  ar 
other's  hospital  bills.  The  Hawthor 
clan  tapped  funds  to  build  a  for-prol 
side  business  and  to  pay  for  goodh 
like  cars  and  estates,  while  ailing  belie 
ers  waited  months  for  medical  bills  1 
be  paid. 

Ohio  Attorney  General  Betty  I 
Montgomery  apparently  thinks  we  gc 
the  facts  right.  In  December  she  filed 
$16.3  million  suit  against  Hawthorn,  hi 
companies  and  ten  of  his  relatives.  Tr 
charge:  submitting  fictitious  hospit; 
bills  and  squandering  charitable  dons 
tions  on  houses,  cars,  a  motor  home,  a 
airplane  and  a  21 -year-old  exotic  dance 
pal  of  the  reverend.  Hawthorn  denk 
any  wrongdoing. 

— Brigid  McMenamt 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES/February  I,  1926 

A  Car  in  Every  Garage  Two  ideas  which  seemed  preposterous  as  late  as  1924  a 
crawling  steadily  up  toward  par  in  public  opinion.  One  demands  a  car— no,  as  many  cars  as  the  purse  w 
buy— for  every  family  and  every  independent  bachelor  or  spinster,  and  the  other  insists  that  the  rest  of  tl 
world  is  bound  to  come  as  fast  as  its  means  will  let  it  to  the  same  viewpoint  and  will  have  to  get  their  supplii 
from  this  country  so  long  as  this  country  can  produce  them  much  more  cheaply  than  England,  Germany,  Franc 
Italy,  or  Belgium— which  means  for  a  number  of  years. 

40  YEARS  AGO  IN  FORBES/October  15,  1961 

Shake,  Retail  and  Roll  Last  month,  determined  that  Montgomery  Ward's  inglorioii 
history  of  missed  opportunities  will  not  be  repeated,  Chairman  John  Barr  moved  boldly  into  discount  hou; 
merchandising.  And  for  once,  Ward  was  there  ahead  of  arch-rival  Sears.  In  his  most  ambitious  move  sine 
he  took  charge  of  Ward,  Barr  proposed  to  buy  aggressive  Interstate  Department  Stores,  a  61-store  nation 
chain.  Since  Interstate  went  into  discount  merchandising  in  1959  sales  have  risen  73%,  but  earnings  hav 
gone  up  117%.  It  is  the  profits'  infusion  that  Barr  especially  needs. 

In  late  December  128-year-old  Montgomery  Ward  announced  it  would  file  for  bankruptcy  and  close  \ 
250  stores. 

20  YEARS  AGO  IN  FORBES  March  30,  1981 

Asbestos  Times,  the  Worst  of  Times 

Only  a  few  months  ago  Johns-Manville,  the  world's  largest  asbestos  producer, 
was  minimizing  its  involvement  in  product-liability  litigation.  After  all,  with  19 
victories  out  of  28  cases  contested  so  far,  J-M  was  confident  it  could  win  in 
court,  and  the  company  believed  it  was  amply  insured.  Furthermore,  Chair- 
man John  A.  McKinney  predicted  the  number  of  new  suits  would  shortly  level 
off.  Instead,  people  keep  right  on  suing  J-M.  Neither  the  accountants  nor 
J-M  can  any  longer  guarantee  that  the  corporation  has  sufficient  funds  to  meet  all  potential  claim: 
In  1982  Johns-Manville  filed  for  bankruptcy,  but  it  emerged  successfully  in  1988.  Warren  Buffett's  Bert 
shire  Hathaway  recently  agreed  to  buy  J-M  for  $2  billion. 
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What  a  dog  feels 
when  the  leash  breaks. 

Instant  freedom,  courtesy  of  the  Boxster  S.  The  250  horsepower  boxer  engine  launches 
you  forward  with  its  distinctive  growl.  Any  memory  of  life  on  a  leash  evaporates  in  the  wind 
rushing  overhead.  It's  time  to  run  free.  Contact  us  at  1-800-PORSCHE  or  porsche.com. 


ON  MY  MIND 


EDITED  BY  TIM  W.  FERGUSOI 


Silent  Songbirds 

Woe  is  us,  Beltway  media.  The  Bushie  works, 
but  he  does  not  talk.  How  can  we  look  smart 
with  such  people  in  the  White  House? 


SENIOR  EDITOR,  THE  WEEKLY  STANDARD,  AND  AUTHOR 
OF  BOBOS  IN  PARADISE  (SIMON  &  SCHUSTER) 

I  know  we're  probably  not  high  on  your  sympathy  list,  but 
have  you  stopped  to  consider  how  miserable  life  is  going  to  be 
for  journalists  covering  the  Bush  Administration?  For  eight 
years  we've  been  romping  on  the  waterbed  that  was  Clintonia, 
being  fed  daily  heapings  of  leaks,  lies  and  scandals.  And  then 
after  being  spoiled  in  this 
way — bam!  In  come  the 
Stepford  wives. 

The  corporate  culture  of 
the  Bush  team  is  unlike  that 
of  any  other  recent  Admin- 
istration, even  that  of  Poppy 
Bush.  You  walk  into  their 
offices  and  there  are  scores  of 
hardworking  anal-retentives 
sitting  behind  neat  desks  in 
their  crisp  white  shirts, 
surrounded  by  their  tidy 
bottles  of  mineral  water  and 
their  color-coded  file  folders. 
They  don't  leak.  They  don't 
gossip.  They  don't  stab  each 
other  in  the  back.  They  are 
loyal  to  their  bosses  and  their 
cause.  They  just  work,  work, 
work.  It's  a  nightmare. 

The  core  of  the  difference 
is  in  the  sort  of  people  George  W.  hires.  Past  administrations 
hired  people  who  were  like  us  journalists;  they  went  to  the 
same  parties,  they  read  the  same  small  magazines,  they  dated 
journalists  and  thought  it  might  be  fun  to  become  journalists 
after  government  service.  Clintonians  were  eager  to  put  their 
feelings  into  words  and  to  impress  journalists  by  spreading  lit- 
tle bits  of  inside  dope.  Bush  Administration  members,  by  con- 
trast, admire  business  leaders  and  regard  journalists  as  ser- 
vants if  they  are  useful  and  vermin  if  they  are  not.  It's  not  only 
that  they  don't  leak  to  us,  they  don't  even  flatter  us. 

The  Bush  brain  is  not  a  journalist's  brain.  When  the  jour- 
nalist brain  gets  a  piece  of  information,  its  desire  is  to  tell 
people.  The  Bush  brain's  desire  is  to  tell  no  one.  Even  the 
people  who  got  nominated  for  Cabinet  posts  didn't  find  out 
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until  the  last  moment,  sometimes  after  weeks  of  silence  fol 
lowing  an  initial  interview.  I  ran  into  a  Cheney  staffer  at 
party  after  hearing  he'd  gotten  an  important  job.  I'd  forgoti 
ten  what  it  was  so  I  asked  him  innocently  if  he  was  going  int^ 
the  Administration.  He  just  smiled  at  me.  It  wouldn't  hav 
hurt  to  tell  me.  The  job  had  been  announced  publicly.  Bu 
not  talking  is  just  what  people  in  this  Administration  do. 

Most  journalists  like  to  be  seen  as  interesting  people 
They  like  to  say  things  that  are  new  and  provocative.  Bushie 
have  risen  above  such  petty  desires.  When  you  get  an  inter 
view  with  a  Bushie  you  will  be  seated  on  an  office  couch  ii 
front  of  a  spare  coffee  table.  The  person  you  are  interviewin) 
and  an  aide  will  sit  opposite.  You  will  try  to  think  of  smal 
talk  to  break  the  ice.  ("Have  you  run  across  any  neat  businea 
card  organizers  recently?")  Then  you'll  begin  asking  ques 
tions,  and  the  Bush  Administration  guy  will  begii 
answering.  You  know  he  is  answering  because  his  lips  ar 

and  sounds  arl 


'The  Administration  tends  to  hire  people  who  admire 
business  leaders  and  who  regard  journalists  as  ser- 
vants if  they  are  useful  and  vermin  if  they  are  not." 


moving 

coming  out,  but  he's  not  say 
ing  anything. 

Bushies  are  masters  q 
banality:  The  Bushspeak  tha 
comes  out  of  the  President! 
own  mouth  tends  to  consis 
of  an  odd  pronunciation  cj 
unremarkable  prose.  He  wij 
say  something  iike,  "We  nea 
an  educational  policy  tha| 
helps  students  learn,"  ani 
then  he  will  sit  back  as  if  hi 
has  just  said  something 
which  of  course  he  hasn't. 

Instead  of  wanting  t\ 
seem  interesting,  Bushie] 
want  to  seem  effective.  The 
want  to  appear  so  powerful 
they  don't  need  to  be  inter] 
esting.  They  value  manage! 
ment  experience  and  effil 
ciency,  and  they  don't  value  people  who  take  team  secret] 
and  leak  them  to  the  press.  When  that  happens,  the  Bush  goj 
turns  into  a  vengeful  one. 

So  I  know  what  you're  thinking.  This  is  good  for  th] 
country.  We  are  about  to  have  an  Administration  that  work) 
together  and  prizes  efficiency.  We  are  about  to  have  an  Ad! 
ministration  that  runs  like  a  business  instead  of  a  dorm  rooq 
bull  session.  We  are  about  to  greet  a  White  House  team  thq 
is  marked  by  discipline  instead  of  sprawl.  If  you  do  thin) 
that,  all  I  can  say  is  I  wish  you  wouldn't  be  so  broad-minded 
Think  of  us  Beltway  journalists.  Think  of  Geraldo  and  Chril 
Matthews.  Think  of  Leno  and  Letterman.  Is  it  better  to  live  ii 
an  effective  country  or  an  entertaining  country?  I  think  wj 
all  know  the  answer  to  that  question. 
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Introducing  the  Compaq  MP2800  Microporta 
the  smallest  in  the  world.  The  tiny  size,  howe 

performance  or  features.  The  MP2800  has  an  all-digital  display  and  900  lumens 
of  brightness  so  your  presentations  .are  always  vivid,  clear,  and  above  all 
■  memorable.  And  by  the  way,  it's  just  three  pounds.  The  MP2800  Microportable 
Projector.  It's  technology  that  frees  you  to  move,  and  move  people.  To  learn  more 
about  the  Compaq  MP2800  (also  available  bundled  with  Compaq  Armada  note- 
books), call  1-800-AT-COMPAQ  or  visit  compaq.com/products/projectors. 
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JDEDWARDS 


BECOME 

ARCHITECT 

OF 

FREEDOM. 

The  writing's  on  the  wall.  Collaboration  is  the  key  to  profitability  in  the  New  Economy.  Enterprises  must 
share  information  and  processes  with  the  outside  world.  It's  time  to  harness  the  power  of  your  partners,  vendors, 
customers  and  employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  truly 
collaborate,  you  need  freedom  of  choice.  That's  what  we  offer  at  I  D.  Edwards.  We  provide  the  only  enterprise-wide 
foundation  that  gives  you  the  freedom  to  choose  the  best  solutions.  So  you  can  run  with  any  idea.  Connect  with 
any  business  partner.  Plug  in  any  application.  And  transform  enterprise  software  from  a  constraining  liability  into 
a  liberating  asset.  Isn't  freedom  amazing?  To  collaborate  and  thrive,  visit  www.jdedwards.com/freedom. 


THE   FREEDOM  TO   CHOOSE.   THE   POWER  TO   SHAR  E!" 
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Limit  or 
Market 
Orders 

(1-5000  shares 
traded  online)  ' 


Real-Time 
Streaming 
Stock  Quotes 
That  Continuously 
Update1 


Commitment 
on  Executing 
Marketable 
Orders 


Margin  Interest 
Rate  With  a 
$10,000  Debit 
Balance 


DATEK 
ONLINE 


$9.99 


Warning: 

Your  online  broker  may  not 
want  you  to  see  this. 


E*TRADE       AMERITRADE  WATERHOUSE  SCHWAB 


$19.95 
limit 

$19.95 
market 

($14.95  NYSE& 
AMEXonly) 


$13.00 
limit 


Free  and  .  :^;+„j3 
Unlimited*  L,mited 


Within  60 
seconds  or 
commission 
free5 


8.75%6       10.25%  10.25% 


Ever  wonder  why  other  online  brokers  avoid  comparison  charts?  Maybe  it's  because  facts  don't 
lie.  So  take  a  good  look  at  how  the  leading  online  brokers  measure  up  to  Datek  Online.  After  all, 
when  it  comes  to  your  money,  shouldn't  you  be  with  the  one  online  broker  that  was  built  to  trade? 
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Get  10  free  online  trades*  when  you  switch  to  Datek  Online. 


if 


Open  an  account  by  applying  online  at  www.datek.com/mag 

and  entering  activation  code  AAA. 


www.datek.com/mag 


1-877-DATEK~ 


Built  to  trade 


ONLINE 
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Comparison  data  and  rates  are  based  on  a  phone  survey  conducted  10/10/00.  supplemented  by  published  information. 

'  Open  and  fund  an  account  by  6/30/01  and  get  10  commission-free  online  equity  trades.  Limit  one  new  account  offer  per  type  of  account.  Offer  excludes  existing  Datek  customers  and  cannot  be  combined  with  other 

offers.  Other  terms  apply. 

1  Streaming  quotes  update  continuously  without  having  to  refresh  the  Web  page. 

2  Real-time  quote  privileges  differ  for  professional  users.  High  volumes  of  trading  and  volatility  may  result  in  executions  at  prices  significantly  away  from  the  price  quoted  or  displayed  at  the  time  of  order  entry. 

3  Only  Power  E*Trade  customers  making  30+  trades  per  quarter  are  eligible. 

4  Streaming  quotes  available  via  Velocity  software  only.  Minimum  eligibility  requirements  for  streaming  quotes  include  a  minimum  of  $1,000,000  in  mvestable  assets  or  48  trades  per  year  with  $50,000  in 
investable  assets. 

5Sixty-second  commitment  applies  to  online  orders  that  are  marketable  after  9:45  a.m.  Eastern  Time.  The  order  cannot  be  a  short-sale  and  the  market  must  not  be  crossed,  locked  or  halted.  Certain 
restrictions  apply.  See  Website  for  details.  The  60-second  commitment  does  not  apply  to  orders  for  OTC  Bulletin  Board  Stocks  and  Options.  For  those  utilizing  Datek  Direct,  the  60-second  commitment 
does  not  apply  unless  Datek's  proprietary  Auto  Routing  is  selected. 

6Datek  Online's  margin  interest  rate  is  effective  7/11/00  and  is  subject  to  change.  See  Website  for  current  rate. 
High  volumes  of  trading  and  volatility  may  result  in  executions  at  prices  significantly  away  from  the  price  quoted  or  displayed  at  order  entry 
System  response  and  access  times  may  vary  due  to  market  conditions,  system  performance  and  other  factors. 
©2001  Datek  Online  Brokerage  Services  LLC.  Member  NASD/SIPC. 


FtCT  AND  COMMENT 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


SURPLUS? 


JSflSH  THE  WORD  TO  THE  MEMORY  HOLE.  PRESIDENT  BUSH, 
5  economic  policymakers  and  tax  relief  advocates  should 
ase  referring  to  the  excess  money  Washington  is  taking 
)m  us  as  budget  surpluses.  Instead  they  should  call  these 
tra  revenues  government  overcharges.  Surplus  has  a  nice 
ig  to  it;  overcharge  has  the  opposite.  If  you  asked  the  Amer- 
m  people  what  to  do  about  the  government's  overcharging 


for  its  services,  the  answer  would  be  obvious:  Return  the 
funds  to  those  who  were  overcharged.  That  seems  only  fair. 

Rhetoric  does  often  define  reality.  When  opponents  of  the 
estate  and  inheritance  tax  referred  to  this  exaction  as  a  death  tax, 
they  seized  the  moral  high  ground.  The  idea  of  taxing  dead  peo- 
ple struck  most  Americans  as  repugnant,  one  reason  that  even  a 
goodly  number  of  Democrats  voted  to  eliminate  this  levy. 


SETTING  UP  SADDAM  FOR  HIS  JUST  DESERTS 


ME  UNFINISHED  PIECE  OF  BUSINESS  SECRETARY  OF  STATE 
lin  Powell  must  deal  with  is  Iraq.  Powell  has  said  that  he 
mts  to  strengthen  sanctions  against  Iraq.  He  should  also  move 
give  life  to  a  piece  of  legislation  Congress  passed  two  years 
o,  which  the  Clinton  White  House  resolutely  ignored.  That 
v  provides  almost  $100  million  to  fund  anti-Saddam  Hussein 
mocrats  in  developing  a  military  force  that  could  be  used 
ainst  the  Butcher  of  Baghdad.  There  is  ample  precedent  from 

UWII  for  such  a  militarily  muscular  government-in-exile. 
Coupled  with  this  move  should  be  a  renewed  U.S.  effort  to 


establish  an  effective  no-fly  zone  over  all  of  Iraq.  There'd  be 
much  more  likelihood  of  anti-Saddam  uprisings  if  would-be 
rebels  knew  that  Saddam  couldn't  quickly  hit  them  from  the 
air,  as  he  so  murderously  did  in  the  aftermath  of  the  1991  Gulf 
War.  These  moves  could  create  conditions  for  the  downfall  of 
this  bloody  despot  and  not  leave  us  twiddling  our  thumbs  in 
the  hopes  that  rumors  of  Saddam's  deteriorating  health  prove 
true.  Our  new  government  should  be  spurred  in  this  effort  by 
the  knowledge  that  Saddam,  more  than  any  other  Arab  leader, 
wants  to  promote  a  general  Mideast  war  against  Israel. 


ADEQUATELY  ARMING  OUR  ALLY 


APRIL  TAIWAN  WILL  HAVE  HS  YEARLY  MEETING  WITH  WASH- 
gton  to  go  over  what  arms  it  needs  to  buy  to  maintain  an  ef- 
r:tive  defense  against  Mainland  China.  This  review  is  man- 
ted  under  the  1979  Taiwan  Relations  Act.  The  Taiwanese  will 
quest,  if  they  haven't  beforehand,  that  they  be  allowed  to  pur- 
ase  four  Kidd-class  destroyers.  Last  year  the  Clinton  Aolrninis- 
tion  refused  to  act  on  Taiwan's  request  for  four  more-sophis- 
;ated  Arleigh  Burke-class  destroyers.  Taipei  hopes  eventually 
get  these  superior  warships,  but  will  make  do  with  the  Kidd- 


class  for  now.  The  Bush  Administration  should  respond 
quickly  and  positively,  even  though  Beijing  will  raise  a  big  fuss. 

China's  recent  acquisition  of  destroyers  and  warplanes 
from  Russia  makes  it  imperative  that  we  sell  our  vessels  to 
Taipei.  Beijing  has  already  been  beefing  up  its  anti-Taiwan 
ballistic  missile  forces. 

An  unequivocal  yes  to  Taipei  would  let  Beijing  know  that 
it  won't  be  able  to  threaten  and  cow  Taiwan  into  submission. 
This  will  save  us  considerable  trouble  in  the  future. 


TOXIC  DECREE 

THE  WANING  DAYS  OF  THE  CLINTON  AD- 

1"  inistration,  the  Environmental  Protection 
;ency  issued  an  edict  that  General  Electric 
end  nearly  half  a  billion  dollars  dredging 
e  Hudson  River  to  remove  PCBs,  which 
e  supposedly  carcinogenic.  This  is  a  need- 
s,  expensive  and  possibly  harmful  ruling. 
Itie  new  Bush  Administration  should 
Jjomptly  review  it  and  overturn  it. 

PCBs  were  routinely  used  until  about  25 
Bars  ago  in  the  manufacture  of  a  number  of  Hey,  EPA,  the  fish  are  fine. 


items,  including  electrical  transformers.  Every- 
thing General  Electric  did  regarding  their  use — 
and  disposal — was  legal.  When  PCBs  were 
declared  a  carcinogen,  GE  ceased  using  them. 

The  EPA's  decision  is  wrong  for  several  rea- 
sons. PCBs  are  actually  not  carcinogenic — un- 
less you  repeatedly  overdose  a  laboratory 
mouse  with  them.  There's  a  greater  basis  for 
prohibiting  cauliflower  (for  reasons  other  than 
taste),  because  if  you  eat  enough  of  it  raw,  you 
could  die.  This  is  just  another  example  of  the 
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I  A  C  J  AN  U  U  U  M  M  L  N  I 


EPA's  fetish  for  junk  science.  Even  if  the  trace  elements  of  PCBs 
that  can  be  found  in  Hudson  River  fish  posed  a  danger  to  hu- 
mans, the  EPA's  solution  is  ill-conceived.  It  would  be  better  to 
prohibit  fishing  along  the  river.  PCBs  are  now  embedded  at  the 
bottom  of  the  river,  getting  buried  under  more  and  more  mud 
as  time  goes  on.  Dredging  them  up  will  lead  to  their  proliferation 
in  die  water,  and  the  fish  will  take  in  more  of  the  stuff,  not  less. 


The  EPA's  vendetta  against  GE  also  undermines  the  rule 
law,  going  against  our  legal  tradition  of  not  punishing  people 
entities  retroactively  for  behavior  that  was  once  lawful.  It's  01 
thing  for  Congress  to  enact  a  general  industry  tax  or  fee  to  taj 
care  of  a  Once-unforeseen  problem,  quite  another  to  go  after  ij 
dividuals  or  corporations.  This  decree  belongs  where  those  PCI 
are — buried  in  the  silt  of  the  Hudson. 


IT  DOESN'T  ADD  UP 


THE  NEW  ADMINISTRATION'S  INCOMING  EDUCATION  SECRE- 
tary,  Rod  Paige,  sounds  like  a  results-oriented,  no-excuses- 
accepted  individual.  One  thing  the  department's  new  boss 
should  promptly  do  is  put  the  kibosh  on  the  Education  De- 
partment's latest  attempt  to  "suggest"  how  America's  schools 
should  teach  various  subjects.  Several  years  ago  the  depart- 
ment got  into  hot  water  over  utterly  misbegotten  "model" 
curriculums  for  teaching  English  and  American  history.  The 
department's  latest  victim  is  mathematics. 

In  October  of  1999  this  Cabinet-level  agency  endorsed 
ten  math  programs  for  grades  K-12.  Numerous  mathemati- 


cians and  scientists  were  appalled.  The  programs  continue 
the  disturbing  American  trend  of  dumbing  down  oi| 
courses.  Traditional  ways  of  doing  multiplication  would  t 
abandoned.  Instead  of  learning  the  basics,  a  kid  would  re 
on  calculators  and  fuzzy,  feel-good  concepts. 

Our  new  secretary  should  demand  that  our  schools  get  bad 
to  teaching  basic  math.  The  abandonment  of  tried-and-ta 
methods  over  the  last  30  years  is  why  our  kids  test  so  poor: 
against  their  peers  in  other  countries.  In  a  recent  international 
given  test,  eighth  graders  in  the  U.S.  lagged  behind  their  peers 
too  many  other  countries,  including  South  Korea  and  Taiwan 


THIS  HEADLINE  SAYS  IT  ALL.  EVEN 
though  New  Jersey  Transit's  Atlantic 
City  trains  have  been  gushing  red  ink 
for  a  decade — fares  cover  only  25%  of 
the  costs — officials  say  the  service  will 
continue  unimpeded.  America's  now- 
beleaguered  dot-coms  never  had  it  so 
good.  No  wonder  patrons  are  staying 
away  in  droves  from  the  Atlantic  City 
line.  Trains  are  slow;  you  can  make  the 
trip  faster  by  car. 


WILLFUL  WASTE 

Atlantic  City 
train  line's 
off  the  track 

Low  ridership,  high  cost 
not  deterring  NJ  Transit 

Star-Ledger  (Newark,  N.J.) 


The  basis  of  a  viable  mass  transit 
system  is  population  density,  yet  the  At- 
lantic City  route  goes  through  largely 
rural  areas  of  New  Jersey.  By  contrast, 
NJ  Transit's  buses  and  trains  in  central 
and  northern  New  Jersey  are  terribly 
overcrowded.  Yet,  NJ  Transit  refuses  to 
change  course. 

The  Berlin  Wall  fell  more  than  a 
decade  ago,  but  the  spirit  of  taxpayer- 
be-damned  socialism  lingers  on. 


IMPRESSIVE  HANDIWORK 


Reagan,  In  His  Own  Hand — edited  by  Kiron  K.  Skinner,  Annelise 
Anderson  and  Martin  Anderson  (Free  Press,  $30).  This  book 
should  once  and  for  all  demolish  the  myth  that 
Ronald  Reagan  was  a  simple  man  who  had  only  a 
couple  of  strongly  held  ideas.  He  was  an  uncom- 
monly capable  communicator,  who  wisely  never 
conveyed  the  image  of  an  Al  Gore-like  policy 
wonk  In  his  day  many  pundits  and  members  of  his 
own  party  felt  Reagan  was  vague  on  many  issues. 
This  volume  will  be  a  bit  of  a  surprise  to  these  folks. 

A  while  ago,  scholars  at  the  Reagan  Library 
uncovered  several  hundred  radio  scripts  Reagan 
had  broadcast  between  1975  and  1979  (his  com- 
mentaries aired  five  days  a  week).  They  were  written  in  his 
own  hand  and  covered  issues  of  the  day,  as  well  as  his  general 
political  philosophy.  Each  consisted  of  a  little  more  than  500 
words.  He  clearly  read  a  considerable  amount  of  material. 


The  scope  of  the  subjects  covered  in  his  broadcasts  gives  th| 
lie  to  the  belief  that  Reagan  couldn't  get  beyond  generalities 
Readers  will  find  much  to  intrigue — or  irritate- 
them,  whether  it's  tax  cuts,  the  Panama  Canal,  wel 
fare,  defense,  student  radicals,  etc.  The  man  had  al 
uncanny  ability  to  lucidly  and  quickly  explain  a  sub 
ject  and  marshal  his  arguments  in  a  soothingly  pen 
suasive  way.  No  wonder  opponents  wanted  to  deni 
igrate  his  intellect;  they  could  rarely  hold  their  owi 
against  him  in  the  marketplace  of  ideas 
In  the  foreword,  former  Secretary  0 
State  George  Shultz  relates  an  intriguing  anect 
dote  about  the  time  he  brought  a  draft  of  a  forj 
eign  policy  speech  to  President  Reagan.  The  Presi 
dent  thought  the  substance  was  fine,  but  noted  tty 
remarks  had  been  written  to  be  read,  not  heard.  On  the  spot 
he  reworked  Shultz's  speech  so  it  was  attuned  to  the  ear.  I 
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brightest  project- 
our  VIY  processor  is  unleashing  a 
new  category  of  ultralight,  microportable 
projectors  that  are  half  the  weight  of  your  notebook 
computer.  So  now  you  can  deliver  the  impact 
and  crisp  clarity  of  digital  quality,  wherever  your  travel 
takes  you.  From  microportable  and  large-screen 
projectors  to  high-definition  home  entertainment  and  digital 
cinema,  Tl  provides  the  premier  digital  solution  for 
all  of  your  projection  needs.  To  find  out  more  about  DIP™ 
technology  and  the  products  it  enables,  visit  our 
Web  site  or  call  1-888-DLP-BY-TI. 


WWW 


.dip, 


com 


gual. Light  Processing:  Demand  Visual  Excellence 


Texas 
Instruments 


The  Acura  3.5RL.  Have  a  heart.  Not  everyone  gets  to  drive  a  car  this  nice.  So  try  not  to  gloat  ab 
your  Acura/Bose1 '  Music  System  with  6-disc  CD  changer  or  automatic  climate  control.  And  bragging  about  j 

Acura  and  3..5RL  ate  trademarks  of  Honda  Motor  Co..  Ltd.  Bose*  is  a  registered  trademark  of  Bust-  Corporation.  Make  an  intelligent  decision.  Fasten  your  seat  belt.  ©  2000  Acura  Division  of  American  Hond3  Motor  CI 


tilar  3.5-liter  V- 6  engine  or  sophisticated  Vehicle  Stability  Assist  system  won't  win  you  any  points 
r.  Remember,  on  occasion,  moan  and  groan  with  everybody  else.  It's  good  management.  ®ACURA 


For  more  information,  call  I -HOO-TO-ACIJRA  or  lake  a  trip  to  acura.com. 


I    OTHE R  COMMENTS 


In  America  we  judge  people  in  the  really  democratic  ethic, 
we  judge  people  by  their  work. 

—DAVID  MCCULLOUGH,  AmericanHeritage  Great  Minds  of  History 


Like  a  Bimbo  Will  Rogers  once  said  it  is  not  the  original 
investment  in  a  Congressman  that  counts;  it  is  the  upkeep. 

—attributed  to  President  JOHN  F.  KENNEDY 

It's  That  Simple  It's  a  good  thing  that  the  Federal  Re- 
serve has  [realized]  the  root-canal  policy  of  liquidity  defla- 
tion was  doing  great  harm  to  the  technology-driven  prosper- 
ity wave.  While  the  Fed  can  produce  more  money,  it  cannot 
produce  more  goods  or  investment  or  risk  taking.  Those  sup- 
ply factors  can  only  be  generated  through  private-sector  en- 
terprise. But  it  must  pay — aftertax — to  work,  produce,  invest 
and  take  risks.  What  the  sagging  economy  needs  is  a  fresh 
round  of  economic  reward  incentives  to  replace  lost  pur- 
chasing power  from  the  cycle  of  tax-bracket  creep  that  is 
punishing  successful  wage  earners. 

The  most  efficient  and  fair  way  of  reducing  tax  burdens  is 
precisely  the  sort  of  across-the-board  reduction  in  marginal 
tax  rates  offered  by  President  Bush.  What's  more,  economic 
recovery  will  come  faster  through  tax  cuts  than  through 
monetary  pump  priming. 

—LARRY  KUDLOW,  chief  U.S.  economist, 
ING  Barings,  National  Review  Online 
*  *  * 

October  18, 1977 

The  answer  is  really  so  simple  but  unfortunately  it  doesn't  fit 
the  pol.  phil.  of  those  in  the  majority:  Govt,  can  increase  its 
tax  revenues  8c  create  the  jobs  we  need  without  inflation  by 
lowering  the  tax  rates  for  business  &  individuals. 

We've  tried  spending  our  way  to  prosperity  for  more 


than  4  decades  and  it  hasn't  worked.  Twice  in  this  century,  in 
the  1920's  &  in  1962  the  early  60's  we  cut  taxes  substantial^ 
and  the  stimulant  to  the  ec.  was  substantial  8<  immediate. 

—RONALD  REAGAN 
Reagan,  In  His  Own  Hand 

Fishy  The  EPA's  assertion  that  PCBs  in  fish  pose  a  human 
cancer  risk  is  based  solely  on  observations  that  high-dose) 
prolonged  PCB  exposure  causes  tumors  in  laboratory  anij 
mals.  But  this  is  very  different  from  the  question  at  hand:  0 
there  any  evidence  that  the  traces  of  PCBs  in  Hudson  Rivej 
fish  increase  the  risk  of  cancer  in  humans? 

I  put  the  question  to  the  National  Cancer  Institute's  direc- 
tor, Richard  Klausner.  This  wasn't  the  first  time  I'd  querieq 
Dr.  Klausner  on  cancer  causation.  For  over  two  years  the  NCI 
has  refused  to  answer  the  question.  [In  December],  however) 
the  NCI  found  its  voice.  Susan  Sieber,  a  scientist  and  director 
of  communications,  told  me  that  the  institute  knew  of  "no  evi 
idence"  that  eating  fish  from  the  Hudson  River  posed  i 
human  cancer  risk.  Why  should  we  tolerate  government  poli-j 
cies  that  purport  to  prevent  cancer  by  targeting  environmen- 
tal risks  our  nation's  top  cancer  experts  say  don't  exist? 

—ELIZABETH  M.  WHELAN,  president| 
American  Council  on  Science  and  Healthl 
Wall  Street  Journal 

Snow  Biz  Snow  shoveling  is  a  totem-laden  art  transmittec 
from  father  to  son.  I  am  blessed  to  have  learned  the  art  at  the 
feet  of  my  father  and  my  Bunyanesque  uncle.  In  those  days  we 
did  not  even  have  snow  shovels.  We  used  gigantic  coal  shovel; 
salvaged  from  a  row  home  we  deserted  in  1959.  These  hideous 
instruments  were  heavy  and  unwieldy,  yet  by  learning  to  bene 
them  to  my  will,  I  became  a  consummate  snow  shoveler.  ] 
have  nothing  but  contempt  for  those  who  use  gargantuan  erj 
gonomic  shovels  with  aluminum  alloy  shafts  and  nonstici 
plastic  blades.  In  the  wake  of  a  fresh  snowfall,  I  enjoy  making 
eye  contact  with  sheepish-looking  men  using  snowblowers  to 
clear  a  tiny  driveway.  My  look  says,  "You're  a  bunch  of  sissies.' 

When  I  can  no  longer  shovel  my  own  driveway  and  foot- 
path, I  will  be  ready  for  the  morphine  drip.  But  nothing  woulc 
give  me  greater  pleasure  than  to  breathe  my  last  while  clearing 
those  final  eight  feet  of  the  driveway.  I  see  myself  going  out,  face 
down  in  white,  clutching  my  beloved  shovel.  I  do  not  visualize 
myself  face  down  in  the  driveway,  mangled  by  my  snowblower 
—JOE  QUEENAN,  New  York  Times  f| 
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The  internet  is  no  genius.  It's  just  technology. 
Your  people  -  your  customers,  employees,  and 
suppliers  -  have  the  ideas.  Give  them 
PeopleSoft's  new  generation  of  e-business 
applications,  and  they  may  have  a  few  thoughts 
about  making  your  company  more  competitive. 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet: 


peoplesoft.com 


1.888.773.8277 


f  »  4- f 
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bathtub. 
-1999 


exeloncorp. com 


utility 

company 
-2001 


Why  does  the  world  persist  in  reinventing  things  that  PYOl f ^1*1 

*  just  fine  in  the  first  place?  It's  called  progress.   ^#>wl  V^l  *™ 

We're  building  a  new  utility  company.  One  that  does 

energy,  infrastructure  and  yes,  ideas.  Welcome  change. 


doyouhae  visionary 


have  you  found  your 


aestro 


-confidant 


Your  Northwestern  Mutual  Financial 
Network  Representative  can  be  all 
those  things,  offering  expert  guidance 
and  bringing  you  the  specialists  you 
need  to  reach  your  financial  goals. 

Northwestern  Mutual 

FINANCIAL  NETWORK 


Gregg  Neiman 
CLU.  ChFC  V 
Financial  Representative 


Innovative  solutions  for  retirement,  estate,  insurance,  and  personal  finance.    A  V  G  y  O  U  there  yet? 


©2000  The  Northwestern  Mutual  Life  Insurance  Co..  Milwaukee.  Wl 


www.northwesternmutual.com 


COMMENTARY 


On  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  chairman 


FINE-TUNING  THE  ECONOMY 


S  THE  YEAR  ENDED  AND  SIGNS  OF  THE  ECONOMY'S  SLOW- 
lg  down  or  even  slipping  into  recession  multiplied,  all  the 
andard  ideas  for  economic  "stimuli"  were  trotted  out  by 
arious  economists,  columnists  and  commentators.  The  as- 
imption  was  that  any  or  all  of  these  remedies  would  work, 
luch  as  if  there  were  some  Physician's  Desk  Reference  for 
:onomic  seers  to  consult  to  put  the  economy  to  rights  again, 
hese  prescriptions  for  economic  health  included  more  gov- 
rnment  spending  to  pump  more  money  into  the  economy; 
■nail  tax  cuts  to  aid  various  lobbying  groups;  large  tax  cuts 
)  help  everyone;  interest  rate  cuts;  and  optimistic  talk.  But, 
>  with  all  medications,  there  are  side  effects — such  as  infla- 
on — which  can  be  worse  than  the  original  ailment. 

The  one  remedy  that  has  always  strengthened  the  econ- 
my  without  causing  inflation  is  a  deep,  across-the-board  tax 
at.  Administrations  as  diverse  as  those  of  President  Kennedy 
nd  President  Reagan  have  proven  this.  But  populist  politi- 
ans  can  never  bring  themselves  to  support  tax  cuts  that 
light  benefit,  along  with  everyone  else,  the  people  who  pay 
le  most  in  taxes.  And  when  the  populists,  or  the  fearful,  are  in 
le  majority,  the  only  tax  cuts  that  can  be  passed  are  those  so- 
alled  targeted  cuts,  which  basically  grant  additional  appro- 
riations  to  groups  already  benefiting  from  federal  largesse, 
argeted  tax  cuts  do  not  stimulate  the  economy  as  a  whole. 

[igh  Priority 

)n  Jan.  3  the  Federal  Reserve  cut  interest  rates  half  a  percentage 
oint,  to  6%.  At  that  time  President-elect  Bush  correctly  pointed 
ut  that,  while  welcome,  the  rate  reduction  would  not  be  enough 

0  encourage  capital  formation,  economic  growth  [or]  job  cre- 
ion."  For  that  to  occur,  Mr.  Bush  said,  America  needed  an  across- 
le-board  tax  cut  that  would  put  more  money  into  people's  pock- 
:s.  That  tax  cuts  remain  a  high  priority  for  the  new  Ad- 
linistration  is  good  news  for  the  economy  and  the  country. 

The  cut  in  interest  rates  demonstrated  that  the  Fed  shares 
le  Bush  Administration's  belief  that  the  economy  is  not 
nly  slowing  down  rapidly  but  also  in  need  of  a  boost  now. 
utting  the  interest  rate  by  double  what  was  expected  gave  a 
luch  needed  psychological  lift  and  positive  charge  to  the 
ock  market.  If  the  psychological  lift  lasts,  it  will  encourage 
lcreased  economic  activity  and  lead  to  more  job  creation, 
he  drawback  to  this  approach  is  that  the  effects  of  this  rate 
:duction  won't  be  felt  for  another  6  to  18  months. 

While  a  reduction  in  interest  rates  is  good,  President 
ush's  across-the-board  tax  cut  would  be  even  better.  A  cut 

1  income  tax  rates  would  immediately  reduce  the  amount 


of  withholding  or  quarterly  income  tax  most  people  pay  and 
would  let  them  keep  more  of  their  own  money  right  away. 
That  would  encourage  spending — but  not  enough  to  cause 
inflation.  Also,  if  the  capital  gains  tax  were  reduced,  many 
people  who  have  paper  profits  would  sell  their  stocks  and  re- 
alize those  profits  because  they  wouldn't  be  taxed  at  the  ex- 
isting onerous  (20%  to  28%)  capital  gains  rate. 

Tax  cuts  will  not  deprive  the  government  of  needed  rev- 
enue. Every  few  months  there  have  been  predictions  of  ever- 
larger  surpluses.  And,  as  President  Reagan  was  fond  of  re- 
marking, "If  the  government  is  running  a  surplus,  it  simply 
means  taxes  are  too  high.  Give  them  back." 

Pitfall  to  Avoid 

The  worst  alternative  to  a  tax  cut  for  stimulating  the  econ- 
omy is  more  government  spending — or  "investment,"  as  lib- 
erals term  it.  Why?  Because  it  doesn't  work.  Years  ago  in  Cal- 
ifornia a  favorite  idea  for  providing  local  stimulus  was  to 
build  more  highways.  This  was  called  "seven-year  money," 
because  it  took  that  long  with  design,  procurement  and  the 
usual  battles  over  location  and  construction  for  the  money 
to  feed  into  the  economy.  And  by  the  time  that  happened,  the 
economy  might  need  contraction,  not  expansion. 

Unfortunately,  there  has  been  a  similar,  more  recent  ex- 
ample of  this  approach.  In  Japan  interest  rates  have  hovered 
around  zero,  so  cutting  them  hasn't  been  an  option.  Because 
the  government  cannot  agree  on  more  tax  cuts,  it  continues 
to  borrow  wildly  in  order  to  finance  more  government- 
funded  projects.  This  policy  of  spending  more  and  more  on 
big,  lengthy  infrastructure  projects  has  given  Japan  a  gross 
public  debt  that  is  130%  of  GDP.  Despite  the  government's 
spending  efforts,  consumers  are  still  reluctant  to  buy  or 
spend  enough  to  keep  demand  growing.  Fortunately,  the 
Japanese  still  invent,  design  and  manufacture  things  that 
other  people  all  over  the  world  wish  to  buy.  But  Japan's  econ- 
omy could  be  growing  at  a  healthy  annual  rate  if  the  govern- 
ment would  enact  across-the-board  tax  cuts.  Now,  unfortu- 
nately, even  larger  provisions  will  need  to  be  made  to  pay  off 
the  government's  gigantic  debt. 

In  the  final  analysis  the  idea  that  a  country's  economy 
can  be  fine-tuned,  like  a  piano,  from  month  to  month  is  a 
great  mistake.  But  a  decision,  such  as  President  Bush's,  to 
cut  taxes  across-the-board  and  not  rely  on  more  govern- 
ment spending  or  targeted  tax  cuts  will  do  more  to  stimulate 
the  economy  and  discourage  recession  than  any  other  eco- 
nomic measure.  F 
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WHAT'S  NEW- AND  NOT 


r'S  A  DELICATE  THING  TO  ASK,  OF  COURSE,  BUT  IS  ALAN 
reenspan,  age  74,  showing  signs  of  monetary  incontinence? 
irst,  15  months  ago,  there  was  the  flood  of  liquidity  that 
?rang  unbidden  in  the  name  of  Y2K  insurance.  Next  came  the 
old  overreaction — two  mop-up  rate  hikes,  no  doubt  justified, 
fhen  four  more — sop,  sop,  sop,  sop — whose  very  monotony 
ints  at  dimming  faculties. 

Dissing  Alan  these  days  is  piling  on.  I  can  only  say,  in  my 
wn  defense,  that  FORBES  threw  punches  earlier.  Steve 
orbes  warned  against  rate  hikes  throughout  2000. 

Steve,  as  you  know,  takes  untold  guff  for  his  "quaint"  belief 
at  gold  signals  anything  meaningful  in  our  digital  age.  Nev- 
theless,  Steve  has  kept  to  his  notion  that  gold  at  $350  per 
unce  represents  an  equilibrium  price.  Gold  under  $350  spells 
eflation;  above,  inflation.  Why  $350?  E-mail  Steve  and  ask. 
>arned  if  he  isn't  lucky  or  on  to  something.  Greenspan  merrily 
iked  rates  last  year,  when  gold  was  below  $300.  Dumb  move, 
iold  agreed.  At  $264,  it  now  yells  deflation  from  a  bullhorn. 

rom  Alan  to  Us 

lan  aside,  who  has  not  burped  as  badly,  at  least  once,  during 
le  last  five  years?  Value  investors  missed  the  wildest  stock 
de  in  history.  Some,  such  as  Julian  Robertson,  felt  so  humil- 
ted  they  quit  the  game  for  good.  Tech  bulls  like  myself, 
lirthful  in  1999,  whiffed  horribly  last  year  . . .  not  once,  but 
vice  . . .  first  failing  to  make  a  call  on  the  bubble's  peak,  then 
ailing  the  bottom  too  soon.  Jeff  Bezos  of  Amazon  is  one  of 
le  smartest  guys  I  know.  Yet  he  ate  $1.25  billion  of  convert- 
)le  debt  when  Amazon's  market  cap  was  a  frothy  $20  bil- 
on.  Did  he  really  think  the  bond's  convert  trigger — at  $40 
illion! — was  just  around  the  corner? 

Have  these  follies  taught  us  anything?  Why,  yes,  I  say  with 
ewfound  humility.  That  the  so-called  New  Economy  is: 
New,  indeed,  if  you  mean  a  sudden  and  permanent  kick-up 
f  speed.  Tom  Wolfe  wrote  in  the  Oct.  4, 1999  issue  of  Forbes 
SAP:  "The  simple  truth  is  that  the  Web,  the  Internet,  does 
ne  thing.  It  speeds  up  the  retrieval  and  dissemination  of  in- 
Drmation  ...  partially  eliminating  such  chores  as  going  out- 
oors  to  the  mailbox  or  the  adult  bookstore,  or  having  to 
ick  up  the  phone  to  get  hold  of  your  stockbroker  or  some 
uddies  to  shoot  the  breeze  with."  Now  this  is  funny,  and  I 
/ish  I  had  written  that  during  the  bubble's  peak.  Still,  Tom  is 
/rong,  even  while  being  right.  Speed  is  not  trivial;  it  sets  off 


Growth  that  might  have  taken  ten  years  takes  four.  This  is 
why  sustainable  5%  annual  growth  is  possible. 

•  New,  if  you  mean  that  New  Economy  growth  is  noninfla- 
tionary.  That's  largely  true.  Cisco  consumes  few  scarce  re- 
sources in  making  its  products.  It  mostly  consumes  ever-ex- 
pandable resources,  such  as  ideas,  computer  power  and  effort. 

•  New,  if  you  mean  the  Internet  has  set  global  capitalism  on 
sounder  footing.  Surely,  it  has.  It  lets  capital  and  ideas  flow 
freer,  with  happy  multiplier  effects  along  the  way.  Just  as  im- 
portant, it  lets  capital  and  ideas  break  out  of  jail  (at  the 
speed  of  light)  when  they've  been  mauled  by  bad  managers 
or  greedy  governments. 

•  Not  New,  if  you  mean  any  fast-talker  with  a  goatee  and  black 
turtleneck  can  be  an  entrepreneur,  or  that  any  startup  allowing 
dogs  and  skateboards  is  thereby  marked  for  success. 

•  Not  New,  if  you  think  it's  a  layup  for  any  Web  business  to 
scale  into  the  magic  kingdom  of  "increasing  returns."  This 
was  the  1995-2000  era's  signature  brain  hiccup.  It  caused 
smart  venture  capitalists  to  fund  multiple  pet-food  and 
drugstore  sites.  It's  what  emboldened  Jeff  Bezos  to  swallow 
all  that  debt.  He  thought  he  could  grow  Amazon's  sales  faster 
than  the  company  would  pile  up  expenses  for  storage  and 
fulfillment.  Whoops. 

My  own  suspicion  is  that  the  increasing-returns  mania  of 
the  mid- 1 990s  is  what  drove  this  fallacy.  It  started  when  a  Stan- 
ford professor  tried  to  explain  Microsoft's  huge  success  as  a 
market  failure.  The  idea  is  an  old  one:  Market  leaders  tend  to 
get  more  dominant.  The  prof  s  New  Economy  spin  was  that 
frictional  diminishing  returns  did  not  apply  to  software  or  In- 
ternet firms  because  of  their  tiny  marginal  unit  costs.  Once 
dominant,  these  New  Economy  locomotives  could  run  with 
negative  friction,  always  picking  up  speed  like  some  supercon- 
ducting profit  phenomenon.  That  idea  continues  to  be  debated. 
Without  a  doubt,  however,  the  increasing-returns  fad  spilled 
into  the  entrepreneurial  population  at  large  around  1995  and 
became  the  rage.  Between  1995  and  2000  every  Web  entrepre- 
neur spent  like  an  addict  to  build  market  share  in  the  hope  of 
achieving  salvation — increasing  returns!  Let  it  be  noted  that 
few  venture  backers  tried  to  stop  their  runaway  entrepreneurs. 

•  New,  if  you  mean  that  intangible  assets  are  of  greater  value 
than  they  were  before.  Companies  like  Microsoft,  Oracle  and 
Ariba  rely  on  ideas,  almost  purely. 

•  Not  New,  if  you  mean  we  have  suddenly  found  a  way 
to  value  these  intangible  assets  with  any 
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Going  Postal 


packagesi  FedEx  is  fleet  in  the  air  but  slow  on  the  ground.  What  will  it  do  about  that? 


BY  MARK  TATGE 

SAVOR  THE  IRONY  OF  A  $7  BILLION, 
seven-year  deal  between  FedEx 
Corp.  Chief  Executive  Frederick 
W.  Smith  and  the  U.S.  Postal  Service. 
The  guy  who  built  his  career  and  a  $20 
billion  (estimated  fiscal  2001  sales) 
company  demonizing  the  blundering 
bureaucracy  now  carries  water  for  it — 
or,  at  least,  its  priority  and  express  mail 
and  some  of  its  first-class  mail — and  is 
going  to  put  FedEx  boxes  in  more  than 
10,000  post  offices.  The  $1  billion  in 
extra  revenue  each  year  is  nice  for 
Memphis-based  FedEx,  whose  annual 
growth  threatens  to  dip  to  8%  after  gal- 
loping at  a  compound  annual  rate  of 
12%  since  1996. 

But  perhaps  Smith  should  have 
turned  down  the  dough  and  instead 
swapped  his  services  for  access  to  USPS' 
300,000  carriers.  That's  where  FedEx  is 
weakest:  on  the  ground.  The  trans- 
portation company  owns  51%  of  the 
overnight  delivery  market — the  payoff 
for  an  air  network  that  reaches  211 


countries  and  electronic  tracking  sys- 
tems that  tell  shippers  what  time  a 
package  arrived  in  Toledo  or  Thailand. 
The  rub:  The  fastest  growth  is  in  ship- 
ping parcels  by  truck.  And  United  Par- 
cel Service  has  70%  of  that  market. 

Playing  catch-up,  FedEx  expects  to 
spend  $170  million  to  build  a  home  de- 
livery network  by  2003.  That's  on  top 
of  the  $  1 .2  billion  it  spent  to  buy  Amer- 
ican Freightways  last  November  to  gain 
wider  coverage  in  the  less-than-truck- 
load  market  carrying  loads  of  500  to 
2,000  pounds.  But  building  a  piecemeal 
network  may  take  five  to  ten  years — or 
longer,  given  a  slowing  economy  and  a 
planned  13%  drop  in  spending  by 
FedEx  this  year  to  $2  billion. 

A  prolonged  downturn,  of  course, 
means  less  cash  to  build  out  a  ground 
system.  Domestic  express  volume  is 
likely  to  be  flat  during  the  current  fiscal 
year  ending  May  3 1 .  Buoyed  by  interna- 
tional traffic,  earnings  are  expected  to 
increase  8%  to  14%  over  last  year — but 
that  includes  a  recent  4.9%  rate  increase 
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and  fuel  surcharges  of  1.3%  to  4% 

Fact  is,  FedEx  is  more  vulnerably  ilff: 
than  UPS  in  a  slump  because  it  has  way  ® 
too  much  overhead  and  unused  capac- 
ity. Which  is  one  reason  that  FedEx  nets 
(before  interest  and  taxes)  only  7  cents 
on  the  revenue  dollar,  compared  with 
15  cents  at  UPS.  This,  despite  the  factf™ 
that  UPS'  work  force  is  much  morel  ^ 
unionized.  "There  is  no  question  that 
our  margins  are  not  high  enough  and] 
we  need  to  get  them  into  the  double- 
digit  range,"  says  FedEx  Chief  Financial 
Officer  Alan  B.  Graf  Jr. 

Not  so  easy.  For  years  Fred  Smith  has 
insisted  on  keeping  FedEx's  ground  and 
air  operations  separate.  That  way,  the 
company  qualifies  as  an  air  freight  com-j 
pany  under  the  1926  Railway  Labor  Act, 
which  requires  a  vote  of  its  entire 
200,000  work  force  (rather  than  a  single 
trucking  terminal)  before  a  union  like 
the  Teamsters  can  muscle  in. 

But  the  price  of  keeping  FedEx's 
trucking  operations  nonunion  is  a 
bloated  cost  structure.  The  company 
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has  five  mostly  separate 
shipping   networks  of 


trucks, 
airplanes, 
sales  forces 
I  nd  workers —  one  for 
J;ivernight  service,  one 
Bor  ground  packages, 
ne  offering  critical 
hipments,  another  to 
nove  cargo  globally 
nd  logistics  opera- 
ions  (contracts  to 
nanage  factory  inven- 
ories,  and  so  on).  Re- 
ult:  a  system  so  ineffi- 
ient  that  some 
ustomers  were  receiv- 
ng  four  separate  in- 
oices,  a  practice 
edEx  says  it  is  chang- 
ng  as  it  seeks  ways  to 
y  rim  costs.  Salespeople 
re  also  now  being 
rained  to  cross-sell 
products  offered  by 
iifferent  divisions. 

Wall  Street  has 
een  on  Smith's  back 
combine  opera- 
tons.  That's  some- 
ing  he  won't  do.  "If 
ou  try  to  serve  too 
nany  market  seg- 
nents  with  the  same 
perating  unit,  either 
ou  suboptimize  ser- 
ice  levels  or  you  in- 
rease  costs,"  Smith 
isists. 

FedEx  doesn't  ex- 


Sky  Kings 

Chief  executives  are  girding 
for  battle  as  one-to-three-day 
delivery  starts  outpacing  next- 
day  shipment. 


10%  FedEx's : 

of  the  ground-package  market 


Sources:  CSFB;  companies. 


actly  have  money  to 
burn.  It  owes  $6.2  billion,  in- 
cluding off-balance-sheet  debt 
(such  as  for  airplane  operating  leases), 
giving  it  a  debt-to-capital  ratio  of 
55%.  Compare  that  with  UPS'  lean 
ratio  of  23%.  UPS  will  generate  $2.1 
billion  this  year  in  free  cash  (net  plus 
depreciation,  minus 
necessary  capital  ex- 
penditures), com- 
pared with  FedEx, 
which  is  only  hoping 
to    be    free  cash 
positive. 

In  short,  it's  not 
going  to  be  easy  to 
find  the  money  to 
build  a  ground  net- 
work. These  may  be 
bumpy  years  for 
FedEx,  which  will  lose 
$50  million  this  year 
on  home  delivery. 
That  could  climb  to 
$70  million  or  $80 
million  in  a  soft  econ- 
omy— or  if  UPS 
launches  a  price  war. 

UPS  can  inflict 
other  damage.  There's 
nothing  to  stop  it 
from  putting  its  own 
drop  boxes  in  the 
same  post  offices 
across  the  U.S.  that 
will  soon  start  accept- 
ing FedEx  packages. 
And  there  is  increas- 
ing vulnerability  over- 
seas, where  FedEx 
now  dominates.  UPS 
recently  ordered  60 
new  A300-600  Airbus 
cargo  jets.  Each  wide- 
body  plane  can  carry 
10,000  packages.  F 


Pain  in  the  Asset 

M  E  D  I  c  I  N  E  I  Drug  abusers 
turn  the  spotlight  on  a  pair  of 
shy  pharmaceutical  moguls. 

BY  IAN  ZACK 


F 


ORGET  ABOUT  HEROIN.  THE 
latest  drug 
among  the  ,  ^  ,  \ 

tragically  hip  is  , 
Oxycontin,   a  I 
prescription 
item  used  to  A 
relieve  the  se-  % 
vere  pain  of 
osteoarthritis, 
aching  backs  and 
other  ailments. 

According  to  research  firm  IMS 
Health,  sales  of  Oxycontin  jumped 
77%  last  year  to  $957  million,  mak- 
ing it  a  bigger  seller  than  Viagra. 
That  would  be  big  news  for  most 
drug  manufacturers,  but  not 
for  Oxycontin's  maker,  Purdue 
Pharma.  The  Stamford,  Conn,  com- 
pany has  no  press  releases  or  ad 
campaigns  trumpeting  the  drug's 
success. 

Purdue  Pharma  goes  to  some 
lengths  to  duck  the  limelight. 
Lately,  though,  the  $1.2  billion 
(sales)  company  has  been  lavished 
with  all  kinds  of  unwelcome  atten- 
tion. Oxycontin  has  become  popu- 
lar with  drug  abusers  in  several 
pockets  of  the  country,  including 
Maine,  Ohio,  West  Virginia,  Vir- 
ginia and  Tennessee.  Sold  on  the 
street  for  $1  per  milligram  under 
the  names  "Oxy"  and  "O.C.,"  the 
opioid  produces  a  heroin-like  high 
when  snorted  or  injected.  Desper- 
ate junkies  are  duping  doctors  and 
holding  up  pharmacies  at  gunpoint 
to  get  the  drug.  "Oxycontin  is  the 
drug  of  the  day,"  declares  Katheryn 
Daniels,  a  program  manager  for  the 
Drug  Enforcement  Administration 
in  Washington,  D.C. 

Bad  publicity  for  Purdue 
Pharma,  but  the  surge  in  Oxy  sales 
has  made  a  billion-dollar  fortune 
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for  the  families  of  company  founders 
Mortimer  and  Raymond  Sackler.  Psy- 
chiatrists both,  the  brothers  have  been 
in  the  drug  business  for  half  a  century. 
After  buying  Manhattan-based  Pur- 
due Frederick  in  1952,  the  pair  made  a 
small  fortune  marketing  over-the- 
counter  medicines  such  as  the  anti- 
septic Betadine  and  the  laxative 
Senokot. 

Now  in  their  80s,  the  Sacklers  zeal- 
ously guard  their  privacy.  They  are 
best  known,  along  with  their  late 
brother  Arthur,  as  generous  benefac- 
tors of  museums  and  medical  schools, 
including  the  Metropolitan  Museum 
of  Art  in  New  York  and  the  Sackler 
School  of  Medicine  of  Tel  Aviv 
University. 


With  its  heroin-like  high, 
Oxycontin  has  become  popular 
with  drug  abusers  in  several 
pockets  of  the  country.  


They  formed  Purdue  Pharma  in 
1992  to  develop  new  products,  includ- 
ing a  painkiller  that  slowly  releases  oxy- 
codone—  synthesized  from  the  opium 
derivative  thebaine — over  a  12-hour 
period.  Well-established  pain  drugs 
such  as  Percocet  and  Tylox  also  con- 
tain oxycodone  (along  with  aceta- 
minophen), but  in  much  smaller  doses, 
requiring  patients  to  take  the  drug 
every  few  hours.  The  time-release  pill 


proved  to  be  a  godsend 
for  pain  patients,  but  foB 
drug  abusers  it  came  with 
ugly  side  effects:  Addic^ 
tion  is  fast  and  overdoses 
are  easy. 

Purdue  officials  in 
sist  they  have  gone  to 
great  lengths  to  educate  doctors 
about  how  to  prescribe  Oxycontin^ 
But  they  also  accuse  some  law  em 
forcement  officials  and  the  media  o(j 
being  "overzealous"  by  hyping  the 
number  of  abusers.  "The  undertreat- 
ment  of  pain  dwarfs  the  abuse  prob-i 
lem,"  says  Dr.  J.  David  Haddox,  se 
nior  medical  director  for  Purdue 
Pharma.  But  that  doesn't  mean  the 
abuse  problem  is  negligible.  r 


Energy  Dreams,  Political  Reality 

P  0  L  I  C  Y  I  With  a  former  Texas  oilman  now  occupying  the  Oval  Office,  and  a  onetime  Halliburton  chief  his  sidekick,, 
the  guys  in  the  energy  industry  must  be  flush.  Nominees  to  the  departments  of  Energy  and  Interior,  and  to  the  Environ-j 
mental  Protection  Agency,  are  pro-industry.  But  Bush  will  find  it  politically  tricky  to  deliver  on  some  of  his  campaign 
promises,  like  opening  the  Arctic  National  Wildlife  Refuge  to  oil  drilling.  — Daniel  Fisher 


WHAT  THEY  WANT: 


WHAT'S  IN  THE  WAY: 


WHAT  THEY'LL  LIKELY  GET: 


Drilling  in  the  Arctic 


The  Sierra  Club 


Natural-gas  pipeline  to  the  U.S. 


Looser  restrictions  Decades  of  federal  clean-air 

on  coal-fired  power  plants  legislation 


Federal  subsidies  for 
developing  clean-burning 
coal  technology 


Drilling  off  Florida  coast       Jeb  Bush's  political  future 


Looser  rules  on  using  floating 
production  storage  and  offloading 
systems  in  the  Gulf  of  Mexico 


Fewer  environmental 
restrictions  on  building 
new  oil  refineries 


Local  opposition;  Wall  Street's 
reluctance  to  invest  in  a 
low-return  business 


Close  to  zilch 


Federal  control  over  siting 
and  approval  of  power  plants 
and  transmission  lines 


Bush  Administration's  stated 
bias  toward  local  control; 
powerful  state  utility 
commissions 


Pro-deregulation  FERC 
commissioners;  more 
powerful  regional  boards  to 
control  the  transmission  grid 


Looser  licensing 
requirements  for  new 
nuclear  power  plants. 


Memories  of 
Three  Mile  Island 


Nothing 
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NOW  SERVING  TWO  TO  TWENTY. 

BLUE  MARTINI 

SOFTWARE 

Shopping  is  simply  more  fun  in  a  group.  Now,  Blue  Martini's  collaborative  capabilities  allow  groups  to  shop  online  as 
well.  With  it,  two  people  in  different  cities  can  browse  their  favorite  site  together,  two  dozen  people  can  be  taken 
through  an  online  product  demonstration  simultaneously  and  customer  service  representatives  can  guide  clients  through 
their  site.  The  uses  are  endless.  Browsers  turn  into  buyers.  And  nobody  has  to  be  lonely.  To  find  out  how  Blue  Martini's 
e-business  solutions  can  improve  your  customer's  experience,  visit  www.bluemartini.com/group. 

©  2000  Blue  Martini  Software.  All  rights  reserved. 

Watch  That 
Guillotine  Blade 

energy  Sempra 
Energy  is  conspicuous  1 
jn  its  absence  from 
California's  deregulation 
fiasco,  jbjut  it's  st  II 
( ^arfehirtg  heat. 

I  <G0RHAM 


STEPHEN  BAUM  PICKED  UP  THE  PHONE  IN  HIS  LA  JOLLA, 
Calif,  house  one  evening  last  fall  and  got  an  earful  from 
a  customer  of  a  recently  closed  bakery.  The  man  ac- 
cused Baum,  the  chief  executive  officer  of  $6.9  billion  (esti- 
mated 2000  sales)  Sempra  Energy,  of  driving  the  baker  out  of 
business  after  his  utility  bill  tripled.  "The  customer  took  me 
to  task  for  the  fact  that  for  50  years  they  had  been  making 
these  delicious  doughnuts  and  I  was  personally  responsible 
for  closing  this  bakery,"  sighs  Baum. 

The  customer's  anger  was  misplaced.  As  the  first  Califor- 
nia utility  to  fully  comply  with  the  state's  much-maligned 
1996  deregulation  law,  Sempra's  San  Diego  Gas  &  Electric 
unit  had  become  simply  the  distributor  of  power,  not  the 
generator,  and  thus  was  just  passing  along  increased  prices. 
But  the  point  was  lost  on  a  small  army  of  outraged  customers 
and  microphone-hogging  politicians. 

"I  call  it  the  French  Revolution  syndrome,"  says  Baum, 
who  has  since  delisted  his  home  phone.  "People  were  sharp- 
ening guillotine  blades,  looking  for  anybody  to  blame." 

Sempra  caught  hell  for  being  out  in  front  on  deregula- 
tion, but  at  least  it  is  still  alive.  While  two  larger  rivals,  Edison 
International  and  PG&E  Corp.,  are  in  disarray  and  threatening 
bankruptcy,  Standard  &  Poor's  recently  reaffirmed  Sempra's 
A  debt  rating.  Its  stock  has  risen  14%  since  April. 

The  1996  law  offered  this  trade:  In  exchange  for  agreeing  to 
sell  off  their  captive  generating  units  and  buy  power  from  a  cen- 
tral spot  market,  the  utilities  were  allowed  to  charge  customers 
for  the  "stranded"  costs  of  old  power  plants.  To  help  them  do 
that,  the  state's  Public  Utilities  Commission  froze  rates  for  the 


Stephen  Baum's  utilities  that  locked  in  a  premium  over 

Sempra  still  has  its         th«r  historical  costs, 
good  credit  rating.  While  no  one  could  foresee  the 

soaring  wholesale  prices  that  started  this  summer,  Baum  knew 
San  Diego  Gas  would  collect  less  under  the  rate  freeze  than 
PG&E  and  Edison  because  of  its  historically  lower  power  costs, 
leaving  it  more  vulnerable  to  a  price  spike  in  the  wholesale 
spot  market.  The  only  way  to  quickly  get  out  from  under  the 
freeze  was  to  immediately  sell  assets  to  pay  off  stranded  costs. 

"We  threw  everything  including  the  kitchen  sink  at  the 
problem,"  Baum  says.  Sempra  unloaded  its  two  gas-fired 
California  plants  and  even  sold  some  vacant  land  in  San 
Diego  to  the  Padres  baseball  team. 

In  February  1999  Sempra  told  the  PUC  that  it  had  re- 
covered its  $1  billion  in  stranded  costs  and  complied  with 
the  1996  law.  In  return,  Sempra's  rates,  averaging  10.1  cents 
per  kilowatt  hour,  were  thawed.  While  it  still  must  contend 
with  a  new  price  cap,  the  law  requiring  the  cap  gives 
Sempra  a  good  chance  of  recovering  power  costs  that  its 
customers  don't  pay. 
PG&E  and  Edison 
don't  have  the  same 
assurances. 

The  6.5  cents  Baum 
is  allowed  to  charge  for 
power  is  still  16  cents 
below  the  price  he's 
paying  for  wholesale 
power.  But  while  Sem- 
pra's San  Diego  Gas 
unit  has  racked  up  a 
manageable  $420  mil- 
lion in  deferred  rev- 
enue since  the  new  cap, 
PG&E  and  Edison  are 
groaning  under  $11.5 
billion,  which  they  have 
managed  to  cover  by 
hocking  themselves  to 
the  eyeballs. 

Baum  expects  Sem- 
pra's uncollected  bal- 
ance to  reach  almost 
$1  billion  by  the  end 
of  2002  if  wholesale 
prices  remain  high. 
But,  says  Baum,  "I  ex- 
pect to  get  back  most 
of  what  we  have  spent 
here."  Customers  will 
swallow  much  of  the 
difference. 

Best  to  keep  the 
phone  off  the  hook.  F 


Guessing  Game 

I  N  T  E  R  N  E  T  I  Predicting 
what  consumers  will  spend 
online  is  a  bit  like  throwing 
darts,  particularly  in  a  volatile 
economy.  Some  prognostica- 
tors  are  demonstrably  better  at 
it  than  others.  Just  take  a  look 
at  these  recent  projections. 

— David  Armstrong 


Actual  fourth-quarter 

e-commerce  retail  sales 

$13.2- 

PRESEASON  PREDICTIONS 

Forrester  Research 

17.3 

NPD  Group 

15.5 

Jupiter  Research 

14.4 

PricewaterhouseCoopers 

12.4 

IDC 

12.0 

Gomez  Advisors 

11.4 

Gartner 

10.7 

Figures  in  billions. 

Sources:  Emarketer;  PC  Data/ 
Goldman  Sachs. 
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EHICLE  SKID  CONTROL*  A  slick  road.  A  blind  curve.  And  instantly,  the  Laws  of  Physics  turn  on  you.  But  in  that  same 
istant,  Vehicle  Skid  Control  monitors  wheel  speed  and  acceleration.  Brakes  pulse  rapidly.  Throttle  kicks  in.  And  the  curve  is 
ifely  behind  you.  Avalon,  with  a  five-star  government  crash-test  rating;  So  much  for  physics.   (^)  TOYOTA  AVALON 

Available  on  XLS  model  only.  *  Claim  based  on  five-star  rating  in  the  medium  passenger  car  category  for  the  rear-seat  passenger  in  a  side  impact,  in  test  conducted  by  the  National 
Highway  Traffic  Safety  Administration,  January  2000.  www.toyota.com  •  l-800-go-toyota  ©2000  Toyota  Motor  Sales,  U.S.A.,  lnc.  Buckle  Up!  Do  it  for  those  who  love' you. 


Gift  Horse 


taxing  M  A  T  T  E  R  s  I  The  IRS  handed  IRA 
owners  a  New  Year's  present.  What's  the  catch? 

BY  LAURA  SAUNDERS 

■VI HANK  YOU,  INTERNAL  REVENUE  SERVICE,  FOR  THAT 

I  magnificent  gift-wrapped  Reg.  130477-130481,  issued 
H  Jan.  11.  The  108  pages  of  verbiage  sweep  away  many  of 
the  headaches  for  people  trying  to  plan  estates  and/or  retire- 
ment spending  around  big  IRAs.  But  we  hasten  to  warn  tax- 
payers that  the  new  rules  do  not  eliminate  the  need  for  con- 
stant vigilance  in  tax  planning. 

The  complexity  of  IRA  taxation  has  to  do  with  the  fact 
that  the  government  wants  to  force  people  over  70lA  to  take 
money  out  of  these  accounts,  even  if  they  don't  need  the 
money,  and  also  extracts  both  estate  and  income  taxes  from 
people  who  inherit  IRAs. 

Under  the  new  regs,  it  is  vastly  easier  for  taxpayers  to  set 
up  "stretch-out"  IRAs — which  were  uncovered  and  named  by 
FORBES  in  1990 — that  live  long  after  the  owner  dies.  No 
longer  will  IRA  owners  have  to  guess  who  will  die  first,  hus- 
band or  wife,  to  reap  the  maximum  IRA  shelter.  People  who 
made  mistakes  under  the  old  rules  can  even  correct  them. 


But  don't  be  too 
complacent,  warns 
CPA  Ed  A.  Slott  of 
Rockville  Centre, 
N.Y.,  publisher  of 
the  IRA  Advisor 
(www.irahelp.com). 
One  problem  that 
remains  is  deciding 
who  pays  the  estate 
taxes  on  an  inher- 
ited IRA.  If  you 
write  your  will 
wrong,  your  second 
wife,  say,  could  be  forced  to  pay  tax  on  the  IRA  inherited 
your  children  with  your  first  wife. 

Beware,  too,  of  leaving  an  IRA  to  an  estate  instead  of  a  name 
heir.  Such  a  move  could  still  force  IRAs  through  probate,  whei 
they  would  be  subject  to  creditors  and  other  claims.  The  rul< 
also  don't  change  how  IRAs  interact  with  trusts.  Some  forms  c 
Q-tip  trusts  can  kill  IRAs,  for  example.  And  there's  nothing 
help  couples  stuck  with  a  related  problem:  one  large  IRA,  fe1 
other  assets  and  a  desire  to  take  advantage  of  the  full  $675,00 
estate-tax  exemption  for  both  spouses. 


Good  Riddance 

insurance!  Allstate 
agents  are  furious  over  losing 
company  benefits.  Tough.  The 
insurer  did  the  right  thing. 

BY  BRANDON  C0PPLE 


JUST  OVER  A  YEAR  AGO  ALLSTATE 
faced  a  big  dilemma.  For  all  its  69 
years  the  Northbrook,  111. -based 
property-casualty  giant  relied  on  a  net- 
work of  exclusive  employee-agents — the 
Good  Hands  People — to  sell  policies.  But 
since  the  mid-1990s  direct  sellers  have 
taken  the  lead.  Geico  has  been  around  for 
half  a  century,  undercutting  traditional 
(  insurers  by  eliminating 

agents  and  selling  by 
mail  and  phone.  After 
becoming  a  wholly 
owned  subsidiary  of 
Berkshire  Hathaway  in 
1996,  it  took  off. 

Allstate  Chief  Exec- 
utive Edward  Liddy  had 
to  do  something  to  get 
into  the  direct-sales 
game.  His  bottom  line 
was  sinking  as  fast  as  his 
overhead  ratio  (ex- 
penses to  premiums 
earned)  was  climbing.  A 
Sears  veteran  and  the 
first  Allstate  boss  to 
come  from  outside  the 


company,  Liddy  gave  Allstate's  6,000  em 
ployee-agents  a  choice:  Continue  sellin 
as  independents  or  hit  the  bricks.  Tho! 
who  chose  to  stay  would  lose  employe 
status,  medical  benefits  and  reimburse 
ment  for  office  expenses.  Liddy  froze  thei 
pensions  and  announced  plans  to  sell  ir} 
surance  directly  via  phone  and  Interne! 
then  forced  agents  to  service  those  policifl 
at  a  paltry  2%  commission. 

Outraged  agents  attacked  Liddy  i] 
the  courts  and  the  press.  Since  the  dec 
sion  2,400  agents  have  quit,  49  joined 
class  action  against  the  insurer 
Florida  and  70  former  agents  coni 
vinced  the  Equal  Employment  Oppon 
tunity  Commission  that  Allstate  ha<| 
bullied  them  into  signing  away  theij 
rights.  "There's  no  doubt  Allstate  had 
to  change,  but  they  didn't  have  to  fil 
nance  it  on  the  backs  of  the  agents,' 
says  Rod  A.  Guilmette,  spokesman  fol 
an  agent  group  in  Michigan.  He  think 
4,500  agents  will  quit  before  it's  all  ovel 

Amen.  Far  from  hurting  the  com- 
pany, the  departures  should  help  trim 
yearly  $600  million  in  overhead  (includ 
ing  the  laying  off  of  another  4,000  non 
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THE  ^ 
GLENLIVE 

FRENCH  OAK  flMi 
s'»>w  Mtli  Stout 
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agent  employees).  Lost  business?  Proba- 
bly not  much,  since  90%  of  the  agents 
who  quit  sold  their  books  of  business  to 
other  Allstate  agents.  Some  of  those  sav- 
ings have  helped  buy  ads  to  drive  cus- 
tomers toward  Allstate's  new  direct-sales 
channels,  a  strategy  that  has  worked  well 
at  Geico,  where  ad  spending  grew  nine- 
fold between  1996  and  2000,  helping  its 


premium  income  double,  while  All- 
state's  premium  income  grew  only  17%. 

Losing  some  of  the  human  touch 
apparently  means  little  to  custpmers.  A 
recent  J.D.  Power  study  ranks  Geico's 
phone-only  operation  among  the  top 
five  in  customer  satisfaction  for  auto 
insurance.  Allstate's  service  earned  no 
better  than  a  mediocre  rating.  The 


same  survey  shows  that  while  ma 
people  want  an  agent,  they  would  s< 
that  same  agent  down  the  river  for 
modest  premium  discount. 

No  need  to  amputate  the  Gog 
Hands.  With  complex,  expensive  policifl 
customers  still  want  an  agent  to  explai 
when  and  how  to  get  paid  after  Billie 
smashes  up  the  Volvo. 


Prince  to  Frog 

D  E  l  u  s  I  o  N  s  I  As  the  German  Muppets  masters 
burned  investors  will  find  a  pyre  of  predictable  su 

-4A 


flame  out, 
spects. 


BY  TOMAS  KELLNER 

TWO  YEARS  AGO  GERMANY'S  THOMAS  HAFFA— FOUNDER 
and  boss  of  budding  cartoon  powerhouse  EM.TV  &  Mer- 
chandising and  a  man  once  touted  as  Europe's  closest 
thing  to  Michael  Eisner — blazed  onto  the  FORBES  list  of  inter- 
national billionaires.  EM.TV's  market  value  reached  $17  billion, 
with  Haffa  holding  half.  But  the  stock  has  fallen  from  $115  last 
February  to  under  $5,  and  the  company  is  debt-mired. 

What  happened?  Inept  management  and  breathtaking — 
and,  in  retrospect,  stupid — acquisitions,  including  $2  billion 
for  the  Jim  Henson  Co.  and  its  Muppets  characters,  and  a 
50%  stake  in  car  racing's  Formula  One  Group. 

But  investors  have  more  than  Haffa  to  blame  for  their 
losses:  A  familiar  mix  of  ufrer-bullish  analysts,  bankers  and 
fund  managers,  both  European  and  American,  ignored  bla- 
tant red  flags  long  before  EM.TV  derailed  in  December. 

EM.TV's  chief  financial  officer  was  Florian  Haffa,  Thomas' 
36-year-old  brother  and  a  college  dropout.  Yet  securities  ana- 


lysts seemed  to  trust  management's  woi 
more  than  the  income  statement.  EM.TV's  x\ 
suits  for  the  first  half  of  2000,  released  in  An 
gust,  showed  $279  million  in  sales  and  $1C 
million  in  operating  income  (net  before  d 
preciation,  interest  and  taxes) — way  o) 
course  for  annual  projections  of  $731  mii 
lion  and  $351  million,  respectively.  And  Jil 
Henson  was  in  the  red.  If  anything,  th 
moldy  Muppets  were  dragging  down  EM.T 
Still,  on  Aug.  29  Merrill  Lynch's  Frankfur 
based  analyst  Bernard  Tubeileh  issued  a  "buj 
rating  with  the  stock  at  $49.  "EM.TV  was  sj 
vigorous  about  their  forecast,"  Tubeileh  say 
"Florian  Haffa  was  often  on  TV  and  reassure 
investors  that  there  was  no  danger  of  nq 
meeting  their  year-end  figures."  On  Sept 
J.P  Morgan's  London  analyst  Nick  BertoloC 
reported  that  investor  concerns  were  "sati 
fied,"  and  reiterated  a  "buy."  Two  weeks  latfl 
a  four-analyst  UBS  Warburg  team  declare 
EM.TV  a  "strong  buy."  Today  team  membe 
Richard  Jones  declines  to  comment. 

No  surprise:  Both  Merrill  and  J.P.  Morgai 
had  participated  in  EM.TV  capital  infusions 
The  cheerleaders  had  blind  faith  in  unaudited  numbei 
from  quarterly  reports.  Also,  the  company's  accountant,  Price 
waterhouseCoopers,  was  still  trying  to  figure  out  big  good 
will  writedowns.  Simply  put,  the  company  was  plainly  guess 
ing  its  earnings  figures. 

The  carnage  started  in  October,  when  EM.TV  announce! 
that  it  overstated  Henson's  already  paltry  sales  by  $15  mi 
Hon — 36%.  On  Dec.  1  Thomas  Haffa  announced  that  EMT 
would  have  operating  income  of  just  $22.5  million  for  thi 
year,  6%  of  what  it  projected.  Says  Merrill's  Tubeileh:  "It  wa 
the  untrue  statements  of  the  management  that  really  killet 
the  whole  thing."  He  is  now  "neutral." 

Florian  Haffa  exited  EM.TV  Dec.  3,  and  German  medi 
magnate  Leo  Kirch,  a  sometime  partner,  may  put  up  cas 
and  grab  a  17%  stake.  But  shareholders,  down  $16  billioi 
of  market  value  from  the  top,  will  see  little.  And  no  one' 
likely  to  see  Thomas  Haffa's  shelved  memoir.  Workin 
title,  literally  translated:  Doesn't  Work,  Doesn't  Exist. 
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POWER  LUNCHES  GIVE  ME  INDIGESTION 


I  HAVE  A  DEN  NOT  A  CHAT  ROOM. 


CUTTING  EDGE  IS  A  RAZOR 


I  LIKE  MY  MONEY  TO  WORK  HARD 


NOT  BE  HARD  WORK 


LIFE  INSURANCE 
DISABILITY  INCOME  INSURANCE 
RETIREMENT  SERVICES/401(k)  PLANS 
MUTUAL  FUNDS  /  INVESTMENTS 
LONG  TERM  CARE  INSURANCE 
ANNUITIES 
TRUST  SERVICES 


Who  you  are  is  your 
business.  Making  your  money 
work  harder  is  ours.  Visit 
www.massmutual.com 


MassMutual 

FINANCIAL  GROUP 

THE  BLUE  CHIP  COMPANIES" 


©2000  MASSACHU 


A  01111  •  ESTABLISHED  IN  1851  •  A  FORTUNE  500  COMPANY  • 
DPPENHEIMERFUNDS,  INC.  AND  DAVID  L.  BABSON  &  CO.  INC. 
Mutual  subsidiary,  and  OppenheimerFunds  Distributor,  Inc. 


OVER  $200  BILLION  IN  ASSETS  UNDER^ANAGEMWT  WITH  ITS  SUBSIDIARIES,  INCLUDING 
Securities  products  andservices  offered  througp  MML  Investors  Services,  Inc.,  a  Mass 


THE  FABLED  FIVE  NINES.  ELUSIVE,  COVETED,  f 

For  a  server  operating  system,  the  five  nines  are  a-measure  of  reliability  that  translates 
over  five  minutes  of  server  downtime  per  year*  For  your  business,  that  means  serversj 
and  running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  usua 
under  ideal  lab  conditions.  But  where  are  these  five  nines  when  your  business  needsi 
If  you're  using  Microsoft®  Windows®  2000  Server-based  solutions,  they  may  be  closer  tl 
SermFamTly        think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Comal 


3$  1  Windows  2000 


•This  levet  of  availability  Is  dependent  on  many  factors  outside  of  the  operating  system.  Including  other  hardware  and  software  technologies,  mission-critical  operational  processes  and  professlfl 
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building  recession 
horns,  and  the  asbestos 
j/olves  are  howling.  So 
|/hy  has  Warren  Buffett 
bllen  in  love  with  USG? 

V  STEPHANE  FITCH 

USG  CORP.  MAKES  THE  UBIQUI- 
tous  Sheetrock-brand  wall- 
board,  and  its  market-leading 
position  helped  it  to  net  about 
$285  million,  or  $6.45  a  share, 
111  sales  of  $3.7  billion  last  year.  But  being 
lie  biggest,  wealthiest  player  in  a  dirty 
d  industry  can  be  more  a  curse  than  a 
essing.  USG's  deep  pockets  attract  plain- 
¥  lawyers.  Between  1930  and  1972  the 
.S.  Gypsum  unit  of  this  holding  com- 
iny  put  a  smidgen  of  asbestos  in  some 
f  its  plaster  and  joint  compound.  As- 
sstos  causes  cancer — and  lawsuits. 

Never  mind  that  the  Chicago-based 
)mpany  was  far  from  the  biggest  of- 
Inder,  or  that  building  products  con- 
ining  asbestos  are  probably  accounting 
»r  at  most  a  fraction  of  the  4,000  cases  a 
;ar  of  deadly  mesothelioma.  The  big 
llprits — like  Johns  Manville,  Owens 
orning  and  Armstrong  World  Indus- 
ies — have  gone  bankrupt,  leaving  USG 
)  pick  up  a  disproportionate  share  of  the 
)sts.  Recendy  it  has  been  settling  50,000 
ibestos  cases  a  year  for  an  average  of 
1,800  each.  Only  7,500  of  these  plain- 
ffs  even  feel  sick,  and  500  have  an  illness 
ed  to  the  use  of  plaster.  Still,  that's  $90 
lillion  a  year. 


The  legal  trouble,  coupled 
with  the  bursting  of  a  price  bub- 
ble in  wallboard,  sent  USG  stock 
down  from  $45  in  May  to  $14  in 
October.  The  bears  assumed  that 
USG  would  join  the  bigger  users 
of  asbestos  in  bankruptcy  court. 

Didn't  happen.  In  January 
USG  said  it  believes  its  asbestos 
payouts  would  increase  threefold 
through  2003. 

But  as  USG  stumbled,  it  at- 
tracted some  wealthy  investors 
with  an  eye  for  value.  An  early  fan 
was  Martin  Whitman  (see  story, 
p.  156),  whose  New  York-based 
Third  Avenue  Funds  bought  half 
a  million  shares  last  summer  at 
about  $30.  Then,  after  the  Owens 
Corning  bankruptcy  spooked  investors, 
Warren  Buffett's  Berkshire  Hathaway 
bought  15%  of  USG  at  about  $15  a  share. 
Whitman  has  been  buying  USG  senior 
debt,  some  of  it  yielding  more  than  20%. 

"For  USG  not  to  be  a  bargain,"  says 
Whitman,  "the  present  value  of  future 
asbestos  claims  against  it  has  to  approach 
$3  bilhon" — enough  to  wipe  out  the  as- 
sets of  U.S.  Gypsum,  leaving  USG  its  $600 
million  (sales)  ceilings  business  and  a 
$1.5  billion  building  materials  distribu- 
tion unit.  While  those  pieces  of  USG  are 
growing  nicely,  they  generate  only  two 
dollars  in  operating  profits  for  every  five 
the  gypsum  unit  spits  out.  It's  the  jewel. 

To  see  for  yourself,  drive  an  hour 
south  of  Chicago  to  the  superefficient 
wallboard  plant  that  reopened  near  Gary 
last  year.  The  surprisingly  quiet,  clean  fac- 
tory line  begins  with  a  M-inch-thick  layer 
of  coffee-colored  plaster  slathered  be- 
tween sheets  of  paper  moving  at  325  feet 
per  minute.  It  ends  nearly  a  mile  away, 
with  thousands  of  dried,  taped  and 
stacked  4-by-8-foot  sheets  headed  for 
local  job  sites  and  Home  Depots. 

If  ever  there  was  a  commodity  busi- 
ness, this  is  it.  The  paper  is  made  from 
recycled  fiber,  the  plaster  from  one  of  the 
most  ubiquitous  minerals  in  the  Earth's 


crust.  As  insiders  in  this  peculiar  industry 
say,  this  is  the  only  business  where  you 
can  stick  dirt  between  two  pieces  of  waste 
paper  and  get  paid  for  it. 

U.S.  Gypsum  spent  $600  million  to 
develop  the  East  Chicago,  Ind.  plant  and 
four  larger  and  even  more  productive 
ones,  whipping  out  Sheetrock  at  500  feet 
per  minute.  The  cost  to  produce  1 ,000 
square  feet  of  Sheetrock  in  these  new 
plants  has  been  around  $50.  USG  is  shut- 
tering two  high-cost  production  lines  in 
Fort  Dodge,  Iowa  and  in  Oakfield,  N.Y., 
which  churn  out  wallboard  at  a  cost  of 
more  than  $80  per  thousand  square  feet. 

Great  move,  says  analyst  Barbara 
Allen  of  Arnhold  and  S.  Bleichroeder. 
USG's  capital-starved  rivals  have  plants 
making  board  for  $80  per  thousand 
square  feet.  If  prices,  which  have  fallen  in 
the  past  eight  months  from  $160  to  $98, 
slide  further,  older  plants  will  be  moth- 
balled,  cutting  supply  and  setting  a  floor 
for  prices  well  above  USG's  cost. 

Sheetrock  will  account  for  around 
one-third  of  the  27  billion  square  feet  of 
wallboard  shipped  in  North  America.  In 
joint  compound — the  gypsum  and  water 
muck  that  fills  seams  between  sheets  of 
wallboard — USG  owns  two-thirds  of  the 
market.  So  even  if  a  contractor  uses  wall- 
board  made  by  National  Gypsum  or 
Georgia-Pacific,  there's  a  fair  chance  he 


►  By  the  Numbers 


Chalking  It  Up 

Remember  horsehair  plaster?  Equities 
cheered  when  drywall  replaced  it  in  the 
post-World  War  II  building  boom. 

of  gypsum  eaten  by 
the  average  American  annually  as 
calcium  additive  in  foods. 


the  rise  in  drywall  prices 
between  1992  and  1999. 


of  new  production  capacity  coming 
online  by  2002. 

Sources:  USG;  UBS  Warburg. 
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uses  USG's  mud  to  finish  the  job. 

Is  wallboard  a  commodity?  Hardly, 
says  USG's  49-year-old  chief  executive, 
William  Foote.  USG's  research  division 
spends  $20  million  a  year  on  new  ideas. 
Without  adding  to  the  cost  of  materi- 
als, scientists  have  made  Sheetrock 
lighter,  stiffer  and  easier  to  "snap  and 
score"  than  other  brands.  The  differ- 
ences between  USG  and  National  Gyp- 
sum boards  are  hard  to  detect,  but 
some  contractors  say  Sheetrock  saves 
them  time — and  since  the  cost  of  a 
wall  is  85%  labor,  they  may  be  rational 
in  doing  so.  Foote  claims  his  product 
commands  a  10%  price  premium. 

Threat  from  cheap  imports?  In- 
significant. Truck  wallboard  more  than 
a  day's  drive  from  your  plant  and 
you've  very  likely  blown  your  profits 
out  the  exhaust  pipe.  USG's  five  refur- 
bished plants  are  located  within  a  day's 


drive  of  where  most  of  the  buildings  are 
going  up.  Rising  natural  gas  prices  are 
hurting  USG,  but  the  gypsum  raw  ma- 
terial is  cheap,  as  always.  Apart  from 
mines  there  are  the  scrubbers  of  coal- 
fired  electric  plants,  which  produce 
huge  amounts  of  the  stuff  in  pure  form. 

Foote/who  became  USG's  president 
in  1994  and  its  chief  executive  in  1996, 
gets  high  marks  for  cutting  the  com- 
pany's debt  by  60%,  doubling  sales  and 
earnings  per  share.  But  Wall  Street  isn't 
buying  it.  "On  top  of  the  asbestos  prob- 
lems, I  see  wallboard  prices  falling  and 
keep  hearing  the  word  recession,"  says 
analyst  Allen.  "I'm  neutral." 

If  you're  one  to  buy  lawn  chairs 
when  they're  on  clearance  in  February, 
take  note:  At  $22  USG  stock  trades  at 
three  times  the  $7  a  share — before  as- 
bestos charges — Allen  expects  it  to  earn 
this  year.  F 


The  farmers  who  own 
Ocean  Spray  could 
have  gotten  rich— if 
they  had  thought  like 
capitalists.  But  their 
organization  has  mon 
of  a  socialist  flavor. 

BY  LUISA  KROLL 

IT  HAD  THE  SLIGHTLY  CONSPIRATOI 
ial  feel  of  an  abolitionist  meetinj 
Thirteen  cranberry  growers  gafU 
ered  last  month  in  the  Plympton 
Mass.  barn  of  Ronald  Drollett.  Th 
plot:  Engineer  the  sale  of  Ocean  Spra 
the  juicemaker.  If  this  were  any  ord 
nary  corporation,  it  would  probabl 
have  been  sold  years  ago  in  a  lucrativ 
tender  offer.  But  this  is  not  any  corpc 
ration.  It  is  an  agricultural  cooperativ< 
founded  in  the  Depression  primarily  t 
boost  commodity  prices.  A  sale  of  thi 
company  requires  the  approval  of  7591 
of  the  owner- growers. 

The  Plympton  plotters  had  no  hop 
of  winning  a  75%  supermajority  righ 
away.  But,  five  years  after  they  first 
made  a  push  for  auctioning  off  th« 
company,  they  hoped  they  could  ge 
51%  approval  for  their  proposal  to  api 
point  four  new  pro-sale  board  mem 
bers  at  the  annual  meeting  the  follow 
ing  week. 

Just  over  a  year  ago  the  farmers  whc 
own  this  company  enlisted  Bain  &  Co. 
Merrill  Lynch  and  a  Harvard  professoi 
to  evaluate  its  options.  According  tc 
growers  who  heard  the  reports,  the  ex- 
perts recommended  a  sale.  But  the 
board,  composed  of  25  growers  at  thfl 
time,  nixed  the  idea,  never  giving  the 
rest  of  the  growers  a  chance  to  vote  oil 


Smoked  Out 


Flameout:  Pat  Billings'  "miracle"  board. 


Four  years  ago  the  Wall  Street 
Journal  found  a  front-page  story 
in  septuagenarian  sculptor  and 
part-time  tinkerer  Patricia  Billings. 
She  had  developed  a  secret  catalyst 
that  lets  you  mix  cement  and  gyp- 
sum—usually impossible,  she'd  said. 
Billings  called  the  new  mix  Geobond, 
revolutionary  because  it  was  strong, 
lightweight  and  best  of  all,  fireproof. 

Here  was  the  "best  alternative  to 
asbestos  in  decades,"  said  the  Journal.  People  magazine,  CBS'  48  Hours  and 
NBC's  Dateline  picked  up  the  story.  Crews  of  firefighters  ignited  a  bonfire  inside 
a  Geobond  shack,  which  refused  to  burn.  Billings  turned  down  a  $20  million 
buyout  offer.  Perhaps  $80  million  was  enough,  she  said.  Maybe  someday,  she 
mused,  "this  old  lady  can  go  off  and  just  do  art." 

Someday  has  come,  and  Billings  has  plenty  of  time  to  sculpt.  But  she  isn't 
any  multimillionaire.  Once  the  hype  died  down,  buyout  offers  ceased  and  so  did 
sales  of  Geobond.  Billings'  staff  has  shrunk  from  13  to  3.  She'd  have  a  hard  time 
filling  orders  these  days,  if  there  were  any. 

The  problem:  Geobond  isn't  the  whizbang  stuff  the  media  wanted  it  to  be.  Ce- 
ment and  gypsum  can  be  mixed  together,  no  secret  "catalyst"  necessary.  "It's  just 
a  matter  of  knowing  the  chemistry  of  the  cement  and  mixing  it  right,"  says  Paul 
Shipp,  a  senior  associate  in  USG's  research  department.  USG  even  makes  such 
a  mixture,  called  Duracal,  used  to  repair  roads.  "We  could  plaster  a  wall  with  it," 
Shipp  says,  but  why  bother  when  brick,  cement,  ceramic  and  plaster  are  cheaper 
or  more  widely  available  and  just  as  fireproof? 

Whither  Geobond?  There  may  be  uses  for  it,  albeit  obscure— say,  a  coating 
that  could  be  used  for  telephone  poles  in  wildfire  districts.  —  S.F. 
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r,  much  less  to  read  the  studies. 

How  much  money  are  we  talking 
!bout?  Lots.  By  1995  Lakeville,  Mass.- 
|ased  Ocean  Spray  had  grown  to  a 
nembership  of  about  750  cranberry 
Ind  150  grapefruit  growers,  it  had 
KDmething  close  to  a  monopoly  in 
Iranberry  drinks,  and  its  sales  were  $1.4 
pillion.  At  the  time  the  co-op  might 
wave  yielded  a  price  close  to  1.5  times 
revenues,  speculates  a  beverage  indus- 
|-y  analyst.  That  would  have  come  to  an 
jverage  of  $2.3  million  for  each  farmer- 
jnember.  (Ownership  shares  are  allot- 
pd  by  barrels  produced.) 

Now  the  numbers  don't  look  so 
Jbod.  The  company's  revenues  have 
Stagnated  and  its  net  proceeds,  which 
fpust  be  distributed  to  farmer-mem- 
Jlers,  have  fallen  from  $280  million  in 
1998  to  $73  million  last  year.  Mean- 
mile,  rivals  have  crept  onto  super- 
liiarket  shelves.  Today's  value  might 
lie  less  than  one  times  revenues,  says 
lie  analyst. 

Some  of  the  co-op  members, 
hough,  are  more  desperate  than  ever  to 


sell.  Many  cranberry  growers  are  on  the 
verge  of  going  under,  thanks  to  the 
drop  in  berry  prices  from  $60  a  barrel 
in  1998  to  $10  now.  They  need  $35  to 
break  even.  "It's  a  terrible  goddam 
mess,"  says  Drollett.  "If  the  growers  had 
more  information  and  knew  the  value 
of  their  shares  on  the  open  market, 
then  they  might  consider  a  sale." 

How  ironic  that  in  the  mad  scram- 
ble to  acquire  noncarbonated  bever- 
ages, which  are  growing  in  volume 
three  times  faster  than  fizzy  drinks,  one 
of  the  best-known  brands  can't  find  its 
way  to  the  auction  block.  What  better 
way  for  Coca-  Cola,  humiliated  after  its 
short-circuited  takeover  of  Quaker,  to 
get  back  into  the  game?  Or  for  PepsiCo 
to  add  to  its  mighty  line  of  Tropicana, 
Sobe  and  Gatorade? 

It  doesn't  help  matters  that  the 
largest  cranberry  growers,  disillusioned 
with  Ocean  Spray,  quit  the  co-op  in 
1993 — getting  a  pittance  for  their  co-op 
shares,  since  departing  members  have 
to  sell  them  back  at  cost.  The  group 
now  sells  its  own  premium  brand 


under  the  name  Northland  Cranber- 
ries, a  publicly  traded  company.  North- 
land eked  out  a  tiny  profit  in  the  first 
quarter  of  this  year,  but  its  shares  are 
lingering  below  $1. 

Ocean  Spray  once  had  a  shot  at 
being  acquired.  In  1994  it  formed  a 
joint  venture  with  PepsiCo  to  distribute 
its  single-serve  juices  in  soda  machines 
and  grocery  stores.  But  after  dealing  re- 
peatedly with  complaints  from  Ocean 
Spray  farmers  that  they  were  getting 
scant  attention,  PepsiCo  acquired  Trop- 
icana and  eventually  let  the  deal  with 
Ocean  Spray  lapse. 

"Everyone  feels  wronged,"  says 
Robert  Hawthorne,  the  former  Pills- 
bury  marketer  brought  in  as  Ocean 
Spray's  chief  executive  last  year.  He  says 
he  is  evaluating  how  to  enhance  share- 
holder value.  Yet,  he  adds,  "the  board 
gave  me  an  objective:  to  turn  this  com- 
pany around." 

What  this  company  needs  to  en- 
hance shareholder  value  is  a  takeover 
raid — if  only  there  were  such  a  thing  in 
the  co-op  world.  F 
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■■IB  8MMB  ■  ■■■ 

The  Taxophiliacs 

George  W.  Bush  wants  a  tax  cut.  Certain  members  of 
the  intelligentsia  stand  in  opposition  to  the  idea. 

level  never  previously  at- 
tained except  during 
World  War  II.  Adding  in 
state  and  local  taxes  gets 
you  over  30%.  And  yet  I 
cannot  find  the  awareness 
I  am  looking  for. 

And  not  only  at  the 
federal  level.  When 
Rudolph  Giuliani  was 
elected  mayor  of  New 
York  City  in  1993,  after  a 
campaign  that  pledged  tax 
cuts,  the  Times  cautioned 
him  against  keeping  his 
promises,  saying  it  would 
be  impossible  without  de- 
stroying city  services.  In 
fact,  Rudy  has  reduced 
city  taxes  by  $2  billion  a  year  and  has 
plainly  improved  city  services. 

In  neighboring  New  Jersey  James 
Florio  ran  for  governor  in  1989  on  a 
platform  promising  no  new  taxes. 
Once  installed  in  office  he  earned 
near-universal  obloquy  by  pushing 
through  the  biggest  tax  increase  in  the 
state's  history.  In  calling  for  his  re- 
election in  1993,  the  Times  lovingly 
recalled  this  double  cross  and  opined: 
"In  light  of  the  prevailing  anti-tax 
sentiment,  it  was  a  brave  move." 

Tim  esians  resisting  tax  cuts  have 
many  arguments  at  their  disposal. 
When  the  economy  is  strong,  tax  cuts 
are  rated  inflationary. 
After  both  houses  of  Con- 
gress passed  tax-cut  bills 
in  mid- 1999,  the  Times 
proclaimed  (July  19)  the 
case  for  such  cuts  "very 
weak,"  and  added:  "The 
economy  is  booming,  and 
...  a  tax  cut  now  would  be 
likely  to  bring 


BY  DAN  SELIGMAN 

HYPOTHESIS:  WHILE  THE  NEW 
President  makes  his  case  for  a 
$1.6  trillion  tax  cut  over  ten 
years — a  figure  representing  less  than  a 
third  of  currently  projected  surpluses  in 
the  decade — he  will  have  to  overcome 
some  powerful  opposition  in  media 
circles,  like,  say,  the  New  York  Times.  I 
recently  searched  the  Nexis  database  for 
mentions  of  taxes  in  the  Times  editorial 
columns.  Why  this  paper?  Because  the 
world  is  full  of  folks,  many  of  them  on 
other  media  transmission  belts,  who 
look  to  the  Times  for  clues  about  what's 
right,  and  how  issues  must  be  framed, 
and  which  facial  expression  is  appro- 
priate when  the  anchor  is  reading  the 
script  on  taxes. 

What  I  kept  hoping  to  find  in  the 
world's  greatest  newspaper  was  some 
awareness  that  taxes  could  be  too  high. 
This  seems  like  a  reasonable  thing  to  be 
aware  of,  as  it  says  right  there  in  the 
February  2000  report  of  the  Council  of 
Economic  Advisers  that  the  federal  gov- 
ernment takes  in  tax  revenues  in  excess 
of  20%  of  gross  domestic  product,  a 


on  ... 
higher  interest  rates." 
Okay,  so  what  about 


Soaring  Taxes 

Those  rising  receipts 
put  the  federal  tax  bite 
at  a  level  not  seen 
since  World  War  II. 


Federal  tax  receipts 
as  a  percentage  of  GDP 


'90     92     '94     '96     '98  '00 


when  the  economy 
weakening?  Like  rigl 
now?  Addressing  thl 
question  recently  ( Jan.  4 
the  editors  argued  that  it 
a  lousy  idea  because  "tri 
impacts  of  tax  cuts  ai 
very  hard  to  time"  an 
can  result  in  overstimulating  an  ecoi 
omy  that  has  already  recovered. 

Until  the  last  few  years,  when  ete: 
nal  deficits  were  suddenly  replaced  h 
soaring  surpluses,  the  Times  invariab! 
cited  the  deficit  in  its  argument  again 
tax  cuts.  On  Dec.  21,  1994,  when 
briefly  appeared  that  Congress  an 
Clinton  would  deliver  a  middle-cla 
tax  cut,  the  Times  cluck-clucked  thi 
the  middle  class  could  lose  in  the  enc 
because  the  deficit  would  rise,  in 
creasing  interest  rates.  Okay,  so  wha 
about  tax  cuts  when  we've  got  hug 
surpluses?  It  seems  that's  not  a  goo 
idea,  either.  First,  because  the  surpluse 
will  not  last  forever,  and  the  propose 
Bush  tax  cut  "would  risk  deficits  dow 
the  road"  (Dec.  15).  Second,  becaus 
serious  tax  cuts  get  in  the  way  of  r& 
ducing  the  national  debt  (Dec.  20 
Third,  because  the  preferred  alterna 
tive  to  tax  cuts  is  "using  swelling  rev 
enues  in  future  budgets  to  deal  mor 
ambitiously  with  health  care,  school 
and  unmet  social  needs"  (Nov.  1 
1999).  Might  spending  on  unmet  so 
cial  needs,  which  are  infinite,  be 
threat  to  debt  reduction?  The  poss 
bility  is  not  considered. 

Of  all  the  taxes  the  Times  yearns  no 
to  cut,  the  clear  favorite  is  the  one  o 
capital  gains.  All  during  the  1990s  effort 
by  Republicans  to  cut  this  tax  were  re 
peatedly  characterized  as  "a  giveaway 
"a  tax  subsidy  for  th 
rich,"  "a  windfall  profi 
for  rich  families."  Effort 
by  the  elder  Bush  to  lowe 
the  taxes  were  repeated! 
(e.g.,   Oct.    17,  1990 
deemed  "obsessive." 

A  doctor  might  diag 
nose  an  obsession  amonj 
the    editorialists — wit 
making  the  federal  govern 
ment  as  big  as  possible 


1945 
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Return  to  Sender 

The  Postal  Service  isn't  content  with  its 
monopoly  on  first-class  mail.  It  wants 
to  go  into  new  e-businesses. 


BY  IRA  CARNAHAN 

WHAT'S  POSTMASTER  GEN- 
eral  William  Henderson 
going  to  do  with  the 
proceeds  of  that  first- 
class  rate  boost?  It  seems 
that  some  of  the  money  will  go  into 
what  he  has  described  as  a  personal 
"passion":  e-commerce.  In  recent 
months  he  has  led  the  U.S.  Postal  Ser- 
vice into  such  cutting-edge  markets  as 
electronic  bill  payment,  electronic  post- 
marking and  secure  electronic  docu- 
ment delivery. 

USPS  doesn't  exactly  have  a  stellar 
record  in  venture  capital.  Its  first  foray 
into  electronic  commerce  came  in  1982 
and  was  known  as  E-Com.  By  the  time 
it  was  halted  three  years  later  it  had  lost 
$99  million,  $1.50  for  each  message 
sent.  The  results  of  more  recent  proj- 
ects have  been  little  better.  In  1998  the 
General  Accounting  Office  reported  on 
19  new  projects  of  the  USPS,  ranging 
from  cell  phone  towers  atop  post  of- 
fices to  a  mail  remittance  center  that 
was  supposed  to  keep  people  using 
stamps.  The  total  loss  from  1995  to 
1997:  $85  million. 

USPS  might  have  trouble  scaring  up 
the  capital  for  its  efforts  in  the  electronic 
domain,  except  for  one  thing:  It  has  a 
wonderful  monopoly  in  its  main  busi- 
ness, carrying  first-class  mail,  which 
brings  in  $36  billion  of  its  $65  billion  in 
annual  revenue.  The  recent  rate  changes 
should  add  another  $2  billion. 

This  corporation  has  some  other 
things  going  for  it.  Despite  its  protesta- 
tions that  it  is  an  independent,  busi- 
ness-minded entity,  it  acts  like  any 
other  government  agency.  It  pays  no  in- 
come tax,  is  largely  immune  to  sales  tax, 
owes  no  property  tax  on  its  real  estate 
and  can  draw  on  a  credit  line  at  the  U.S. 
Treasury. 


Does  the  country  need  an  arm  of 
the  federal  government  to  get  into  elec- 
tronic bill  payment?  Taxpaying  entities 
like  Yahoo,  Paytrust,  Microsoft  and  as- 
sorted banks  are  already  working  on 
that  market.  In  secure  electronic  docu- 
ment delivery,  USPS  is  challenging  com- 
panies like  TNT,  Pitney  Bowes  and  UPS. 

"We  just  don't  see  a  compelling 
need  for  government  agencies  to  offer 
these  services,"  protests  Jason  Mahler, 
vice  president  and  general  counsel  at 
the  Computer  &  Communications  In- 
dustry Association.  "There's  a  thriving 


bridge  the  digital  divide — to  make  su 
that  no  one  is  left  out  of  the  opportun 
ties  of  the  Internet." 

There's  even  some  question  as  1 
whether  the  USPS  has  the  legal  autho 
ity  to  make  the  move.  Postal  Rate  Con 
mission  Chairman  Edward  Gleima 
testified  recently  that  there  is  nothir 
in  the  law  specifically  authorizing  the 
ventures  and  that  there  is  no  reason  I 
think  a  silence  on  the  part  of  Congre 
should  be  interpreted  as  consent  to  d 
Internet-related  ventures. 

Such  concerns  didn't  stop  USF 
from  starting  eBillPay  and  Electron; 
Postmark  in  April  and  PosteCS,  a 
electronic  delivery  service,  in  Ma 
Don't  ask  about  results;  when  the  GA> 
tried  to  track  the  Postal  Service's  e 
commerce  schemes,  it  found  the  fi 
nancial  reporting  so  shoddy  it  couldn 
make  sense  of  it.  "The  data  were  s 
bad,  we  basically  gave  up,"  said  GAO 


market.  These  technologies  were  cre- 
ated by  the  private  sector.  There's  com- 
petition in  these  areas." 

USPS  spokesman  Greg  A.  Frey  de- 
fends the  line  extension.  "We're  doing 
the  very  same  things  we've  done  since 
Benjamin  Franklin  was  appointed  the 
first  Postmaster  General  in  1775,"  he 
says.  Deputy  Postmaster  John  Nolan 
did  him  one  better  at  a  recent  Senate 
subcommittee  meeting,  wrapping  the 
e-ventures  in  the  flag  of  egalitarianism: 
USPS  was  taking  an  "opportunity  to 


Bernard  Ungar  at  a  forum. 

Prudential  Securities'  Jame 
Lucier,  who  follows  the  Internet  am 
e-commerce,  doesn't  expect  a  winne: 
here.  "Going  to  fractions  of  a  cent  o 
maybe  a  cent  or  two  for  electronic  bil 
pay,  as  opposed  to  the  34-cent  stam[ 
you're  allegedly  losing,  is  really  not 
credible  plan  to  replace  lost  revenue,' 
he  says. 

Perhaps  it  wouldn't  be  such  a  bac 
deal  if  the  e-ventures  were  so  successfu 
that  they  inspired  Congress  to  tak< 
USPS  public,  as  it  did  Conrail,  and  tc 
open  up  mail  delivery  to  competition 
Don't  count  on  it 
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A  COMFORTABLE  NEW  PLACE  TO  BE 


TOMORROW 
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Our  new  World  Business  Class  is  a  logical  response  to  the  nonstop 
business  world.  That's  why  all  of  our  flights  now  offer  new  digital 
audio  and  meal  service  that  defies  airline  standards.  Together  with 
KLM,  over  half  of  our  fleet  now  provides  55%  more  legroom  and 
150-degree  recline.  And  by  summer,  all  of  our  planes  will  be  complete. 
The  business  world  has  few  moments  of  uninterrupted  comfort. 
We're  clearing  the  way  for  more  of  them. 


©2001  Nortlmesl  Airlines.  Inc. 


It's  a  Wonderful  Deal 

Larry  Seidman  says  his  raids  on  small-town  banks  are  a  force  for  good. 
His  targets  say  he's  out  to  line  his  pockets.  Maybe  they're  both  right. 


BY  BERNARD  CONDON 

LAWRENCE  SEIDMAN  HAS  BEEN 
heckled  at  annual  meetings, 
sued,  hung  up  on  dozens  of 
times  and  depicted  as  evil  as 
Mr.  Potter  in  the  film  "It's  a 
Wonderful  Life."  Potter  was  the  portly 
plutocrat  who  was  going  to  ruin  an 
idyllic  town  if  he  got  his  grasping 
hands  on  a  bank  there.  The  character 
played  by  Jimmy  Stewart  saved  the  day. 

Seidman  has  had  better  luck  than 
his  Hollywood  counterpart.  Despite  the 
rap,  the  5  3 -year- old  has  gotten  himself 
onto  the  boards  of  banks  and  forced  a 
dozen  to  sell  out  to  bigger  rivals.  In  the 
process  he's  rewarded  investors  in  five 
funds  he  runs  with  an  annual  average 
return,  net  of  fees,  of  23%  over  the  past 
five  years.  He  hasn't  destroyed  any 
small  towns,  but  he  has  shaken  up  an 
industry  that  just  maybe  was  in  consid- 
erable need  of  a  shakeup. 

"There  are  too  many  pseudobanks 
that  don't  deserve  to  exist,"  Seidman 
says.  "They  forget  they  work  for  share- 
holders." 

It's  a  logic  that  is  taking  hold  as  the 
profitability  of  these  banks  continues 
to  fall.  Seidman  has  spawned  copycat 
raiders.  And  a  group  of  retail  in- 
vestors— Seidman  Soldiers,  as  one  fan 
writes  on  an  Internet  bulletin  board — 
are  investing  in  his  wake,  forcing  banks 
to  give  in  to  his  demands.  It's  a  time  of 
triumph  for  Seidman. 

There's  one  dark  cloud.  The  federal 
Office  of  Thrift  Supervision  is  consider- 
ing guidelines  that  would  encourage 
small  banks  to  write  bylaws  that,  in  ef- 
fect, would  keep  Seidman  off  their 
boards.  Seidman  had  a  long,  bitter  tussle 
with  these  regulators  that  ended  six 
years  ago.  An  agency  lawyer  denies  the 
assertion  that  the  guidelines  target  Seid- 
man. But  no  one  could  be  more  inter- 
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ested  than  he  in  whether  or  not  they  are 
adopted.  A  decision  is  expected  soon. 

Seidman's  hardest-fought  prize:  IBS 
Financial,  a  ten-branch  outfit  in  Cherry 
Hill,  N.J.  When  Seidman  started  buying 
shares  in  1995,  IBS'  chief  executive  was 
paying  himself  a  $1.2  million  salary, 
though  the  bank  earned  just  $5  million 
the  year  before.  Seidman  was  painted  as 
an  outsider  out  to  destroy  a  beloved  in- 
stitution, but  he  shrewdly  pointed  out 
the  hypocrisy:  The  thrift  was  putting 
most  of  its  money  into  bonds  and 
mortgage-backed  securities,  not  lend- 
ing to  neighbors.  Three  years,  two 
proxy  fights  and  two  lawsuits  later,  IBS 
agreed  to  sell  to  Hubco  of  Mahwah,  N.J. 
Seidman's  $11  million  investment 
turned  into  $18  million. 

Small-town  banks  weren't  always  so 


lending  to  make  money,  but  often  the) 
don't  even  try.  Boards  typically  an 
dominated  by  schoolteachers,  stori 
owners  and  real  estate  brokers  ill 
equipped  for  such  strategic  shifts. 

Seidman's  long  string  of  successfu 
raids  began  in  1985.  Seidman,  a  formei 
Securities  &  Exchange  Commission 
lawyer  and  a  nationally  ranked  swircw 
mer,  was  investing  in  real  estate.  He  gof 
interested  in  Hubco,  the  bank  that  years 
later  would  buy  IBS,  when  he  realized 
that  buildings  it  owned  were  worth 
more  than  the  company  itself  on  thc| 
stock  market.  He  bought  13%  of  ill 
shares.  Then  he  resorted  to  a  bit  oi 
drama  to  get  shareholders  to  pusn 
management  to  lend  more  to  the  com-j 
munity  and  to  buy  other  banks.  H<] 
hired  a  cameraman  to  videotape  th 
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Seidman  wouldn't  name  his  next  targets,  but  it's  not  difficult  to  find  community 
banks  that  meet  two  of  his  key  criteria:  expenses  high,  stock  low.  The  average  thrift 
spends  65%  of  its  revenue  on  overhead  and  has  shares  trading  under  book  value. 
The  banks  below  fare  even  worse,  making  them  especially  vulnerable  to  raiders. 


Assets 

Share 

Overhead/ 

Share  price/ 

Company 

(Smil) 

price1 

revenue2 

book  value 

Big  Foot  Financial 

$214 

$12.25 

92% 

73°c 

Peoples  Financial3 

100 

5.38 

90 

64 

Prestige  Bancorp 

210 

8.63 

70 

59 

SFSB  Holding 

49 

7.50 

89 

53 

Southern  Banc4 

98 

8.88 

65 

54 

'Closing  price  on  l/IO/OI.  2Revenue  is  net  interest  income  plus  other  income.  3Based  in  Massillon,  Ohio. 
"Based  in  Gadsden.  Ala.  Sources:  Tucker  Anthony;  SNL  Securities. 


troubled.  Thrifts  once  dominated  the 
business  of  lending  to  people  buying 
homes.  But  in  the  past  decade  big  banks 
have  bought  into  the  mortgage  busi- 
ness, and  the  market  for  securities 
backed  by  home  loans  has  exploded. 
Returns  on  assets  for  savings  banks 
under  $1  billion  in  assets — Seidman's 
preferred  size  for  a  target — have 
dropped  in  half  in  the  past  seven  years. 
Thrifts  need  to  move  into  commercial 


annual  meeting.  Managers  played  right 
into  his  hands.  They  called  the  police] 
and  kicked  the  cameraman  out,  high- 
lighting their  willingness  to  muzzle  dis- 
sent. Two  years  and  three  proxy  fights 
later,  the  board  replaced  its  chief  execu- 
tive and  the  company  launched  a  buy- 
ing spree.  Seidman  tripled  his  money. 

The  next  big  target  was  Crestmont 
Federal,  an  Edison,  N.J.-based  thrift.  It 
was  being  run  by  a  former  teacher  who 


as  paying  $2.4  million  a  year  in  rent 
>r  wood-paneled  offices  while  the 
ink  was  earning  just  $6  million  a  year. 
1  1989  Seidman  forced  his  way  onto 
le  board  and  got  the  directors  to  make 
im  chairman.  He  found  $23  million  in 
ndisclosed  loan  losses.  He  got  rid  of 
ranches  and  cut  office  space  in  half, 
hen  the  Office  of  Thrift  Supervision 
egan  investigating  the  bank.  It  accused 
eidman  of  obstructing  its  efforts.  He 
epped  down.  The  agency  barred  him 
om  the  industry  for  life. 

The  good  news  is  that  Crestmont 
as  sold  in  1994.  Seidman  made  $5 


trillion  on  just  $600,000  down.  He  also 
aanaged  to  get  that  ban  overturned  in 
n  appeal  the  same  year.  But  the  regula- 
brs  retaliated  by  slapping  him  with  a 
pase-and-desist  order.  Under  the 
gency's  proposed  guidelines,  banks 
ould  change  bylaws  to  keep  people 
'ith  such  censures  off  their  boards. 

Soon  after  Seidman's  ban  was  lifted, 
e  began  raising  money  for  his  funds, 
imich  now  have  $32  million  in  assets, 


from  the  Cali  family  of  New  Jersey  and 
other  investors.  Then  he  set  his  sights 
on  Wayne  Bancorp  of  Wayne,  N.J., 
where  he  lives.  He  used  what  was  sup- 
posed to  be  a  routine  reelection  of  a 
hardware  store  owner  to  the  board  to 
highlight  a  particularly  egregious  prac- 
tice at  thrifts:  stock  grants  unique  to  the 
industry,  called  Management  Recogni- 
tion Plan  Shares,  that  allow  directors  to 
be  compensated  as  if  earnings  were 
growing  by  double  digits  even  if  they 
are  not  growing  at  all.  Payouts  at  Wayne 
were  worth  nine  months  of  earnings. 
The  bank  eventually  sold.  Seidman  got 


ill       '  & 


$6  million,  double  his  investment. 

Thrifts  still  position  Seidman  as  if 
he  were  the  evil  Mr.  Potter.  But  the  tac- 
tic isn't  working  well  now.  "I  love  this 
bank,"  said  a  longtime  South  jersey  Fi- 
nancial customer  when  asked  to  vote 
against  Seidman  last  year.  "But  he's 
done  well  for  shareholders."  The  bank 
was  sold  in  March,  just  a  year  after 
Seidman  announced  his  investment. 

So  now  that  this  small-town  terror 


is  attracting  more  followers,  will  the 
government  trip  him  up  again? 

If  one  recent  raid  is  any  measure, 
Seidman  may  win  even  if  he  loses.  After 
First  Federal  of  East  Hartford,  Conn, 
changed  its  bylaws  to  keep  Seidman  off 
its  board  last  year,  a  self- described  pas- 
sive investor  was  so  enraged  he 
launched  his  own  proxy  fight  to  be- 
come a  director.  The  new  bylaw  has 
since  been  scrapped.  Seidman  joined 
the  board  in  November.  Don't  be  sur- 
prised if  this  thrift  soon  sells,  too. 

You  can  play  bank  raider  without 
risking  lawsuits,  if  you  are  content  to 


■ 

Pool  shark: 

Seidman  has 

forced  a 

dozen  banks 

to  sell.  Is 

yours  next? 

invest  passively  and  wait  for  nature  to 
take  its  course.  Look  for  a  small  bank 
trading  at  a  steep  discount  to  book 
value.  It  will  probably  have  rotten  earn- 
ings— or  it  wouldn't  be  so  cheap — but 
there's  a  chance  it  will  be  acquired  at  a 
premium.  We  asked  Tucker  Anthony, 
an  investment  bank  specializing  in 
small  financial  service  companies,  for  a 
sampling  of  what's  out  there.  Its  picks 
are  shown  in  the  table  opposite.  F 
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Do-Gooder 
Tourism 

Volunteering  is  cheaper  than  a  conventional  vacation 
in  Africa,  and  you  might  change  some  lives. 

BY  JOHN  COONEY 

■  T'S  TEN  O'CLOCK  AT  NIGHT  AND  THE  MAKESHIFT  CLASSROOM 
B  is  barely  illuminated  by  two  oil  lanterns.  Ten  young  adults, 

■  including  farmworkers,  two  maids,  a  driver  and  a  community 
organizer,  sit  on  rough  wooden  benches.  Having  worked  all  day, 
several  of  them  stifle  yawns  and  fight  to  keep  their  eyes  open. 

We  are  on  a  banana  farm  in  the  bush  in  Kiwangala,  Uganda, 
some  100  miles  southwest  of  the  capital  city  of  Kampala.  My 
wife,  Lenore,  and  1  are  here  as  volunteers  for  two  weeks  under 
the  auspices  of  the  United  Children's  Fund,  trying  to  teach  the 
locals  about  leadership  and  helping  them  improve  their  English. 
The  fund,  a  small  volunteer  organization,  was  started  in  1994, 
providing  aid  to  Ugandan  children  orphaned  by  the  AIDS  epi- 
demic that  is  ravaging  the  continent.  The  Boulder,  Colo.-head- 
quartered  UCF  also  sends  people  to  rural  Uganda  to  help  the 
Kalibbala  Rural  Development  Organization  with  projects  aimed 
at  raising  the  standard  of  living,  improving  health  care  and  ed- 
ucation and  assisting  with  care  of  the  aged  and  terminally  ill.  It 
is,  in  essence,  a  nongovernment  Peace  Corps,  whose  volunteers 
work  shorter  stints. 

We  have  traveled  extensively,  but  we  had  never  been  to  sub- 
Saharan  Africa.  We  saw  it  as  an  opportunity  to  get  off  the  tra- 


ditional sight-seeing  route  while  doing  a  litt 
good.  At  the  moment  we  are  the  only  volunteej 
here,  although  there  are  accommodations  for  up  t 
six  on  the  farm  where  we  are  staying. 

We  have  a  yawning  culture  gap  to  bridge  as  wj 
chat  about  goals  in  life,  about  the  electricity  that 
scheduled  to  come  to  the  village  sometime  withii 
the  next  six  months  and  about  computers,  whid 
our  students  have  heard  about  but  only  a  few  hav 
seen.  At  one  point  the  discussion  turns  surreal  as  w 
try  to  describe  the  Internet  to  people  who  don 
have  television.  We  are  struggling  to  get  all  thj 
across  to  them  in  English,  which  they  barely  un 
derstand — even  though  English  is  the  official  lani 
guage  of  this  former  British  colony.  (The  primarl 
local  language  is  Luganda.)  Our  little  class  is  work 
ing  hard  at  learning  English;  proficiency  can  helj 
improve  one's  chances  of  landing  one  of  the  fd 
available  jobs. 

We  got  pretty  much  what  we  bargained  for  n 
our  Uganda  visit.  We  spoke  at  length  on  a  widj 
variety  of  topics  with  people  ranging  from  Irisl 
medical  missionary  nuns  who  have  devoted  thei 
lives  to  helping  poor  Africans,  to  local  farmers,  vij 
lagers,  teachers,  politicians  and  others.  In  Kampal 
we  stayed  in  the  home  of  Henry  B.  Ssewannyana 
president  of  the  Kalibbala  Organization,  and  hi 
wife,  Jane,  a  doctor  and  the  director  of  the  media 
center  at  Makerere  University. 

In  the  course  of  our  stay  we  experienced  thing 
few  tourists  ever  see:  a  funeral,  which  was  a  blen< 
of  ancient  tribal  customs  and  a  traditional  Catholic  ceremony 
and  a  wedding  dinner,  where  people  dressed  and  drank  toast 
in  ways  that  would  be  familiar  to  wedding-goers  in  the  U.S. 

But  for  us  this  experience  was  better  than  tourism  by  itsel 
could  ever  be.  Not  that  we  fooled  ourselves  into  thinking  wi 
were  changing  the  world:  Unless  one  is  a  medical  professional 
or  someone  bringing  to  bear  a  specific  agricultural,  legal  oi 
technical  skill  that's  needed,  it  is  difficult  to  contribute  verj 
much  more  than  goodwill  in  a  week  or  two. 

Still,  we  felt  useful,  not  mere  gapers.  And  volunteering  ii 
cheaper  than  conventional  tourism:  Volunteers  in  this  pro 
gram  pay  fees  that  range  from  $820  for  a  week  up  to  $6,750  foi 
six  months,  with  discounts  for  groups.  The  fees  include  roonj 
and  board  and  subsidize  some  project  costs.  Volunteer! 
arrange  their  own  transportation. 

There  are  scores  of  philanthropic  and  educational  orga 
nizations  that,  like  the  United  Children's  Fund,  want  people! 
who  can  deliver  more  than  mere  money  to  a  cause.  The  proj 
ects  range  from  teaching  entrepreneurship  to  building  houses 
to  working  in  hospitals.  For  a  sampling  of  information  about) 
these  volunteer  projects,  and  for  more  details  about  UCF,  go  toj 
forbes.com/volunteers. 
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HCK-TOCK 

YOU  JUST  SHIPPED  A  HUGE  ORDER  TO  A  SLOW-PAYING  CLIENT. 
CHA-CHING 

WE'LL  HELP  YOU  GET  PAID  TOMORROW. 


Let 's  talk  working  capital.  If  only 
your  cashflow  could  move  as  fast  as 
the  rest  of  your  business.  UPS  Capital 
can  help.  With  services  like  Next  Day 
Cash?  we  can  advance  and  deposit 
funds  for  receivables  into  your 
company's  bank  account  within  24 
hours.  With  Distribution  Finance, 
you  can  leverage  your  assets,  like 
inventory,  to  meet  capital  needs. 
We'll  help  you  lease  equipment, 
too.  In  short,  we  can  offer  you  fast 
access  to  the  cash  you  11  need  to 
grow  your  business,  so  you  can 
keep  hearing  the  sweet  sound  of 
success.  Visit  upscapital.com 
or  call  us  at  1-800-637-0620. 


Tagged  and  isii?? 
Just  like 
endangered  spe( 


Until  now  the  Japanese  electronics  company 
hasn't  done  much  damage  to  Lucent  or  Nortel. 
But  it  is  big  enough  to  he  a  very  serious  threat. 


BY  BENJAMIN  FULFORD 

NEC  CORP.,  THE  DOWDY  JAPANESE 
electronics  maker,  has  8%  of  the 
world's  market  for  mobile  trans- 
mitting infrastructure  and  contests  for 
share  in  other  sectors  of  the  telecom- 
equipment  market  with  the  likes  of  Lu- 
cent, Nortel,  Nokia  and  Ericsson.  It's 
going  to  get  a  bigger  piece,  vows  NEC 
President  Koji  Nishigaki.  He  says  his 
company  isn't  content  to  depend  on  the 
tame  home  market  for  70%  of  its  rev- 
enues, mostly  from  contracts  with  NTT, 
Japan's  phone  monopoly.  Be  prepared, 
he  says,  for  an  invasion  of  the  North 
American  voice  and  data  market. 

Is  this  a  credible  threat?  At  first  blush, 
no.  This  is  the  company  that  flopped 
badly  in  personal  computers  here,  with 
its  own  brand  and  later  with  the  Packard 
Bell  acquisition.  Like  other  Japanese  gi- 
ants, it  is  hampered  by  an  unwillingness 
to  shut  down  losing  operations  at  home 
and  to  bring  in  talent  from  abroad. 

But  there  is  awesome  power  in  this 
102-year-old  company,  formerly  known 
as  Nippon  Electric  Co.  Its  $50  billion  in 
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overall  sales  expected  for  the  fiscal  year 
ending  Mar.  31  make  it  nearly  as  big  as 
Nortel  and  Lucent  combined.  It  is  the 
world's  second-largest  manufacturer  of 
semiconductors  (after  Intel),  the  key  in- 
gredient in  telecom  equipment.  And  it 
has  good  engineers,  who  had  a  working) 
model  of  a  1 .6-terabit-per-second  fiber- 
optic strand  in  March  2000,  three 
months  before  the  competition. 

Nishigaki,  62,  gained  NEC's  presi- 
dency (in  Japan,  often  the  chief  execu- 
tive position)  in  late  1998,  and  turned  a 
$1.5  billion  loss  in  the  fiscal  year  ending! 
Mar.  31,  1999  into  a  $99  million  profit 
for  fiscal  2000  and  a  projected  $1.2  bil-i 
lion  gain  for  fiscal  2001.  The  strapping; 
ex-jock,  trained  in  economics  at  Tokyo 
University,  can  take  partial  credit,  hav- 
ing initiated  a  restructuring  he  says  is  still 
incomplete.  He  was  also  lucky:  Prices 
rose  for  most  of  NEC's  semiconductors. 

Its  fiber-optic  prowess  enabled  NEC 
in  1999  to  snag  a  big  AT&T  network  in-i 
stallation  contract  for  the  latest  tech- 
nology. The  current  bit  rate  means  a  sin- 
gle fiber,  as  thick  as  a  human  hair,  has 
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Unlimited  Partnership  with: 

University  of  Delaware 

Since: 
1991 

Managed  Services: 
Dining  &  Vending  Services 
Stadium  Concessions 
Conference  Onter  Management 

Value  Created: 
Student  Satisfaction  Up:  13% 

David  Hollowell, 
Executive  Vice  President 
University  of  Delaware: 
"...by  putting  a  lot  of  quality  and 
variety  on  our  students'  plates. 
Over  10,000  of  them  every  day. 
In  our  business,  getting  the  food 
wrong  can  impact  recruiting  and 
retention.  We  don't  have  those  worries. 
We're  able  to  concentrate  all  our 
resources  on  education.  And  when 

prospective  students  visit,  our 
dining  halls  help  us  close  the  sale." 

John  Brady,  ARAMARK 
Resident  District  Manager: 
"We  work  with  students  to  create  a 
menu  that  excites  them.  Then  we 
introduce  the  best  preparation  and 
display  techniques  from  ARAMARK 
sites  around  the  world.  Why?  Because 
when  they  go  home  and  brag  to  their 
friends  about  U  ofD,  we  want  them 
bragging  about  the  food,  too." 

To  learn  more  about  ARAMARK 
Unlimited  Partnerships  visit  our 
website  at  www.aramark.com 
or  call  1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare, 
Sports  and  Entertainment, 
and  Educational  Institutions  include: 
Food  and  Support  Services, 
Uniform  and  Career  Apparel, 
Child  Care  and  Early  Education. 
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Managed  Services,  Managed  Better. 


enough  capacity  to  accommodate  20 
million  simultaneous  calls.  A  hundred 
of  these  fibers  in  a  cable  means  ample 
bandwidth  for  the  multimedia  era. 
While  other  manufacturers  are  catching 

How  They  Stack  Up  


Revenues 

Market 

during  trailing 

Operating 

capitalization1 

12  months 

income2 

NEC  $29.9 

$50.6 

$3.8 

NORTEL  97.0 

27.5 

4.1 

LUCENT  57.0 

34.33 

6.93 

Figures  in  billions  of  dollars.  'At  Jan.  9  close,  *Net  before  depreciation, 
interest  and  taxes.  'Year  ended  September  2000. 


up,  NEC  has  a  cable  four  times  as  pow- 
erful emerging  from  its  labs. 

"Being  a  few  months  ahead  of  your 
competitors  with  a  technology  like  this 
is  the  difference  between  heaven  and 
hell  in  this  business,"  says  Mineo 
Sugiyama,  a  loquacious  61 -year-old  en- 
gineer who  runs  NEC's  $14  billion  net- 
works division.  He  admits,  though,  that 
Japan-centric  NEC,  with  a  lack  of  U.S. 
support  personnel  to  install  and  main- 
tain the  equipment  inside  AT&T,  was  a 
year  late  in  delivering  the  promised 
trunk  line.  With  a  staff  of  3,000  now 
mostly  in  place  at  NEC  America  in  Irv- 
ing, Tex.,  NEC  is  courting  other  big  U.S. 
telecom  companies. 

Not  surprisingly,  NEC's  home  front, 
where  it  has  a  40%  share  of  the  telecom- 
equipment  market,  is  under  attack.  Nor- 
tel, the  hottest  player  in  the  U.S.  market, 
recendy  snagged  some  NTT  contracts  that 
in  the  past  might  have  gone  to  NEC.  U.S. 
government  lobbying  has  made  NTT 
adopt  an  open  bidding  system  for  con- 
tracts that  also  has  had  the  effect  of  low- 
ering Japanese  equipment  prices  closer  to 
global  levels.  The  resulting  squeeze  in 
profits  at  home  makes  the  overseas  push 
all  that  much  more  important  for  NEC. 
Nonetheless,  Sugiyama  expects  good  do- 
mestic business  as  Japan  seeks  to  lay  fiber 
to  all  homes  in  the  next  decade. 

NEC's  other  telecom  weapon  is  its 
prowess  in  manufacturing  mobile  hand- 
sets and  the  semiconductors  used  in  mo- 
biles and  other  devices.  In  Japan,  its  fold- 
ing phones,  vaguely  resembling  the 
communicators  in  the  TV  series  Star  Trek, 
have  a  40%  share  of  the  Internet-capable 


handset  market  in  Japan.  Of  particular 
note  are  devices  known  as  tantalum  ca- 
pacitors that  regulate  the  flow  of  electric- 
ity inside  mobile  devices.  They  are  a 
windfall  for  NEC  (it  thought  they  would 
be  used  in  other  devices  like  PCs). 
The  company  shares  a  duopoly  in 
their  production  with  the  U.S.' 
Kemet  Corp.,  says  Kanji  Sugihara, 
head  of  the  semiconductor  divi- 
sion. Sugihara  says  he  would  like 
his  division  to  become  independent 
of  the  rest  of  NEC  to  make  it  easier 
to  sell  to  companies  that  now  view 
NEC  as  a  competitor. 
President  Nishigaki  says  this  is  not 
likely  to  happen,  but  he  has  agreed  to 
allow  a  unit  specializing  in  semiconduc- 
tors for  fiber  optics  and  high-speed  net- 
works (8%  of  NEC's  chips)  to  be  estab- 
lished in  October  and  listed  separately 
within  three  years.  He  also  promises  to 
list  NEC  on  the  New  York  Stock  Ex- 
change; for  the  moment  U.S.  investors 
make  do  with  ADRs  recendy  trading  at 
$94,  or  45  times  expected  earnings  for 
the  current  fiscal  year.  Nishigaki  muses 
that  NYSE  shares  would  allow  NEC  to  do 
things  like  buy  Xerox  using  stock  swaps 
instead  of  having  to  pay  cash,  as  it  did 
with  Packard  Bell.  But  NEC  is  still  willing 
to  use  part  of  its  cash  hoard  for  its  for- 
eign adventures.  Armed  with  a  $5.4  bil- 
lion venture  capital  fund,  it  is  out  bar- 
gain hunting  in  the  U.S.  Internet  sector. 


However,  if  NEC  is  to  truly  become 
as  Nishigaki  says,  a  "gurobaru  ekuserent 
[literally,  global  excellent]  company,"  h 
needs  to  speed  up  restructuring  ii 
Japan,  where  120,000  of  its  150,000  em 
ployees  are  based.  Even  when  unprof 
itable  domestic  businesses  are  spun  ol 
into  joint  ventures,  the  only  head  coun 
reductions  take  place  through  attrition 

Specifically,  Nishigaki  needs  to  tun 
his  sword  on  NEC  Solutions,  a  $20  billioi 
grab  bag  that  operates  an  Internet  servio 
provider,  offers  systems-integration  ser 
vices  and  makes  devices  ranging  from  su 
percomputers  to  PCs  to  PDAs.  Its  revenue 
fell  3%  in  the  half  year  ended  Sept.  30 
even  as  the  rest  of  the  company  saw  dou 
ble-digit  growth.  While  NEC  has  aban 
doned  the  U.S.  PC  market,  it  muddles  or 
in  Japan.  "We  keep  making  the  boxes  be- 
cause we  have  to  keep  people  employee 
in  Japan,"  the  division's  head,  Akinobi 
Kanasugi,  acknowledges. 

The  other  problem  that  could  trip  up 
NEC  is  its  unwillingness  to  bring  in  for 
eign  technicians  or  managers  ("We  will 
never  have  foreigners  at  headquarters,' 
Nishigaki  says)  to  make  up  for  an  ex- 
treme shortage  of  Japanese  telecom  enj 
gineers.  Nortel  and  Lucent  scour  the 
world  for  such  talent,  which  they  depend 
on  to  keep  expanding  their  businesses- 
Without  access  to  the  world's  brains 
NEC's  product  invasion  of  other  lands  is 
unlikely  to  live  up  to  its  promise. 


Packard  Hell 

N 


I EC's  experience  with  personal  computers  in  America  carries  a  stigma, 
but  also  ought  to  provide  a  road  map.  In  1995  the  company  had  half  of 
Japan's  PC  market  and  seemed  to  be  on  the  verge  of  establishing  its  own 
operating  system  as  the  standard  there.  Using  its  hefty  profits  at  home,  NEC 
landed  in  the  U.S.  by  taking  over  Sacramento,  Calif.-based  Packard  Bell  in  1996  in 
a  $300  million  deal. 

Bad  timing.  Beny  Alagem's  scrappy  outfit  had  a  31%  share  of  the  American  PC 
market  in  1994.  This  had  collapsed  to  less  than  8%  by  the  time  NEC  threw  in  the 
towel  in  late  1999,  after  burning  up  $2  billion  in  a  salvage  attempt. 

Packard  Bell's  business  model,  selling  cheap  PCs  in  retail  outlets,  was  de- 
stroyed by  Dell's  direct  sales  and  a  flood  of  ultracheap  Asian  models.  At  the  same 
time,  quality  problems  poisoned  the  brand  name. 

Meanwhile,  back  at  the  ranch,  home  market  dominance  was  shattered  with  the 
arrival  of  a  Japanese  version  of  Windows.  NECs  share  of  PC  hardware  in  Japan  has 
dwindled  to  22%,  but  the  company  has  refused  to  do  what  it  did  in  the  U.S.,  where  it 
retreated  from  the  retail  PC  business  and  fired  80%  of  its  2,600  employees.  —  B.F. 
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Point  of  View  By  Steve  H.  Hanke 


n  Unbalanced  EU 


■  

J  HE  EUROPEAN  UNION  HAMMERED  OUT  THE 
Treaty  of  Nice  in  December.  Among  other  things  it 
outlines  how  political  power  will  be  shared  once 
new  member  states  accede  to  the  EU.  According  to 
the  treaty,  seats  in  the  European  Parliament  will  be 
Hllocated  to  member  countries  in  proportion  to  each  coun- 
try's population.  Although  this  led  to  a  celebration  with 
Hlenty  of  champagne,  I  think  the  EU  leaders  uncorked  the 
Bubbly  prematurely.  Indeed,  I  wonder  whether  the  European 
Marliament  will  ratify  the  treaty. 

At  present  there  are  15  EU  member  countries  and  13  po- 
fential  new  members.  Of  this 
8-country  total,  the  current 
embers,  the  EU-15,  have  69% 
f  the  population  and  94%  of 
le  gross  domestic  product. 
Vith  31%  of  the  voting  power 
nd  only  6%  of  the  GDP,  the 
ew  members,  the  EU-13, 
/ould  be  wildly  overrepre- 
ented  in  relation  to  their  eco- 
omic  size. 

This  imbalance  will  bring 
ome  nasty  factors  into  play, 
he  potential  entrants  are 
ery  poor,  and  they  love  to 
ass  around  the  begging  bowl, 
med  with  voting  power,  the 
eedy  new  entrants  will  de- 

land  subsidies  and  other  fiscal  favors,  and  play  hell  with  the 
U  budget.  That's  why  I  think  the  European  Parliament  will 
ave  second  thoughts  about  ratifying  the  Treaty  of  Nice. 

My  skepticism  was  confirmed  on  Dec.  18,  2000,  when 
erhard  Schroder,  the  German  chancellor,  fired  a  warning 
hot.  He  cautioned  workers  from  the  I  L!  applicant  Central 
nd  Eastern  European  countries  that  they  would  have  to 
ait  up  to  seven  years  before  gaining  free  access  to  jobs  in 
ie  EU-15. 

This  marked  the  first  time  that  a  leading  European  politi- 
ian  publicly  suggested  that  there  would  be  a  transition  pe- 
iod  for  the  free  movement  of  labor. 

The  potential  EU  entrants  howled  in  protest,  and  many 
undits  laid  into  Schroder,  claiming  that  he  was  trying  to 
rotect  German  workers.  But  there  is  more  to  this  story. 
4any  European  leaders  are  worried  about  the  sad  state  of 


An  awareness  is 
growing  in  the 
European  Union's 
leadership  circles 
that  opening  the 
EU  quickly  to  new 
entrants  would  be 
nothing  short  of 
catastrophic. 


the  rule  of  law  in  most  of  the 
potential  member  countries. 
Indeed,  this  all-important  un- 
derpinning of  any  free  society 
and  economy  is  deteriorating 
in  the  EU-13;  crime  and  cor- 
ruption are  rampant. 

Most  of  the  EU-13  cannot 
maintain  even  a  semblance  of 
law  and  order.  But  there  is 
more  to  the  rule  of  law  than 
safe  streets.  It  includes  a  code 
of  standards,  behavior  and  values  that  ensure  mutual  trust 
and  security.  The  rule  of  law  guarantees  public  order  and 
personal  security  by  protecting  private  individuals  and  pri- 
vate property  from  interference  by  other  individuals,  groups 
or  the  state.  It  generates  confidence  and  allows  people  to 
make  reasonable  plans  for  the  future. 

People  prefer  to  live  and  work  in  countries  that  offer  rel- 
atively high  wages — and  the  rule  of  law.  Indeed,  they  emi- 
grate for  this  reason.  Consider  Ecuador,  a  country  with  low 
wages  that's  notorious  for  lawlessness.  Over  the  past  two 
years  a  million  Ecuadorans  have  emigrated  to  the  U.S.  or 
Western  Europe.  And  a  recent  survey  found  that  another  4.2 
million  people,  35%  of  Ecuador's  population,  are  consider- 
ing emigration.  The  picture  is  much  the  same  in  the  coun- 
tries of  Eastern  and  Central  Europe. 

An  awareness  is  growing  in  Euroland's  political  and  busi- 
ness leadership  circles  that  quickly  opening  the  EU  to  new 
entrants  could  be  nothing  short  of  catastrophic.  The  proba- 
ble result  would  be  a  massive  depopulation  of  the  EU-13,  as 
the  best  and  brightest  of  the  working-age  population  emi- 
grated to  the  EU-15.  And  that's  not  all. 

Consider  Amsterdam,  a  city  that  has  long  had  a  reputa- 
tion as  a  tolerant  and  open  place.  In  the  past  few  months  the 
Dutch  police  have  had  to  take  on  new  gangs  of  Yugoslav 
criminals  that  specialize  in  the  drug  and  illegal-weapons 
trades.  This  new  crooked  element  threatens  Amsterdam's 
status  as  a  global  marketplace,  because  bad  business  kills 
good  business.  Leaders  in  Frankfurt,  Berlin,  Paris,  Madrid 
and  other  EU-15  capitals  are  undoubtedly  watching  Amster- 
dam closely. 

The  rule  of  law,  which  has  many  unwritten  features,  re- 
mains as  elusive  as  the  Holy  Grail  in  most  of  the  EU-13.  And 
without  the  rule  of  law,  nothing  good  happens.  F 


>teve  H.  Hanke  is  a  professor  of  applied  economics  at  The  Johns  Hopkins  University  in  Baltimore  and  chairman 
if  the  Friedberg  Mercantile  Group,  Inc.  in  New  York.  Find  past  columns  at  www.forbes.com/hanke  or  use  your 
WOueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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Reviving 
Novartis 


Dan  Vasella  has  struggled  to  combine  two  staid  Swiss  drug  giants  and  energize 
them  with  a  dose  of  American-style  hustle.  His  efforts  are  about  to  pay  off. 


BY  ROBERT  LANGRETH 

AT  A  FRENETIC  FACTORY  OUT- 
side  the  village  of  Ring- 
askiddy,  Ireland,  workers  have 
spent  the  past  year  laboring 
in  12-hour  shifts  around  the 
clock,  seven  days  a  week,  turning  out  10 
tons  of  a  plain-looking  white  powder 
with  extraordinary  qualities. 

The  concoction  is  unusually  diffi- 
cult to  synthesize.  It  started  with  30 
tons  of  raw  materials  and  500  tons  of 
solvent.  The  process  requires  a  dozen 
separate  chemical  steps  and  usually 
would  take  more  than  two  years.  The 
factory  has  done  it  in  half  that  time  and 
is  about  to  start  the  next  huge  batch. 

There's  good  reason  to  rush:  The 
white  powder  is  an  experimental  drug 
called  Glivec,  and  it  may  be  the  most 
potent  weapon  ever  aimed  at  a  com- 
mon form  of  leukemia.  Novartis,  the 
$17  billion  (sales)  drugmaker  forged 


four  years  ago  in  the  merger  of  Sandoz 
and  Ciba-Geigy,  is  spending  $100  mil- 
lion on  this  10-ton  rush  job,  yielding 
enough  powder  to  treat  30,000  patients 
for  a  year. 

It  made  that  gamble,  brashly,  after 
seeing  astonishing  early  results  in  only 
3 1  patients.  Glivec  was  given  to  patients 
who  weren't  helped  by  existing  therapy 
or  couldn't  tolerate  it;  remarkably,  the 
new  drug  worked  in  all  of  them.  In  cur- 
rent trials  the  drug  is  going  to  people 
with  a  less  advanced  form  of  the  dis- 
ease, too.  Some  patients  may  be  cured. 

The  typical  drug  takes  five  years  or 
more  of  clinical  testing  to  win  regula- 
tory approval.  Novartis  hopes  to  apply 
for  approval  in  March,  barely  two  and  a 
half  years  after  trials  began.  It  would  be 
one  of  the  fastest  tracks  any  drug  has 
ever  taken.  "The  pace  this  has  gone  is 
nothing  short  of  spectacular,"  says  Ore- 
gon Health  Sciences  University  oncolo- 


gist Brian  Druker,  who  led  the  first  trial 
Such  blazing  speed  is  testimony  to 
the  big  changes  that  Chairman  and 
Chief  Executive  Daniel  Vasella  has  pui 
in  place  at  Novartis.  It's  about  time 
Novartis  began  life  in  late  1996  as  the 
second-largest  drugmaker  in  the  world 
The  $27  billion  deal  was,  at  the  time 
the  biggest  industrial  merger  in  history 
But  Novartis  has  been  a  slumbering 
laggard  since  then.  Today  it  ranks  a 
mediocre  seventh  in  sales  and  has  been 
growing  a  tepid  5.7%  a  year,  less  than 
half  the  rate  of  some  big  rivals.  Novartis 
is  valued  near  the  bottom  of  the  major 
drugmakers — 19%  less,  earnings  dollar 
for  earnings  dollar,  than  Merck,  65%! 
less  than  Pfizer. 

Vasella,  47,  knew  he  had  inherited  a 
merger  of  weakness,  as  most  deals  in 
the  drug  industry  are.  Drugmakers  typ- 
ically seek  combinations  when  their 
pipelines  fall  short  and  patents  on  their 
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existing  blockbusters  are  about  to  ex- 
pire. Sandoz  and  Ciba-Geigy  were 
plodding,  risk-averse  and  assiduously 
Swiss  firms  that  often  got  trounced  by 
faster,  fiercer  U.S.  rivals.  The  research 
pipeline  was  dry,  and  marketers  were 
slow  on  the  draw.  Neither  company  was 
strong  in  the  U.S.,  the  largest  and  freest 
drug  market  in  the  world. 

Merging  these  two  underachievers 
gave  Vasella  the  excuse  he  needed  to 
vastly  alter  the  business.  Working  qui- 
etly but  urgently,  he  has  injected  a  dis- 
tinctly American  style  of  capitalism 
into  the  company.  He  expanded  the 
bonus  pool,  created  a  stock-option  plan 
and  goaded  Swiss  unions  into  accepting 
performance-based  incentives  even  for 
entry-level  workers.  Vasella  also  re- 
placed complacent  managers  (15  of  the 
top  21  posts  turned  over)  and  cut 
12,500  jobs  in  two  years,  lifting  the  oper- 
ating profit  margin  five  points  to  24%. 

This  overhaul  has  been  more  diffi- 
cult than  he  had  ever  imagined,  but  the 
payoff  may  be  at  hand.  "It's  taken 
longer  than  I  thought,"  Vasella  says.  "I 
couldn't  change  the  attitude  and  spirit 
of  a  giant  company  in  a  year." 

Novartis  now  has  3,500  patients  try- 
ing Glivec.  It  is  testing  the  new  drug 
against  lung  cancer,  stomach-lining  tu- 
mors and  prostate  cancer,  as  well.  It  has 
ten  other  drugs  in  human  trials  involv- 
ing cancers  of  the  breast,  colon,  brain, 
ovaries  and  pancreas.  In  the  next  two 
years  Novartis  will  unleash  a  flood  of 
new  drugs  for  an  array  of  other  deadly 
or  debilitating  illnesses — asthma,  dia- 
betes, schizophrenia,  organ  failure, 
arthritis,  skin  disorders  and  eye  disease. 

It's  enough,  Vasella  vows,  to  pro- 
duce double-digit  growth  in  coming 
years.  "We  have  24  drugs  in  late  stages 
of  testing.  By  all  standards  it  is  an  extra- 
ordinarily high  number,"  he  intones. 
Adds  Nicholas  Franco,  a  Novartis  mar- 


keter: "Hang  on,  it's  going  to  be  a  fun 
ride.  You're  going  to  see  a  Novartis  you 
haven't  seen  before."  But  they  know  the 
pressure  is  on.  Says  Vasella:  "We  need 
the  launches  to  go  well.  Period!" 

Born  and  bred  in  Fribourg,  Switzer- 
land, Vasella  had  experience  with  med- 
icine all  too  early.  When  he  was  8,  he 
had  tuberculosis  and  spent  a  year  con- 
valescing in  an  Alpine  sanatorium. 
When  he  was  13  his  father  died  of  com- 
plications from  routine  surgery.  An 
older  sister  died  of  lymphoma,  and  his 
other  sister  died  in  a  car  crash.  Vasella 
grew  up  to  become  a  doctor,  taking  a 
hospital  post  in  Bern,  but  by  his  mid- 
30s  he  was  restless. 

In  1988  he  joined  Sandoz  by  lever- 
aging a  family  connection:  His  wife  was 
the  niece  of  Sandoz's  chairman  at  the 
time,  Marc  Moret.  Vasella  was  shipped 
off  to  New  Jersey  to  oversee  U.S.  sales  of 
a  niche  drug  called  Sandostatin,  for  pa- 
tients with  excess  growth  hormone.  His 
team  proved  new  uses  for  treating  can- 
cer side  effects,  and  sales  exploded  to 
$40  million  from  under  $1  million. 

"I  learned  everything  in  America. 
From  my  perspective  the  basic  tenets  of 
being  successful  are  in  line  with  the 
American  capitalist  style,"  Vasella  says. 
Europeans  have  a  "deep  ambivalence" 
about  capitalism,  he  says,  lamenting  a 
"vicious  cycle"  of  protectionism  and 
government  meddling. 

In  1992  he  took  a  job  at  Sandoz 
headquarters  in  Basel  and  by  1995  he 
was  running  the  pharmaceuticals  unit. 
When  the  Novartis  deal  closed  in  De- 
cember 1996,  Vasella,  then  43,  assumed 
the  top  job  as  Moret  retired.  Unkind 
whispers  said  his  marriage  got  him  the 
job.  Vasella  took  the  sniping  personally. 
"The  toughest  part  of  the  job  is  being 
so  exposed,"  he  says.  "Within  the  com- 
pany, you  are  alone." 

"People  say  he  got  there  only  be- 


Timid  bureaucrats  would 
have  killed  the  project 
if  Vasella  hadn't  intervened. 


\ 
i 

I 


cause  [of  family  ties],  but  he 
was  definitely  the  best.  There 
was  no  substitute  for  Dan," 
says  Max  Link,  the  Sandoz 
drug  chief  who  first  hired 
Vasella. 

Vasella's  first  contribution 
was  to  suggest  the  new  com- 
pany's name;  novae  artis  in 
Latin  means  "new  skills."  He 
would  need  every  skill  he 
could  find  to  make  it  work, 
for  both  sides  were  mired  in 
molasses.  At  Ciba-Geigy  deci- 
sions were  made  by  an  execu- 
tive committee  that  often  pro- 
duced tepid  compromises.  It 
didn't  introduce  its  block- 
buster arthritis  drug,  Voltaren, 
in  the  U.S.  until  a  decade  after 
its  debut  in  Europe. 

The  Sandoz  side  was  so 
stuffy  that  managers  worked 
all  day  with  their  office  doors 
shut.  "Everything  moved 
slowly,"  recalls  Novartis  Re- 
search Chief  Paul  Herrling. 
Sandoz  invented  a  new  class 
of  antinausea  drugs  in  the 
late  1980s,  but  competitors 
won  the  race  to  market  and 
snagged  most  of  the  sales. 

Above  all,  mediocrity  was 
tolerated.  Under  Vasella  the 
cushy  patriarchy  is  fading. 
"Dan  is  cheerful,  friendly — 
and  bloody  tough.  If  you 
don't  deliver,  you  may  want 
to  find  a  new  job,"  says  Luzi 
von  Bidder,  a  Ciba  veteran 
who  heads  the  eye-drug  unit. 

On  the  surface  Vasella  is 
unimposing  and  soft-voiced, 
a  gentleman  to  a  fault.  Un- 
derneath is  a  steely  resolve  to 
transform  Novartis  by  taking  risks 
speeding  up  the  machinery  and  re- 
warding those  who  deliver.  He  learned 
in  America  that  speed  and  risk  carry) 
the  day.  Months  before  regulators  had 
cleared  the  merger,  his  planners  already 
had  set  plant  closings,  consolidations 
and  job  cuts.  "He  already  knew  what 
was  going  to  take  place  and  wanted  to 
make  decisions  fast,"  one  Ciba  veteran 
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ays  of  his  first  impression  of  Vasella. 

Managers  worked  70-hour  weeks  to 
;et  it  done.  Vasella  was  often  up  at  1 
|.m.  or  later,  answering  e-mails.  Von 
bidder  recalls  suggesting  Vasella  should 
'•ase  up,  but  the  new  chief  cut  him  off: 
That's  totally  wrong.  I  need  to  increase 
he  pressure  more."  Vasella  also  knew 
Mien  to  back  off.  He  kept  a  Japanese 
actory  open  two  years  until  it  could  be 


sold,  rather  than  shutter  it  immediately 
and  fire  everyone. 

The  biggest  problem  was  the  dry 
pipeline.  Scientists  at  Sandoz  and  Ciba 
had  produced  plenty  of  good  ideas,  but 
the  companies  had  faltered  in  getting 
them  to  the  market.  They  conducted 
only  the  minimal  studies  needed  to  get 
a  drug  approved,  forgoing  additional 
trials  aimed  at  extending  claims. 


Other  than  Diovan  for  hyperten- 
sion, Novartis  didn't  have  any  hot  new 
drugs.  Its  only  two  hits — Sandimmune, 
or  cyclosporine,  for  organ  transplants 
(from  Sandoz),  and  Voltaren  for  arthri- 
tis (from  Ciba) — faced  patent  expira- 
tions starting  in  1997.  By  1998  Novar- 
tis' existing  line  was  so  old  that  over 
half  of  its  drug  sales  came  from  prod- 
ucts that  had  lost  patent  protection. 

But  Vasella  found  a  few  hidden 
gems  and  rescued  others  from  labora- 
tory oblivion.  One  of  the  most  exciting 
is  Glivec,  or  STI-571,  for  chronic  myel- 
ogenous leukemia  (see  box,  p.  94). 

Another  is  Zelmac,  due  later  this 
year.  It  could  catapult  past  the  billion- 
dollar  mark  by  aiding  millions  of  pa- 
tients with  indigestion,  constipation, 
stomach  pain  and  other  severe  symp- 
toms known  by  the  catchall  term  "irri- 
table bowel  syndrome"  (IBS).  Up  to 
15%  of  the  population  have  such  prob- 
lems, mainly  women.  It's  the  kind  of 
broad  category  that  makes  marketers 
salivate.  But  overly  cautious  bureau- 
crats would  have  killed  the  whole  proj- 
ect if  Vasella  hadn't  intervened. 

Sandoz  chemists  discovered  Zelmac 
serendipitously  in  the  late  1980s  while 
looking  for  chemicals  that  might  im- 
prove memory.  To  their  surprise  they 
found  a  chemical  that  traveled  to  the 
gut  and  helped  speed  digestion.  Initial 
human  tests  were  mixed  but  hinted  that 
the  drug  might  help  patients  with  IBS. 

The  marketers  were  gung-ho,  but 
some  on  the  clinical-testing  staff  balked 
at  large-scale  trials.  Researchers 
doubted  whether  the  syndrome  really 
existed  and  argued 
that  even  if  it  did,  it 
would  be  difficult  to 
prove  the  drug 
worked,  given  how 
subjective  the  symptoms  are. 

"People  were  starting  to  bury  it," 
Vasella  recalls.  In  his  hospital  days  he 
had  treated  many  patients  suffering 
from  the  problem.  He  ordered  the  tri- 
als to  move  forward,  a  $100  million  de- 
cision. Later,  he  promoted  a  new  trials 
chief,  Joerg  Reinhardt,  a  risk-taking 
sports  car  enthusiast  who  likes  to  zip 
down  the  autobahn  at  150mph. 


Novartis'  Dan 
Vasella  has 
stuffed  his  drug 
pipeline  to  fuel  a 
major  turnaround. 
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In  the  past  Novartis  marketers  have 
been  slow  out  of  the  starting  gate  when 
a  drug  was  approved;  not  anymore.  The 
company  is  sponsoring  dozens  of  "con- 
tinuing medical  education"  sessions  to 
brief  doctors  on  the  perils  of  IBS. 

Novartis  also  is  laying  plans  for  a 
massive  TV  campaign  for  Zelmac.  The 
sales  force  has  been  training  to  sell  Zel- 
mac for  months  and  will  be  ready  the 
day  it  wins  approval.  Because  Novartis' 


field  force  is  still  smaller  than  Pfizer's  or 
GlaxoSmithKline's,  the  company  has 
signed  on  Bristol-Myers  Squibb  to  co- 
market  Zelmac. 

Vasella  found  a  couple  of  other  hot 
prospects  in  Ciba-Geigy's  labs.  One  was 
Visudyne  (or  verteporfin),  the  first 
drug  treatment  for  severe  forms  of 
macular  degeneration,  the  leading 
cause  of  blindness.  Some  half-million 
patients  worldwide  are  diagnosed  each 


year  with  this  disorder,  in  which  lea 
blood  vessels  grow  across  the  center 
the  retina,  creating  scar  tissue.  T  k 
drug,  developed  with  QLT  Inc.,  contaj  erg: 
a  chemical  that  concentrates  in  the 
blood  vessels  and  closes  them  off  wh 
activated  by  a  laser.  On  sale  for  on 
part  of  the  past  year,  Visudyne  rack 
up  about  $100  million  in  sales  and  cou 
hit  $650  million  in  a  few  years. 

Xolair,  a  promising  entry,  is  one 


The  Race  for  a  Cure 


Chronic  myelogenous 
leukemia  (cml)  is  an  in- 
sidious cancer.  It  starts 
out  as  a  genetic  flaw  spurring 
overproduction  of  platelets 
and  white  blood  cells.  Early 
symptoms  are  surprisingly  few 
and  mild,  such  as  chills  and 
malaise.  But  over  four  to  six 
years  the  genetically  defective 
cells  slowly  accumulate  more 
mutations.  Eventually  the  pro- 
liferating malignant  cells  crowd 
out  good  cells  and  the  body 
can  no  longer  fight  infection. 
The  only  cure  for  CML, 


which  afflicts  25,000  adults 
in  the  U.S.,  is  a  bone  marrow 
transplant.  But  80%  of  pa- 
tients can't  find  a  suitable 
donor  or  are  too  old  to  risk  a 
transplant.  The  procedure 
costs  $150,000  and  kills  up  to 
25%  of  those  who  undergo  it. 
Drug  therapy  with  alpha-inter- 
feron  slows  the  disease,  but 
side  effects  are  so  severe  that 
many  can't  bear  it. 

Into  this  gloom  comes  No- 
vartis' Glivec,  the  first  leu- 
kemia drug  designed  to  attack 
the  molecular  machinery  that 


drives  the  disease.  The  drug 
emerged  from  a  Ciba-Geigy 
lab  in  Switzerland  after  a 
decade  of  research  into  vari- 
ous cancer-causing  genes. 
Researchers  weren't  focusing 
on  leukemia,  but  one  com- 
pound they  produced  could 
disable  the  defective  protein 
made  by  the  CML  gene. 

Novartis  began  a  human 
study  in  the  summer  of  1998, 
testing  Glivec  on  patients  with 
advanced  CML.  The  results 
were  spectacular:  In  all  31  pa- 
tients given  high  doses,  blood 
cell  counts  returned  to  normal 
after  only  a  few  weeks. 

That  left  Novartis  in  short 


supply  of  a  suddenly  hot 
compound.  It  usually  takes 
two  years  to  scale  up  produt 
tion  of  such  a  complex  mole 
cule.  But  with  patients  clam 
oring  for  the  drug,  Novartis 
Chief  Executive  Daniel 
Vasella  intervened.  He  told 
managers  to  ignore  costs  an 
get  it  done  fast.  Clinical  trials 
executives  met  with  factory 
managers  to  explain  the 
task's  urgency. 

Taking  a  huge  risk  as  addi 
tional  trials  ensued,  Novartis 
boosted  production  a  hun- 
dredfold, going  from  making 
merely  kilograms  in  a  compli 
cated  12-step  process  to  pro 


How  Glivec  Fights  Leukemia 


Chromosome  9 

Chromosome  22 


The  Bcr-Abl  gene  produces  a  vil- 
lainous protein.  The  protein  binds  with 
adenosine  triphosphate  (ATP),  a  source 
of  energy  used  by  cells,  stimulating 
massive  growth  in  white  blood  cells. 


Villainous  protein 


ATP 


1.  CML  is  associated 
with  the  Philadelphia  chro- 
mosome, the  product  of  an 
abnormal  transfer  of  ge- 
netic material  between 
chromosomes  9  and  22. 
This  transfer  produces  the 
aberrant  gene,  Bcr-Abl. 


Proliferation  sig 
from  villainous  p 


Bcr-Abl  gene 
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Cell  nucleus 


Us 


first  allergy 
ugs  to  attack  the 
Secular  causes  of 
4  ergies   and  al- 
r  g  y  -  i  n  d  u  c  e  d 

hma.    It    may  ■■■^^^■■H 

dw  some  sniffly  sufferers  to  replace  all 
\  drugs  they  now  take  with  a  few  injec- 
i  ns  a  year.  Developed  with  Genentech, 
lims  to  prevent  allergic  reactions  by 
)cking  immunoglobulin  E,  one  of  the 


"It's  going  to  be  a  fun  ride.  You're  going  to 
see  a  Novartis  you  haven't  seen  before." 


cing  metric  tons  at  its 
int  in  Ringaskiddy,  Ire- 
hd.  "If  it  didn't  work, 
f:'d  have  had  to  go  back 
jisquare  zero,"  says  An- 
|  ;as  Rummelt,  Novartis' 
Unufacturing  chief.  The 
|  mble  is  paying  off.  The 
1st  10-ton  batch  is  al- 
bst  done. 

j  In  one  trial  of  290  pa- 
nts who  were  given 
!  vec  for  at  least  six 
pnths,  56%  enjoyed  a 
I  werful  response:  The 
I  jg  destroyed  most  or  all 
I  the  marrow  cells  with 
t!3  defective  gene.  Says 
egory  Burke,  Novartis' 


cancer  trials  chief:  "The 
results  are  way  beyond 
anyone's  expectations." 
Novartis  plans  to  file  for 
Food  &  Drug  Administra- 
tion approval  in  March. 

What  could  go  wrong? 
Lethal  side  effects  might 
show  up  a  few  years  from 
now.  Or,  like  many  other 
cancer  treatments  that 
seemed  miraculous  when 
first  discovered,  this  one 
may  only  postpone  the  in- 
evitable. But  for  now, 
Glivec  looks  like  the  kind  of 
silver  bullet  that  scientists 
spend  their  whole  lives 
looking  for.  —  R.L 


>■  Glivec  targets  and  blocks 
e  binding  of  ATP  to  the  vil- 
nous  protein,  allowing  cells 
revert  to  normal  behavior. 


Glivec  blocks  ATP 


body's  defensive  weapons — but  one  that 
goes  into  overdrive  in  allergy  patients. 
Their  immune  systems  mistake  harm- 
less bits  of  food  or  pollen  for  dangerous 
invaders,  and  the  outpouring  of  IgE  trig- 
gers sneezing  and 
runny  noses  in  hay 
fever  and  congested 
airways  in  asthma. 

Vasella's  tough- 
est battle  was  to 
bring  the  marketing 
department  into  the 
21st  century.  U.S. 
drugmakers  have 
become  marketing 
machines,  fueled  by 
huge  TV  ad  budgets 
for  consumers  and 
armies  of  salesmen 
for  doctors.  Such 
tactics  haven't  come 
naturally  to  Euro- 
pean companies. 

Worse,  Novartis' 
U.S.  marketing  chief 
quit  for  a  better  op- 
portunity before  the 
merger  closed.  A 
Ciba  veteran  filled 
the  job  but  kept  in- 
furiating Sandoz  of- 
ficials by  always  sid- 
ing with  his  Ciba 
colleagues  and  had 
to  be  replaced  with 
yet  another  tempo  - 
rary head.  In  the  re- 
sulting chaos  the 
U.S.  sales  force — al- 
ready outmuscled  by 
larger  teams  at 
Merck,  Pfizer  and 
elsewhere— stum- 
bled. Its  quality 
ranking  among  pri- 
mary-care doctors 
slid  to  a  lowly  28th, 
according  to  Scott- 


Levin,  the  firm  that  did  the  survey. 

In  early  1999  Vasella  moved  to  make 
up  lost  ground,  luring  Paulo  Costa,  a 
star  at  Johnson  &  Johnson's  Janssen 
unit,  to  head  the  U.S.  unit.  Costa 
boosted  the  U.S.  sales  force  50%,  to 
4,600  from  3,100,  and  focused  on  the 
fastest-growing  drugs;  he  will  add  400 
more  reps  this  year.  While  most  merg- 
ers benefit  from  cutting  staff,  drug 
companies  hold  on  to  all  the  salesmen 
they  can,  because  they  are  the  infantry 
in  the  battie  for  market  share. 

To  lead  the  drug  unit  worldwide, 
Vasella  last  year  promoted  Thomas 
Ebeling,  who  made  his  mark  by  turning 
around  Novartis'  large  consumer-prod- 
ucts unit.  Unruly  marketing  chiefs  in 
some  countries  had  resisted  directives 
to  concentrate  their  efforts  on  key  new 
drugs.  Ebeling,  an  amateur  boxer, 
whipped  them  into  shape.  Yes,  they 
could  exercise  reasonable  discretion, 
but  if  they  didn't  focus  at  least  half  their 
budget  on  top-priority  drugs,  they 
would  be  replaced. 

"I  give  people  freedom  to  operate.  If 
they  make  the  numbers,  fine.  If  not,  I 
take  corrective  action,"  Ebeling  says. 

The  results  are  beginning  to  show. 
Novartis  suddenly  is  outmaneuvering 
heavyweights  like  Merck.  The  com- 
pany's Diovan  hypertension  drug  is 
catching  up  to  Merck's  Cozaar.  Diovan 
commands  33%  of  new  prescriptions 
in  its  class,  up  from  29%  a  year  ago,  says 
IMS  Health,  while  Cozaar's  share  has 
declined  to  38%  from  44%. 

Recently  Diovan's  marketers  added 
a  new  weapon:  a  massive  study  showing 
that  adding  the  drug  to  standard  med- 
ications reduces  complications  from 
heart  failure.  Merck  tried  to  show  a 
similar  claim  for  Cozaar  but  fell  short. 

Meanwhile,  in  just  a  few  months  on 
the  market,  Novartis'  Alzheimer's  drug, 
Exelon,  has  captured  27%  of  the  new 
prescriptions  in  a  market  dominated  by 
Pfizer's  Aricept.  Later  this  year  Novartis 
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plans  to  introduce  five  more  drugs  to 
complete  the  turnaround,  including 
Glivec,  Zelmac,  Xolair,  Starlix  for  dia- 
betes, and  Zometa  for  cancer  patients. 

When  Novartis  began  business,  a 
pitiful  7%  of  sales  came  from  drugs  on 
the  market  five  years  or  less,  compared 
with  25%  or  more  for  its  top  rivals. 
Vasella  says  the  new-drug  contribution 
could  surpass  20%  by  year-end. 

But  is  it  enough?  The  deluge  of 
launches  will  strain  Novartis'  U.S.  sales 
force.  The  company  has  been  out- 
classed by  far  bigger  drug  deals — 
Pfizer's  recent  $116  billion  takeover  of 
Warner-Lambert,  Glaxo  Wellcome's 
just-completed  $75  billion  nuptials 
with  SmithKline  Beecham.  And  while 


U.S.  rivals  reap  60%  or  more  of  their 
drug  sales  in  the  lucrative  U.S.  market, 
Novartis  gets  only  37%  here.  Most 
overseas  markets  have  price  controls. 

One  possible  solution:'  another 
merger.  Conventional  wisdom  is  that 
the  industry  will  consolidate  into  five  or 
six  megacompanies,  starting  with 
Merck,  Pfizer  and  GlaxoSmithKline. 
That  leaves  just  two  or  three  slots  for 
ten  second-stringers,  including  Novar- 
tis, Bristol-Myers,  American  Home 
Products,  AstraZeneca  and  Pharmacia. 
Bristol-Myers  (its  new  Zelmac  partner) 
is  one  candidate,  with  a  market  cap 
20%  above  Novartis'. 

Vasella  himself  hints  a  megadeal 
may  lie  in  his  future.  In  1999  Novartis 


BY 


bid  for  Monsanto  but  lost  out  to  Ph 
macia;  it  also  sent  out  feelers  to  AHP I 
was  rebuffed.  Since  then  Novartis  is1 
joined  the  Big  Board,  which  coi 
make  it  easier  to  get  a  U.S.  deal  done 

"Consolidation  in  this  industry  is 
over.  If  you  want  to  remain  a  top  pla) 
you  have  to  be  ready  to  partner," 
says,  admitting  he  can't  catch  Merck 
Pfizer  otherwise.  "Time  will  provide 
with  appropriate  opportunities." 

But  before  Vasella  can  land  a  U 
partner  to  turbocharge  Novartis, 
must  prove  that  his  promising  pipeli 
can  deliver  a  stream  of  hits  and  that  t 
rest  of  the  company  can  build  on  the 

And  he'd  better  do  it  soon.  T 
consolidation  wave  is  moving  fast. 


Gene  Machine 

Drug  researchers  have  been 
swamped  by  the  data  coming  from 
the  mapping  of  the  human 
genome.  Only  a  tiny  fraction  of  the 
50,000  or  so  genes  and  more  than  I  mil- 
lion proteins  will  ever  lead  to  drugs— but 
no  one  knows  which  ones. 

Novartis'  solution  is  a  $250  million, 
ten-year  commitment  to  its  own  non- 
profit research  center  in  San  Diego.  Led 
by  biotech  pioneer  Peter  Schultz  (right), 
Novartis'  Genomics  Institute  aims  to  do 
for  gene  research  what  Henry  Ford  did 
for  cars.  Until  now,  biologists  have  stud- 
ied one  gene  at  a  time.  This  institute  will 
probe  thousands  of  genes  at  once,  with 
a  huge  array  of  automated  equipment 
pinpointing  the  key  genes  involved  in 
cancer,  heart  disease,  diabetes  and 
other  maladies. 

One  gadget  under  construction  is  a 
superfast  compound-screening  robot 
that  can  test  500,000  chemical  sam- 
ples a  day.  Schultz  even  hired  an  engi- 
neer from  GM's  Saturn  division  to  make 
things  run  smoothly. 

The  institute  could  yield  a  cornu- 
copia of  leads  for  Novartis,  which  gets 
rights  to  drugs  based  on  the  institute's 
discoveries.  "This  is  going  to  be  a  lethal 
weapon  for  Novartis,"  says  Schultz.  At 
the  very  least,  it  could  hold  the  potential 
for  some  nice  tax  deductions.      —  R.L. 
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Trouble 
In  Toyland 

Selling  toys  linked  to  blockbuster 

flicks  used  to  be  a  snap.  Not  anymore.  Plush 

Hunchback, anyone? 
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BY  MARK  LACTER 
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Misfit  toys:  Many  movie  action  figures 
and  plush  dolls  are  tough  to  sell. 


ATTEL'S  RELATIONSHI 
with  Walt  Disney  goe 
back  half  a  century  U  t 
when  it  first  sponsors  i; 
television's  The  Micke 
Mouse  Club.  Back  then  it  was  easy  to  se 
Burp  Guns  and  Uke-A-Doodles  alonj 
with  the  Mouseketeers'  toothy  smile; 
Not  much  competition,  after  all.  Toda) 
selling  Disney  creations  is  tougher  wit 
the  toy  glut  coming  out  of  Hollywood 
So  Mattel  kissed  off  the  Magic  King 
dom's  movie  properties  last  year. 

Disney  glossed  over  the  snub  b 
quickly  signing  on  with  Mattel's  riva  s 
Hasbro.  But  Mattel's  decision — made  asF 
revenue  in  the  boys'  entertainment  di 
vision  fell  6%  to  $258  million  in  th< 
Sept.  30  quarter — underscores  how  skit-f  $ 
tish  toymakers  are  becoming  aboui 
movie  licensing  deals.  Suddenly  they  an 
taking  a  pass  unless  there's  a  long-ternj 
franchise  opportunity  through  sequels 
TV  shows  or  computer  games  thai 
would  ensure  a  longer  selling  season 
"We  see  the  increasing  importance  ol 
brands  as  opposed  to  one-hit  won 
ders,"  says  Matthew  Bousquette 
president  of  Mattel's  Boys/Entertain 
ment  division. 

Mattel  kept  Disney's  nonmovie  li 
censes  that  make  money:  old-time 
characters  such  as  Mickey  Mouse 
But  its  split  with  Disney's 
movie   division  was 
cheered.  Gerard  Klauer 
Mattison   analyst  Melissa 
Williams  boosted  the  toy 
maker's  projected  earn 
ings  per  share  in  2001 
to  90  cents  from  65 
cents  the  year  be 
fore.  No  such  gooc 
news  at  Disney, 
where  operating 
income  for  its 
consumer  prod 
ucts  division  (70% 
of  which  comes 
from  licensing) 
sank  20%  last  year 
to  $454  million. 
Toys  and  games  linked  to  en- 


i 
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tainment  aren't  the  hot  properties  they  once  were.  Indus- 
wide,  those  sales  were  5%  lower  in  2000  than  in  1997,  says 
e  Licensing  Letter.  The  biggest  problem  seems  to  be  com- 
;tition  from  the  small  screen.  A  glut  of  action  figures  and 
i  imes  tied  to  year-round  TV  properties — such  as  the  World 
Wrestling  Federation  and  Pokemon,  the  perplexingly  suc- 
ssful  Japanese  animation  series — are  crowding  shelves.  It's 
ird  for  the  movie  companies  to  compete  when  their  flicks 
;ime  and  go  so  quickly. 

It's  also  hard  to  blame  everyone  for 
:coming  greedy  in  the  first  place.  After 
e  enormous  merchandising  success  of 
isney's  The  Lion  King  and  Aladdin  in 
e  early  1990s,  studios  and  toymakers 
sumed  kids  would  snap  up  every  doll- 
ze  movie  hero  they  offered.  Then  came 
he  Hunchback  of  Notre  Dame  in  1996,  a 
lossal  merchandising  dud,  and  after 
at  Godzilla,  when  toymakers  were  hurt 
Sony's  decision  to  keep  the  monster 
f  shelves  until  the  movie  was  released. 

The  licensing  flops  illustrate  the  risk 
id  cost  of  taking  on  a  movie  license, 
lich  include  royalty  fees  for  the  studio 
high  as  20%  of  anticipated  revenues, 
aere  is  also  a  hefty  minimum  guaran- 
ne  based  on  revenue  projections  for  a 
irticular  toy  or  game.  For  a  product 
pected  to  pull  in  $10  million  in  sales,  a 
ymaker  would  guarantee  a  studio  up 
$2  million.  If  sales  fall  short,  there 
e  additional  costs  for  inventory  and 
arkdowns. 

Star  Wars:  Episode  I  The  Phantom 
enace  was  a  merchandising  flop  for 
asbro  in  1999.  The  toy  company — 
lich  agreed  to  pay  a  $450  million  ad- 
ince  for  the  three  Star  Wars  sequels — at 
st  sold  more  than  $500  million  worth 
toys  and  games  linked  to  the  epic.  But 
ere  was  a  ton  of  stuff  left  on  the  mar- 
t  as  interest  in  Star  Wars  action  figures 
aickly  faded.  All  told,  $150  million 
rth  of  merchandise  remains  unsold, 
a  Toys  "R"  Us  store  in  Santa  Monica, 
alif.,  stacks  of  Star  Wars  action  figures 
ar  a  storeroom  are  offered  at  just  $2,  a 
r  cry  from  the  $13  list. 

The  short-lived  appeal  of  Star  Wars 
ooked  most  toymakers.  Mattel  took  a 
iss  on  Dr.  Seuss'  How  the  Grinch  Stole 
hristmas  because  of  its  seasonal  theme: 
ys  wouldn't  sell  after  Dec.  25,  it  fig- 


ured. When  they  do  strike  deals,  licensees  are  lowering  mini- 
mum guarantees.  They  are  also  trying  to  limit  the  amount  of 
merchandise  hitting  stores.  That  will  be  tested  later  this  year 
when  Warner  Bros,  and  Mattel  hope  to  drum  up  interest  in 
Harry  Potter  trivia  games  and  plush  dolls  as  part  of  the 
movie's  release. 

It  would  be  nice  for  everyone  if  they  limited  other 
Harry  Potter  stuff,  too.  Like  gift  wrap,  toothbrushes  and 
bandages.  F 


Getting  Milked 

Beauty  companies'  latest  gimmick:  taking 
that  white  stuff  from  the  fridge  to  the  bath. 


BY  ASHLEA  EBELING 

THEY  SAY  CLEOPATRA  LOVED  A 
good  milk  bath.  So,  too,  Roman 
Empress  Poppaea,  Nero's  second 
wife.  It  is  a  little  surprising,  then,  that 
it  took  so  many  shrewd  beauty  com- 
panies so  long  to  push  the  lowly  dairy 
staple.  But  milk  is  being 
hyped  as  a  key  ingredient 
in  some  new  fast-selling 
skin  and  bath  products 
from  Caswell-Massey, 
Avon,  Almay  and  other 
companies. 

Sometimes  it's  pretty 
much  the  only  ingredient. 
One  of  E.  Harcourt's 
milk-based  products  con- 
tains 99.9%  powdered 
milk  and  0.1%  baking 
soda.  A  one-pint  con- 
tainer, which  comes  in  a 
quaint  milk  bottle,  costs 
$16.  That's  eight  times  the  price  of 
Carnation  dry  milk  and  a  pinch  of 
baking  soda. 

Others  are  using  milk  for  the 
name.  Hydrolyzed  milk  protein  is  the 
thirteenth  ingredient  in  Avon's  Milk 
Made  hand  and  body  lotion.  Or  take 
Burt's  Bees'  Baby  Bee  Buttermilk  Bath 
Soak.  It's  mostly  milk,  but  there  is  less 
than  10%  whole  dry  buttermilk  in  its 
$15  glass  milk-bottle  package.  "We 
used  buttermilk  mostly  so  we  could 


use  the  word  'buttermilk'  on  the  pack- 
age," admits  Roxanne  Quimby,  com- 
pany cofounder.  Caswell-Massey's 
foaming  milk  bath  contains  whole 
milk — along  with  18  other  ingredi- 
ents, including  cocamidopropyl  be- 
taine  and  cucumber. 


Soak,  don't  drink:  Beauty  companies  are  packaging  milk 
as  a  pricey  skin  conditioner. 

Utter  quackery?  Not  quite.  Milk 
really  does  condition  skin.  The  lactic 
acid  in  it  supposedly  helps  dissolve 
dead  skin  cells  and  aids  cellular  regen- 
eration. Our  recipe:  Dump  Va  cup  of 
whole  milk  in  your  tub  along  with  Va 
cup  of  honey.  Add  water  and  soak — 
without  getting  soaked.  Just  be  sure  to 
rinse  off  well.  Otherwise,  cautions 
Audra  Senkus  lemma,  cofounder  of  a 
Manhattan  spa  called  Haven,  "it  can 
sour,  and  you'll  stink."  F 
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Lending  leadership 
for  business  leadership 


"Good  rates  can  make  you  competitive,  but  to  be  a  leader  for 
over  90  years  you 've  got  to  have  specialized  knowledge  and 
experience.  We  give  our  customers  more  than  a  good  deal, 

we  provide  the  means  to  succeed. "  Albert  R.  Gamper  Jr.,  CEO,  The  CIT  Group,  In 
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Over  90  years  of  lending  experience. 

The  world's  largest  publicly  held 
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Over  $50  billion  in  managed  assets. 
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commercial  and  consumer  finance. 

A  new  and  higher  level  of  scale 
and  strength  to  meet  the  challenges 
of  the  next  century. 

Join  us  online  at  www.cit.com 


Today's  business  leaders  put 

their  trust  in  today's  financing  leader. 
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SOME  RESERVATIONS 


John  Davis  bets  early  and  big.  He  flopped  with  a  little  outfit 
called  l-800-Flowers.  Will  he  succeed  in  revolutionizing 
Web-based  booking  systems  for  hotel  rooms? 


BY  LYNN  COOK 

JOHN  DAVIS  IS  A  CONSUMMATE 
squatter.  Long  before  he  could 
figure  out  what  to  do  with 
them,  he  bought  fistfuls  of  1- 
800  numbers  in  the  late 
1970s,  just  as  thousands  would  sit  on 
Web  domain  names  years  later.  He 
wrested  1-800-Flowers  from  a  Wiscon- 
sin trucking  firm  for  $400,000  and, 
with  a  partner,  raised  $15  million  to 
build  the  first  national  flower- delivery 
chain — only  to  run  it  into  the  dirt. 
They  were  relieved  to  be  bought  out  in 
1984,  keeping  15%  (which  turned  into 
undisclosed  millions  when  the  com- 
pany went  public  in  1999).  "We  mis- 
judged our  competition,"  says  Davis, 
48.  "And  we  tried  to  grow  way  too  fast." 

Could  he  be  making  the  same  mis- 
take twice?  After  spending  five  years  de- 
veloping call  centers  for  various  indus- 
tries, Davis  took  the  helm  of 
Dallas-based  Pegasus  Solutions,  which 
provides  electronic  reservations  ser- 
vices to  the  hotel  industry.  Among 
them:  switches  to  allow  a  system  like 
Sabre  or  Galileo — used  by  travel  agents 
to  compare  and  book  airline  flights, 
hotel  rooms  and  rental 
cars — to  communicate  with 
hotels'  proprietary  systems; 
a  commission-check  clear- 
inghouse for  hotels  and 
travel  agents;  and,  with  the 
advent  of  the  Internet,  soft- 
ware to  let  consumers  book 
their  own  reservations  on- 


line. And  a  tidy  business  it  was,  growing 
at  25%  a  year  or  better. 

But  last  April  Davis  decided  to  take 
a  great  leap  forward.  He  spent  $200 
million — $135  million  in  cash  and  $65 
million  in  stock — to  acquire  Resolu- 
tions, a  privately  held,  London-based 
travel  company  five  times  Pegasus'  size. 
The  idea  was  to  propel  Pegasus  beyond 
the  North  American  market  it  domi- 
nated through  Resolutions'  network  of 
6,400  independent  hotels  around  the 
world.  It  also  picked  up  some  valuable 
assets,  like  the  central  reservation  soft- 
ware used  by  80  international  hotel 
brands,  including  Hilton,  that  lets  a  re- 
ceptionist at  one  property  check  the 
pricing  and  availability  of  other  hotels 
in  the  chain.  The  system,  in  effect,  could 
allow  Pegasus  to  cut  a  Sabre  or  Galileo 
out  of  a  transaction,  with  its  $2.50  fee, 
in  favor  of  Pegasus,  which  charges  $2  to 
connect  to  a  hotel's  central  reservation 
system.  Pegasus  already  controls  70%  of 
all  electronic  reservations  from  both 
the  Web  and  travel  agents. 

Not  so  fast.  Rez,  it  turned  out,  was  a 
poorly  managed  hodgepodge.  The 
group  marketing  independent  hotels 


PEGASUS  CONTROLS  70% 
OF ALL  ELECTRONIC 
RESERVATIONS  FROM  THE 
WEB  AND  TRAVEL  AGENTS. 
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had  no  idea  what  the  Web-based  cen- 
tral reservations  systems  for  the  likes  of 
Hilton  or  Fairmont  were  up  to.  The 
marketing  subsidiary,  Utell,  was  posi- 
tively obese:  2,000  people  in  39  offices 
across  25  countries,  managing  only 
6,400  accounts — and  miserably  at  that, 
nly  20%  of  Utell's  revenues  come 
om  memberships;  the  rest  from  7% 
arketing  fees  when  a  room  is  actually 
ooked.  The  sales  force  was  hell-bent 


on  adding  members,  not  filling  rooms. 

Things  got  worse  as  the  euro  sank 
against  the  dollar  last  year — and  not 
just  because  48%  of  Pegasus'  revenues 
were  now  coming  from  across  the 
pond.  As  more  Americans  made  their 
way  overseas,  taking  advantage  of  the 
favorable  exchange  rates,  independent 
hotels  were  opting  to  book  rooms 
themselves;  they  had  no  trouble  filling 
them  since  demand  was  so  high.  Why 


Software 
schemes: 
Davis  wants 
to  cut  Sabre 
and  Galileo  out 
of  the  money. 


should  they  pay  7%  to  Pegasus? 

In  December  Davis  revised  his 
numbers  downward.  Earnings  per 
share  in  the  fourth  quarter  would  come 
in  at  9  cents,  down  from  an  anticipated 
19  cents.  For  the  full  year,  the  company 
was  expected  to  lose  $3.4  million  on 
$163  million.  Year  2001  revenues  are 
supposed  to  come  in  at  $220  million. 

From  a  high  last  January  of  $40, 
Pegasus  shares  were  knocked  down  to  a 
recent  $7  or  so.  Davis 
vows  to  do  better.  He's 
already  let  go  five  of 
the  eight  top  executives 
at  Rez  and  100  of 
Utell's  employees.  He's 
also  rewriting  the  membership  rules  for 
independent  hotels.  Each  one  now  has 
to  guarantee  a  certain  percentage  of 
available  rooms  each  day  to  Pegasus  so 
the  company  can  book  the  rooms  at 
full  price  and  collect  the  7%  fee.  Hotels 
that  don't  want  to  play  can  find  another 
way  to  market  themselves. 

Davis  defends  the  acquisition,  prob- 
lems and  all.  How  else  to  grow?  In  North 
America  Pegasus  already  had  contracts 
with  38  of  the  40  top  hotel  chains,  nine 
of  the  top  ten  travel  agencies  and  more 
than  150  travel  Web  sites  before  buying 
Rez.  Somehow,  though,  the  company 
managed  to  sign  up  10,670  new  cus- 
tomers, including  Red  Roof  Inns  and 
Four  Seasons,  just  for  his  commission- 
check  processing  service  last  year. 

Still,  the  London  company's  soft- 
ware offers  him  new  opportunities.  The 
central  reservation  system  uses  a  Web- 
based  browser  that  Davis  thinks  can  be 
applied  to  property  management  as 
well.  In  what  he  calls  "the  final  fron- 
tier," Pegasus  could  be  the  first  com- 
pany to  use  a  browser  to  book  and  co- 
ordinate billing  activities  for  hotel 
rooms.  Today,  hotels  pay  upwards  of 
$100,000  to  license  management  soft- 
ware for  their  properties  and  then 
spend  thousands  more  on  updating 
computer  terminals  and  training  staff 
to  use  the  equipment.  Davis  is  betting 
chains  will  jump  at  the  chance  to  out- 
source these  services  for  a  flat  fee  of  75 
cents  per  occupied  room  per  day.  F 
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Mark  Floyd  is  riding 
DSL  just  as  everyone  is 
losing  enthusiasm 
about  the  technology. 
Does  he  know 
something  we  don't? 

BY  DANIEL  FISHER 

■  NVESTORS  HAVEN'T  BEEN 
Bvery  happy  with  Efficient 
I  Networks  lately.  From  a  high 
of  $186  last  March,  shares  of  the 
Dallas  telecom  equipment 
maker  are  down  to  a  recent  $10. 

There  is  some  justification 
for  this.  Efficient  makes  mo- 
dems used  to  transmit  digital 
subscriber-line  signals  over  copper  tele- 
phone wires,  and  the  DSL  market  isn't 
looking  too  good  these  days.  Covad 
Communications,  which  buys  lots  of 
Efficient  modems,  is  in  bad  financial 
shape  and  has  laid  off  400  workers;  sev- 
eral smaller  DSL  providers  have  gone 
under.  Even  mighty  SBC  Communica- 
tions, Efficient's  largest  customer,  seems 
to  be  losing  some  of  its  enthusiasm 
about  the  high-speed  Internet  service. 


Where  SBC  executives  once  vowed  to 
roll  out  DSL  as  fast  as  they  could  buy 
equipment,  they  now  talk  about  taking 
a  "measured  approach." 

All  this  gloom  perplexes  Mark 
Floyd,  Efficient's  founder  and  chair- 
man. After  all,  SBC  is  still  installing 
4,000  DSL  connections  a  day  and  is  on 
track  to  have  2  million  DSL  customers 
by  the  end  of  the  year,  up  from  zero  in 
1999.  "Once  you  start  deploying  DSL, 
there  are  surges  and  hiccups  you  need 


to  get  over,"  concedes  Floyd,  still  smart- 
ing after  missing  sales  projections  in 
January,  when  two  big  orders  failed  to 
close.  But  there  is  reason  for  optimism. 

First,  there  are  50  million  U.S. 
homes  linked  to  the  Internet  today,  and 
48  million  of  them  have  slow  dial-up 
modems.  Unless  SBC  and  other  phone 
companies  keep  rolling  out  DSL,  Floyd 
says,  they  will  lose  many  of  their  most 
lucrative  customers  to  cable  modems. 


The  only  other  serious  alternative, 
fiber-optic  links  to  the  home,  won't  be 
economically  viable  for  years. 

And  if  the  phone  companies  keep 
pushing  DSL,  Efficient  should  sell  mil- 
lions of  modems.  With  28%  of  the 
worldwide  market  for  DSL  customer- 
premises  equipment — primarily  mo- 
dems and  routers — Efficient  leads  gi- 
ants such  as  Alcatel,  Cisco  Systems  and 
Lucent  in  this  area.  Modems  aren't  a 
high  priority  for  those  bigger  compa- 


nies, but  they're  huge  for  Efficient.  An 
alyst  Syed  Haider  with  Frost  Securitie: 
in  Dallas  predicts  Efficient's  sales  wil 
more  than  double  to  $546  million  ir 
the  fiscal  year  ending  June  30.  The  com- 
pany is  losing  money  now  but  suppos- 
edly will  be  in  the  black  by  then. 

Efficient  is  primed  to  weather  almos' 
any  downturn.  It  has  almost  $500  mil- 
lion in  the  bank,  thanks  to  a  perfectl) 
timed — or  lucky — offering  of  5%  con- 

EFFICIENT  LEADS  ALCAT! 

vertible  notes  in  January  2000.  (Floyd 
showed  pretty  good  timing  himself,  un- 
loading 450,000  shares  last  year  in  Feb- 
ruary and  July,  reaping  $29  million  more 
than  he  would  have  if  he  sold  today.) 

And  Floyd,  45,  a  veteran  runner  who 
has  competed  in  28  marathons,  has 
proved  his  ability  to  maneuver  out  ol 
tough  spots  before.  His  career  was  forged 
in  failure  at  Texas  Instruments,  where  he 
went  to  work  in  1978  after  earning  a  fi- 
nance degree  from  the  University  of 


WITH  28%  OF  THE  MARKET  FOR  DSL  EQUIPMENT, 
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When  a  Whisky  Man  Says 

"TASTES  Like 

WOOD," 

HE  MEANS  it  as  a 

COMPLIMENT. 


'  m 


f  ■  i  \  I 


Great  whisky  is  rooted  in  the  trees. 
ThatVwhy  our  1 8-Year  Ancient 


Reserve  combines  an  oak-matured 


single-malt  with  one  that's  been 
matured  in  an  Oloroso  sherry  cask. 
The  resulting  whisky  combines 
undertones  of  oak  and  honey  with 
vanillas  and  fruit  hints,  providing 
a  very  long,  lovely  finish. 


A. 


Glenfiddich 


Gleimddich 

Single  Malt 

SCOTCH  WHISKY 


FAMILY    OWNED    AND    DOMINATED    SINCE    18  8  7 

43%  ALC.BV  VOL.  IMPORTED  BY  WILLIAM  GRANT  I  SONS  NEW  VORK,  NV.  OUR  FAMILY  REMINDS  YOU,  ENJOY  THIS  WHISKY  RESPONSIBLY. 


1 


Introducing  the  e-marketplace  alliance:  IBM,  i2  and  Ariba.  Three 


est  names  in  e-business  working  together  to  help  make  your  business 
i  efficiently  —  whether  you  buy  or  sell  ships,  sleds  or  seafood.  It's  b2b*3. 


www.ibm-i2-ariba.com  or  call  877  426  2676;  priority  code:  emarketl 


Just  the  facts, 
ma'am:  Police 
in  Montgomery 
County  are 
documenting 
traffic  stops 
electronically. 


The  latest  from  the  politically  correct  front:  a  new  wireless  device 
that  helps  cops  defend  themselves  against  charges  of  racism. 


BY  CHANDRANI  GHOSH 

■  N  APRIL  ROBERT  MICHELS  WAS  SIT- 
I  ting  at  the  Rockville,  Md.  office  of  the 
I  Montgomery  County  Police  Depart- 
ment trying  to  sell  a  wireless  applica- 
tion that  lets  officers  record  informa- 
tion about  evidence  seized  during 
investigations.  But  the  cops  wanted  to 
talk  about  a  bigger  problem  on  their 
hands — racial  profiling.  For  three  years 
the  Justice  Department  had  been  in- 
vestigating the  county  police  for 
pulling  over  a  disproportionate  num- 
ber of  African-Americans  at  traffic 
stops.  At  this  point  they  had  agreed  to 
collect  data  about  each  stop.  But  how 
to  avoid  the  cascading  paperwork? 

Three  weeks  later  Michels  was  back 
with  a  new  wireless  application.  He'd 
worked  round  the  clock  with  his  three 
programmers  and  two  part-timers  to 
produce  TrafficStop,  software  to  load 


into  a  handheld  computer  for  police 
work.  With  it  officers  simply  tapped  the 
appropriate  boxes  on  their  minicom- 
puter screens  to  capture  27  bits  of  es- 
sential information — age,  race,  gender 
and  location  among  them — for  every 
incident.  At  the  end  of  each  day  they 
downloaded  their  customized  hand- 
helds  (manufactured  by  Compaq)  into 
the  department's  central  database. 

An  instant  hit.  The  county  police  de- 
partment bought  1,200  Compaq  units 
loaded  with  Michels'  software  for 
$380,000.  "It's  working  very,  very  well," 
says  David  Linn,  the  department's  direc- 
tor of  technology.  "TrafficStop  will  pay 
for  itself  within  a  year."  Two  other 
Maryland-based  police  departments — 
Gaithersburg  and  District  Heights — 
have  signed  up  for  S300  to  $750  a  pop, 
and  18  others  are  in  negotiation.  "We've 
been  inundated  with  calls,"  says  Michels. 


Not  surprising,  since  ten  state 
have  passed  laws  to  track  racij 
profiling,  and  others  are  lookin 
into  similar  legislation.  Traffic 
Stop  apparently  passes  the  sni 
test:  Both  the  National  Associa 
tion  for  the  Advancement  of  Co 
ored  People,  which  filed  the  corr 
plaint  against  the  Montgomer 
County  police,  and  the  Justic 
Department  have  given  unoffici; 
approval  to  the  software. 

A  27-year  veteran  of  the  soft 
ware  industry,  Michels  starte 
Reston,  Va. -based  Mobile  Com 
merce  8c  Computing  last  Ma 
with  $200,000  from  his  saving: 
After  some  research  he  settled  oi 
wireless  applications  within  la\ 
enforcement,  which  relies  oi 
mobile  technology  and  is  desper 
ate  to  streamline  its  increasing! 
complex  reporting  requirement 
The  company  lost  $150,000  oi 
revenues  of  $560,000  last  year. 

TrafficStop,  Michels  figure 
will  be  a  good  platform  fron 
which  to  sell  other  software.  Ii 
fact,  he's  developed  15  applica 
tions  relating  to  different  aspect 
of  law  enforcement.  Crime 
Track,  for  example,  allows  an  of 
ficer  to  get  an  instant  survey  o 
crime  stats  by  district.  With  CodeCen 
tral  you  can  access  the  text  of  state  anc 
municipal  criminal  and  traffic  laws. 

Two  foreseeable  problems.  Whil 
Michels  has  no  direct  competition  yet 
Owings  Mills,  Md. -based  Aether  Sy 
terns,  a  wireless  software  giant,  is  in  th 
process  of  developing  a  similar  applica 
tion.  Then  there's  the  challenge  of  cus- 
tomizing software  to  suit  the  country': 
37,000  law-enforcement  agencies 
Michels  is  hopeful  that  police  station: 
in  some  counties  will  be  willing  to  stan- 
dardize formats  so  they  can  negotiate  £ 
better  price.  Prince  George's  County,  ir. 
Maryland,  is  working  on  such  a  plan. 

Meantime,  to  drum  up  new  busi- 
ness, Michels  is  offering  to  lease  hand- 
held computers  at  an  average  $45  s 
month.  Cheap  enough,  apparently,  tc 
have  attracted  the  interest  of  the  U.Sj 
National  Park  Service.  F 
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The  talent  pool  is  deep  if  you  know  where  to  look.    A  company  is  only  as  good  as  its  people,  and  finding 
great  people  has  never  been  more  difficult.  Randstad  can  help.  We  know  and  represent  the  most  talented  people 
and  match  them  to  the  best  opportunities — full-time,  part-time,  anytime.  And  since  we  have  over  500  offices  in  the 
U.S.,  we  can  provide  exactly  the  talent  you  need.  Randstad  is  a  more  enlightened  approach  to  finding  great  people. 
Call1-877-922-2468  orvisitwww.us.randstad.com.  "If-"  TSndStSCT 

professional    •    technical    •    office    •    creative    •    industrial       A  brighter  way  to  find  better  people." 


©  2001  Randstad  North  America 


SODA  JERK 

He  made  a  splash  with  Jolt  Cola— 
and  now  with  alcohol-laced  spring 
water.  But  C.J.  Rapp  may  never  be 
more  than  a  bit  player  in  the 
beverage  business. 


BY  KIRI  BLAKELEY 

GIVE  HIM  THIS:  CARL  JOSEPH  (C.J.) 
Rapp  has  a  feel  for  cultural  mood 
swings.  Back  in  1986  he  caught 
the  attention  of  sleep-deprived  college 
kids  and  hyperthyroid  Wall  Streeters 
with  supercaffeinated  Jolt  Cola.  Ten 
years  later  Rapp,  chief  executive  of  Wet 
Planet  Beverages  in  Rochester,  N.Y.,  was 
in  the  news  again  for  rolling  out  XTC 
(get  it?),  an  energy  drink  for  club-hop- 
pers— loaded  with  the  caffeine-rich 
guarana  berry — that  shares  the  name 
of  a  recreational  drug. 

But  it's  tough  to  build  a  brand  on 
fad  products  alone.  After  $1  million  in 
1986  revenues,  Jolt  sales  fizzled  44%  the 
next  year  as  publicity  faded  and  big  cola 
bottlers  didn't  carry  the  product. 
Today,  its  infinitesimal  U.S.  market 
share  (less  than  0.1%)  is  probably  sus- 
tained only  by  its  cult  status  among 
computer  jocks.  Still,  Jolt  has  fared  far 
better  than  Wet  Planet's  other  labels,  in- 
cluding XTC,  a  line  of  tea  and  fruit 
drinks  for  golfers  called  First  Tee,  and 
Blii  Botol,  a  bottled  water.  "If  there's  a 
lesson  to  be  learned,  it's  that  a  good 
idea  by  itself  is  not  the  single  determi- 
nant to  success,"  sighs  Rapp,  40,  the  son 
of  a  soda  bottler. 

That  lesson  hasn't  kept  him  from 
further  experimentation.  His  latest  at- 
tempt :  an  alcohol-spiked  spring  water 
called  DNA.  A  12-oz.  clear  bottle  of  the 
peach-flavored  beverage  doesn't  taste 
like  booze,  but  it  does  contain  5%  alco- 
hol by  volume — slightly  more  than 
most  beer.  Radio  and  print  ads  pitch 
DNA  as  "pure  water  that's  lost  its  inno- 
cence." Rapp  suggests  it  has  something 
else  going  for  it:  "What  better  way  to 
minimize  your  hangover  than  to  have 
alcohol  mixed  with  spring  water?" 


Rapp  started  selling  DNA  in 
bars  and  a  variety  of  stores  last 
April — the  company's  best- 
planned  rollout  to  date.- There 
have  been  swanky  DNA  tastings 
at  hot  spots  like  the  Sunset  Room 
in  Hollywood.  In  the  early  Jolt 
days  packaging  wasn't  Wet 
Planet's  thing.  But  DNA's  clear 
bottles  feature  a  glow-in-the- 
dark  thumbprint,  which  looks  cool  in 
dark  clubs. 

The  idea  is  a  knockoff  of  a  less- 
sweet  version  of  DNA  found  in  Aus- 
tralia, where  it  has  been  sold  since  the 
mid-1990s  by  SouthState  Food  8c  Bev- 
erage. Returning  home  from  a  trip  to 
that  continent,  Rapp  contacted  a  larger 


F.X.  Matt  Brewing  of  Utica,  N.Y.  and 
Minnesota  Brewing  of  St.  Paul.  Con- 
stellation, which  imports  Corona  beer 
and  Black  Velvet  whiskey  in  the  U.S., 
now  helps  market  and  distribute  DNA 
in  some  10,000  stores,  bars  and  night- 
clubs in  48  states. 

Since  April  DNA  has  brought  in 
wholesale  revenue  of  $3  million,  says 
Rapp,  while  total  Wet  Planet  sales  from 
its  eight  products  were  $15  million  last 
year.  In  the  fourth  quarter  of  2000  Wet 
Planet  reached  an  agreement  to  sell 
Martinelli's  apple  juice  to  convenience 
stores  in  49  states. 

The  sugary  booze  category,  which 
includes  hard  lemonade,  wine  coolers 
and  Zima,  is  a  crowded  one.  It's  also 


Firewater:  "What  better  way  to  minimize  hangovers?"  asks  Rapp. 


Rochester-based  beverage  company, 
Constellation  Brands  (formerly 
Canandaigua  Brands),  about  helping 
him  secure  the  U.S.  license  for  DNA. 
Publicly  held  Constellation  put  up  an 
undisclosed  amount  of  cash  last  year  in 
exchange  for  30%  of  DNA's  profit.  The 
beverage,  which  retails  for  $7  a  six- 
pack,  is  made  for  71  cents  a  bottle  by 


controversial,  since  the  products  are 
magnets  for  kids.  Companies  that  make 
these  drinks,  including  Coors,  Gallo 
and  Anheuser-Busch,  go  out  of  their 
way  not  to  stir  up  criticism.  Not  Rapp. 
"It  may  appeal  to  underage  drinkers, 
but  we  don't  uphold  the  law,"  he  says, 
relishing  the  slightest  whiff  of  contro- 
versy. "That's  up  to  bar  owners."  F 
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SPECIAL  ADVERTISING  SECTION 


New  Services  Driving  the  Net 


A  View  to  the  New  Era  of  Telecom  Services 


Welcome  to  New  Services  [I 
Driving  the  Net 


What  lies  ahead  for  telecommunications  in  2001  ? 

Despite  the  ups  and  downs  of  the  service  provider  mar- 
ket over  the  past  twelve  months,  we  at  Broadband 
Publishing  firmly  believe  that  the  future  of  the  trillion 
dollar  global  telecommunications  market  is  predicated 
on  the  build-out  of  the  'next  generation  public  network'. 
This  build-out  promises  to  enable  the  delivery  of  new 
services  that  will  alter  the  fundamental  relationship 
between  service  providers  and  their  customers.  New 
services  will  be  tailored  to  the  specifications  of  individ- 
ual customers  in  a  dynamic  service  creation  environ- 
ment that  will  drive  future  revenue  growth. 

In  this  special  section,  we  take  an  up  close  look  at  the 
deployment  of  advanced  telecom  services  ranging  from 
voice-over-IP  by  the  City  of  Dallas  to  MasterCard's 
global  virtual  private  network. 

In  addition,  we  have  invited  a  special  guest  to  provide 
commentary  from  the  Wall  Street  perspective. 
Paul  Johnson  of  Robertson  Stephens  is  widely  regarded 
as  one  of  the  most  astute  analysts  covering  this  indus- 
try. As  a  co-author  of  the  influential  book  The  Gorilla 
Game,  Paul  brings  unique  insights  on  the  development 
of  markets  for  communications  equipment  and  services. 

Best  Regards, 
Karen  &  David  Hold 
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ELLACOYA  NETWORKS 


ELLACOYA 


NETWORKS 


www  ellacoya.  com 

FOUNDERS:  Kurt  Dobbins,  (pictured)  Founder 
&  President;  Dan  Hullette,  Founder  &  VP  of 
Research  &  Development 
FOUNDED:  December  1999 
EMPLOYEES:  210 

MARKET  NICHE:  Intelligent  services  provisioning 

VISION:  Ellacoya  Networks'  mission  is  to  enable 
service  providers  and  carriers  to  adopt  new 

business  models  moving  beyond  commoditized  access  to  deliver 
high  margin  content  and  application  services. 
VALUE  PROPOSITION:  Ellacoya  Networks'  Service  Generation 
System  "  solution  allows  service  providers  and  carriers  to  lever- 
age their  broadband  networks  for  the  delivery  of  customized, 
self-service,  high  bandwidth  services  and  service  bundles.  In 
doing  so,  the  provider  is  able  to  offer  an  unlimited  menu  of 
offenngs  via  dynamic  service  portals. 
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WANT  TO  LEARN  MORE? 

Many  of  the  companies  appearing  in 
this  section  will  be  exhibiting  at 
the  COMNET  tradeshow  in 
Washington,  DC,  January  29- 
February  1,  2001.  The  show  will 

bring  together  service  providers,  equipment  manufacturers, 
startups  and  customers  shaping  next  generation  networks. 


CeMNET 


Broadbari 


Visit  our  website  at  www.broadband- 
pub.com  to  hear  our  full  interview  with 
Paul  Johnson  as  well  as  many  of  the 
CEOs  featured  in  this  section. 


A  special  edition  cf  BroadbandUVE 
titled  "New  Services  Driving  the  Net",  will  air  on  American 
Airlines  during  January  and  February,  2001.  Find  it  on 
Audio  Channel  5,  The  Business  and  Technology  Report. 


Turin 


TURIN  NETWORKS 


www.  turinnetworks.  com 

FOUNDERS:  (L  to  R)  Philip  Yim,  VP 
of  Planning;  John  Webley,  President 
&  CEO;  Richard  Stanfield,  VP  of 
Worldwide  Sales 

FOUNDED:  October  1999 

EMPLOYEES:  150 

MARKET  NICHE:  Multi-service 
optical  networking  solutions 

VISION:  As  the  company  Creating  the  Broadband  Edge'',  Turin 
Networks'  mission  is  to  deliver  solutions  which  enable  service 
providers  to  migrate  from  today  's  complex  overlay  networks  to 
the  multi-service  optical  Internet  of  the  future. 

VALUE  PROPOSITION:  Turin's  multiservice  optical  networiting 

platform  provides  clear  and  immediate  value  to  service  providers 
by  addressing  their  broadband  service  creation  and  delivery 
requirements  in  terms  of  cost  quality-of-service  and  performance. 
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ANALYSIS 


A  Conversation  with  Paul  Johnson 


Karen  and  David  Hold  recently 
caught  up  with  Paul  Johnson  in 
Sun  Valley,  Idaho.  Here  are  the 
highlights  of  that  conversation. 

Paul  Johnson 
Senior  Technology  Analyst 
Robertson  Stephens 


Broadband  Publishing:  I  think  most  people  are  familiar 
with  two  networks,  the  public  switched  telephone  net- 
work (PSTN),  and  the  Internet.  Paul,  what  is  your  vision 
for  the  evolution  of  the  next-generation  of  networks? 

Paul  Johnson:  In  many  respects,  the  phone  network  is 
spectacular  in  terms  of  its  reliability,  ubiquity  and 
robustness.  A  person  looks  at  a  phone  assured  that  it 
will  work.  In  fact,  I  think  it's  the  most  beautifully  engi- 
neered product  that  we  use  in  our  day-to-day  lives. 

Now  on  the  other  extreme  with  this  thing  called  the 
Internet,  we  have  some  interesting  new  applications.  For 
many  people,  the  most  important  new  application  is 
email.  The  advantage  of  email  is  that  it  is  a  new  form  of 
communication  and  almost  everyone  has  it.  The  Internet 
also  has  the  Web,  which  may  be  used  to  access  informa- 
tion, entertainment  or  possibly  e-commerce. 

The  problem  with  the  networks  that  exist  today  is  two- 
fold. Number  one,  carriers  are  now  forced  to  maintain 
two  separate  networks  for  two  separate  sets  of  applica- 
tions; the  voice  phone  calls  are  one,  email  and  Web  com- 
merce are  the  other. 


Second,  although  the  Internet  is  spectacular  and  we  use  it 
daily,  it  has  nowhere  near  the  ubiquity,  the  robustness  nor 
the  reliability  of  the  PSTN.  Ideally,  carriers  do  not  want 
to  carry  more  than  one  network. 

Now,  the  carriers  still  make  most  of  their  money  selling 
voice  services.  So  on  one  hand,  there  is  this  great  ubiqui- 
tous network  for  phone  calls  which  generates  the  majori- 
ty of  the  revenues  and  maybe  all  of  the  profits,  but  it  can- 
not support  applications  like  email.  Then  there  is  this  fast 
growing  set  of  applications  on  the  Internet,  which  does 
not  have  the  necessary  robustness  or  ubiquity. 

BPC:  How  will  the  carriers  resolve  this  dilemma? 

PJ:  It's  clear  that  the  carriers  have  to  build  a  next-genera- 
tion packet-based  network  that  has  the  reliability,  ubiqui- 
ty and  robustness  of  the  phone  network,  but  has  the  scal- 
ability and  the  architecture  of  the  Internet.  This  is  the 
'next-generation  network.' 

BPC:  Going  forward,  won't  the  carriers  also  need  to 
develop  new  types  of  services  to  remain  competitive? 

PJ:  That's  exactly  right.  There  is  no  question  that  new 
value-added  services  need  to  be  established  on  the  data 
side  to  take  advantage  of  this  network.  At  the  same  time, 
a  pricing  model  to  extract  the  most  value  out  of  the  net- 
work has  yet  to  be  figured  out. 

On  the  other  side,  voice  is  the  most  profitable  service  in 
the  network  today.  However,  virtually  no  segment  of  the 
voice  network  has  any  direct  competition.  So,  is  it  prof- 
itable because  it  is  a  good  business,  or  is  it  profitable 
because  there  is  no  competitive  pressure? 

continued  on  page  4 
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WATERCOVE  NETWORKS 


www.watercove.com 


CEO  &  FOUNDER:  Dave  Callan,  President, 
CEO  &  Founder 

FOUNDED:  June  1999 

EMPLOYEES:  230+ 

MARKET  NICHE:  Broadband  infrastructure 

VISION:  To  build  carrier-class  network  infra- 
structure solutions  for  delivering  voice,  data 
and  video  services  and  enable  'Open  Access'  over  shared  broad- 
band networks. 

VALUE  PROPOSITION:  The  RiverDelta  Networks  family  of 
Broadband  Services  Routers  offers  robust  networking  solutions 
that  enable  broadband  service  providers  to  deliver  multiple 
services  and  create  new  revenue  streams.  The  SmartFlow 
features  enable  broadband  operators  to  provide  residential  and 
commercial  customers  with  guaranteed  service  level  agreements. 


MANAGEMENT  TEAM:  (L  to  R)  Mark 
Tubinis,  VP,  Development;  Jayesh  Patel,  VP, 
Marketing;  Peter  Lojko,  CEO,  President; 
Paul  Ciarfella,  Director  of  Network 
Management;  Wen-Khang  Han,  Director 
of  Technology 


FOUNDED:  March  2000  EMPLOYEES:  120 

MARKET  NICHE:  Mobile  wireless  infrastructure 

VISION:  WaterCove  Networks'  mission  is  to  enable  the  mass 
market  deployment  of  personalized  wireless  data  services. 

VALUE  PROPOSITION:  WaterCove  Networks'  next-generation 
data  networking  infrastructure  solutions  will  enable  wireless 
service  providers  to  easily  and  rapidly  deploy  advanced  always- 
on  mobile  IP  applications  and  services  on  a  massive  scale  by 
simplifying  service  creation,  integrating  seamlessly  into  existing 
operations  systems,  and  scaling  network  performance. 
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CORONA  NETWORKS 


www.coronanetworks.com 
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CEO  &  FOUNDER:  Raj  Singh 
FOUNDED:  November  1998 
EMPLOYEES:  130 

MARKET  NICHE:  Intelligent  IP  services  switch 
I   VISION:  Corona  Networks  is  a  manufacturer  of 
BH  carrier-class  IP  service  switches  designed  to 
\l  W  operate  scalably  at  optical  speeds  up  to  OC- 1 92. 
VALUE  PROPOSITION:  Corona  Networks'  IP  service  switches 
help  service  providers  leverage  the  ubiquity  of  the  Internet 
Protocol  and  offer  value-added  services  such  as  multimedia  con- 
tent delivery,  outsourced  routing,  MPLS  and  IPSec  VPNs,  QoS, 
encryption,  and  on-demand  bandwidth  provisioning  to  thousands 
of  customers.  Corona  Networks'  TMN-ready  management  frame- 
work enables  service  providers  to  provision,  manage  and  bill  for 
differentiated  IP  services. 


LUXCORE  NETWORKS 


core 

Bringing  the  Internet  to  Light 

www.  luxcore.  com 


CEO  &  FOUNDER:  Gerald  Ramdeen,  Chief 
Technical  Officer  &  CEO 


FOUNDED:  June  1999 
EMPLOYEES:  110+ 


J^m  MARKET  NICHE:  Core  optical  internet 

^^r^^^  products 

VISION:  Luxcore  plans  to  change  the  way 
the  world  communicates  by  delivering  optical 
bandwidth  at  a  fraction  of  today's  cost 

VALUE  PROPOSITION:  Luxcore's  wavelength  management 
products  use  dynamically  controlled  optical  components  to  add 
and  drop  wavelengths,  convert  wavelengths  of  one  color  to  others, 
and  cross-connect  wavelengths  between  fibers,  all  without  any 
electrical  conversion  of  the  optical  payloads  This  eliminates  the 
need  for  costly,  cumbersome  and  needless  electrical  regeneration 
of  optical  signals  at  intermediate  points  in  the  transmission  path. 


NOVA  CRYSTALS 


+  Nova  Crystals 


www.novacrystals.  com 
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CEO  &  PRESIDENT:  Felix  Ejeckam 
FOUNDED:  September  1998 
EMPLOYEES:  45 

NICHE:  Optical  networking  components 

.  ~j  VISION:  To  become  a  leading  developer  and 
.  ,  ■ -JB     oplier  of  optical  networking  components, 

'or  optical  tele- 
com (SONET/SDH,  WDM)  and  datacom 

(Gigabit  Ethernet/Fiber  Channel)  applications  by:  1)  Focusing  inno- 
vation in  high-growth,  performance-driven  market  segments,  2) 
Developing  and  leveraging  the  company's  core  technological 
strengths;  and  3)  Recruiting  and  retaining  top  talent. 

VALUE  PROPOSITION:  Nova's  innovations  will  increase  the  reach, 
bandwidth,  and  ubiquity  of  datacom  networks;  bring  WDM  in  from 
the  core,  closer  to  the  network's  edge;  enable  a  new  class  of 
optical  systems;  and  do  all  this  while  decreasing  total  system  cost 


Pjul  Johnson,  continued  from  page  3 

In  the  later  case,  improvement  has  begun,  brought  on 
by  the  prospect  of  being  forced  to  build  a  new  network 
because  new  data  applications  need  to  be  created  for 
which  a  charge  can  be  incurred.  At  the  same  time,  pric- 
ing of  voice  will  start  to  fall,  such  that  in  order  to 
defend  the  revenue  base,  a  way  to  get  ahead  of  that 
curve  will  have  to  be  found. 

BPC:  Looking  at  the  new  service  providers,  what  type 
of  carrier  is  going  to  be  a  winner  in  the  new  market? 

PJ:  That's  a  great  question.  It's  something  that  I  have 
been  spending  a  lot  of  time  contemplating.  Although, 
have  not  broken  the  code  as  to  what  the  new  business 
model  will  be,  nor  do  I  believe  anyone  else  has  cracked 
the  code,  for  now  I  will  lend  a  couple  of  observations. 

Number  one,  historically  industries  like  this  seem  to 
have  a  slightly  unusual  industry  structure.  For  exam- 
ple, it  appears  that  roughly  50%  of  network  traffic 
comes  from  industries  with  high  fixed  costs;  utilities, 
telephone  companies  and  airlines.  It  would  also  appear 
that  about  50%  of  that  traffic  traverses  a  small  hand- 
ful of  big  common  carriers.  The  other  50%  percent  of 
the  traffic  runs  over  a  large  number  of  niche  players. 
There  is  a  highly  reasonable  probability  that  if  the  big 
companies  deliver  50%  of  the  business,  the  incumbent 
carriers  will  have  the  advantage  in  that  market. 

At  the  same  time,  I  think  that  the  business  model  will 
go  through  a  radical  change  over  the  next  ten  years, 
which  suggests  that  small,  newly  emerging  companies 
will  have  a  competitive  advantage.  This  is  the  tug  of 
war  that  is  occurring  in  the  market  today. 

BPC:  Do  you  have  a  sense  of  what  the  new  competitive 
model  will  look  like? 

PJ:  The  idea  that  I  am  most  toying  with  is  the  separa- 
tion of  the  physical  delivery  of  the  services  from  the 
actual  logical  delivery  of  the  service.  In  the  old  days,  to 
receive  phone  service,  the  neighborhood  RBOC 
(regional  Bell  operating  company)  delivered  the  phone 
line.  They  owned  both  the  copper  wire  and  the  service. 

In  the  new  model,  it  will  be  quite  possible  to  receive 
basic  service  from  that  same  phone  company,  including 
the  physical  connection,  but  a  variety  of  new  services 
would  be  available  on  the  Internet.  This  separates  the 
service  from  the  carrier  who  owns  the  copper  wire. 

BPC:  This  sounds  like  an  opportunity  for  the  emerging 
ASPs  (application  service  providers). 

PJ:  Absolutely.  I  think  that  is  the  business  model  of  the 
future,  although  it  is  premature  to  pick  the  winners, 
because  I  do  not  believe  those  business  models  have 
been  sorted  out. 

BPC:  The  other  side  of  the  coin  is  the  role  of  the  com- 
munications equipment  supplier.  Do  you  think  that  the 
carriers  are  dependent  on  the  suppliers  of  technology  to 
build  and  deploy  next-gen  networks  and  services? 

continued  on  page  10 
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TOLLBRIDGE 


Netisun  Brings  Broadband  to  Buildings 


'As  you  add  more  virtual  voice  lines 
off  the  same  copper  pair,  your 
economies  of  scale  increase." 

-  Greg  Jarman,  Chief  Technical  Officer,  Netisun 


One  of  the  hottest  new  markets  for  phone  and 
Internet  services  is  the  multi-tenant  unit  (MTU)  busi- 
ness. Typically,  an  apartment  or  office  complex  will 
contract  with  the  building's  owner  to  provide  an  array 
of  voice,  data  and  wireless  services.  In  a  competitive 
market,  this  makes  the  property  more  desirable  to 
potential  tenants. 

The   key  to   success   is  clear:   providing  building 
owners  one-stop  shopping  for  a  complete  suite  of 
communications  services.  Netisun 
(www.netisun.com),  Indianapolis, 
Ind.,  does  just  that. 

"Many  smaller  companies  do  not 
have   an   in-house   IT  person," 
explains  Eric  Olson,  vice  president  o 
business  development.  "Even  if  they 
have  a  LAN  guru,  they  do  not  have 
a  voice  expert." 

The  basis  of  the  Netisun  offering  is  a 
package  of  value-added  Internet  services 
provisioned  over  digital  subscriber  lines  (DSL)  utilizing 
the  copper  already  in  a  building.  The  company  also 
offers  dial-up,  ISDN  and  Tl  transport,  Internet  services, 
including  web  design,  security  evaluation  and  domain- 
name  registration;  and  a  host  of  managed  services  rang- 
ing from  firewall  management  to  disaster  recovery. 

One  of  the  limitations  encountered  when  providing 
advanced  communications  services  is  that  most  build- 
ings are  not  connected  by  high-capacity  fiber-optic  lines. 
That's  where  DSL  technology  can  offer  a  real  advantage. 
Designed  to  operate  over  standard  copper  telephone 
lines,  DSL  brings  the  benefits  of  broadband  to  more 
homes  and  businesses.  The  latest  trend  is  to  leverage  the 
fidelity  of  DSL  for  more  than  just  high-speed  Internet 
access.  Recent  advances  have  made  it  possible  to  pro- 
vide up  to  24  voice  circuits,  as  well  as  high-speed 
Internet  access,  over  a  single  pair  of  telephone  wires. 

Voice-over-DSL 

Seeing  a  potential  bonanza  in  the  emerging  market  for 
voice-over-DSL  services,  Netisun  searched  for  a  technol- 
ogy base  that  would  allow  it  to  offer  and  manage  its 
array  of  services.  In  the  end,  they  selected  TollBridge 
Technologies  (www.tollbridgetech.com),  Santa  Clara, 
Calif.  The  network  is  based  on  the  TollBridge  TB50  CPE 
(customer  premise  equipment)  and  TB200  local 
exchange  gateway. 

Michael  Flood,  western  regional  systems  engineering 
manager  for  TollBridge,  and  salesman  Steve  Scarbro  met 


with  Olson  to  design  the  system.  "It  was  a  perfect  fit," 
Flood  said,  since  both  companies  shared  similar  beliefs 
regarding  the  utility  of  voice-over-IP,  which  can  operate 
over  any  'flavor'  of  DSL. 

Thanks  to  the  TollBridge  technology,  Netisun  can  offer 
smaller  customers  30%  savings  below  the  local  phone 
company's  charges,  more  for  larger  customers. 

Economies  of  Scale 

"As  you  add  more  virtual  voice  lines  off  the  same  copper 
pair,  your  economies  of  scale  increase,"  explains  Greg 
Jarman,  chief  technical  officer  for  Netisun.  "We  bundle 
services  and  present  the  customer  with  one  bill,  which  is 
a  real  value  to  them." 

Customers  love  the  simplicity  and  convenience  of  deal- 
ing with  Netisun.  With  the  TB50  and  TB200,  Netisun 
can  offer  the  same  telephony  features  as 
the  local  telephone  company,  at  a  fraction 
of  the  cost.  "We  aggregate  the 
voice  and  data  traffic  over  one  cir- 
F  cuit,"  Olson  says,  "which  con- 
^  serves  limited  'riser'  space  in  the 
multi-tenant  buildings." 

"We  act  as  the  single  point-of-contact, 
so  there  is  no  finger-pointing,"  Olson 
adds.  Netisun  offers  private  branding 
to  the  building's  owner,  and  can  link 
affinity  groups,  like  physicians,  onto  a  branded  network. 

The  company  is  also  expanding  into  the  wireless  ASP 
(application  service  provider)  market,  including  wireless 
Internet  access.  "We'll  stay  current  on  new  technology 
for  our  partners,"  Olson  promises.  "As  our  MTU  cus- 
tomers grow  and  their  needs  increase,  we  will  expand 
our  services.  You  will  see  our  voice-over-DSL  penetra- 
tion grow  and  our  managed  services  and  ASP  services 
expand  exponentially."  y  


TO  1.  LB  HI  DOE. 


TOLLU'AIDGE  Asher  Waldfogel,  Founder  and 
Chief  Technology  Officer  (L)  and 
Gary  Tauss,  President  and  CEO  (R) 


TollBridge  Technologies,  Santa  Clara, 
Calif.,  develops  and  markets  IP-based 
landline  solutions  for  the  CLEC  market. 
Founded  in  March  1998,  the  firm's  goal 
is  to  integrate  the  physical  world  of  telephone  calling  with  the  vir- 
tual world  of  packetized  data.  Its  products  sit  at  the  point  of  con- 
vergence and  arbitrate  the  network  resources  required  for  any 
broadband  voice  network.  TollBridge's  solution  is  based  on  a  dis- 
tinct transport  technology  and  several  different  signaling 
schemes  leveraged  around  it.  Applications  include  such  things  as 
billing  for  online  purchases  and  quick  deployment  of  services.  The 
company's  products,  including  its  Integrated  Access  Device,  Local 
Exchange  Gateway,  and  Management  Suite  for  end-to-end 
configuration,  provide  carrier-class  reliability  and  non-stop 
operation. 


For  more  information  on  TollBridge, 
visit  www.tollbridgetech.com 
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Getting  Connected  is  as  Easy  as  Eziaz 


"We  have  built  one  of  the  most 
capital  efficient  broadband  access 
networks  anywhere. " 

-Deb  Lenart,  President  and  CEO 

Architects  like  to  say  that  form  follows  function.  It  is  a 
mantra  that  new  economy  service  providers  would  do 
well  to  apply  -  avoid  a  love  affair  with  technology,  and 
go  steady  instead  with  effective  business  applications. 
That  is  especially  true  when  you  target  broadband 
access  services  for  the  no-nonsense  small  and  medium- 
sized  business  market. 

It  is  a  philosophy  that  Chicago-based  Eziaz  has  taken  to 
heart. 

Eziaz  delivers  broadband  access  through  a 
commercial  office  building's  existing  cop- 
per wiring,  which  simplifies  implementa- 
tion and  reduces  execution  time  and  costs. 
Eziaz  can  install  customers  nationwide  in 
as  little  as  three  days  once  a  building  is 
'lit',  and  backs  its  services  with  proven 
high-quality  customer  care  and  techni- 
cal support. 

Leveraging  our  Strengths 

"Through  our  in-building  strategy  and 
alliance  with  AT&T,  we  have  built  one 
of  the  most  capital-efficient  broadband 
access  networks  anywhere,  as  well  as 
developed  a  constantly  expanding  port 
folio  of  services  that  are  relevant  to  SMEs 
(small  and  medium  enterprises),"  says  Deb  Lenart,  Eziaz 
president  and  CEO. 

Today,  small  and  medium-sized  businesses  are  requiring 
more  sophisticated  Internet  solutions.  To  meet  this  need, 
Eziaz  offers  a  user-friendly  suite  of  services  that  makes 
the  Internet  an  affordable,  productivity  enhancing  busi- 
ness tool  for  its  customers.  Customers  enjoy  high-speed, 
'always  on'  Internet  access  with  e-mail,  as  well  as  other 
services  including  web  hosting,  virtual  private  network- 
ing, and  security  services. 

Through  its  relationship  with  AT&T,  Eziaz  has  been 
able  to  combine  the  ubiquity  of  AT&T's  Internet  back- 
bone with  Eziaz'  efficient  in-building  broadband  net- 
work to  deliver  end-to-end  Internet  solutions  to  small 
and  medium-sized  businesses  in  commercial  properties. 

"We  selected  AT&T  as  our  Internet  backbone  provider 
for  three  reasons,"  Lenart  emphasized.  "First,  the 
extent  of  their  network  reach  was  critical  to  our  busi- 
ness model.  Second,  they  deliver  high  quality  backbone 
service  levels  and  third,  they  have  a  dedicated,  strong 
account  team  and  channel  support  organization  which 
are  customer  focused." 

The  AT&T  Alliance  Channel  Program  gives  Eziaz  the 
capability  to  market  its  existing  service  offerings  with 


AT&T's  full  spectrum  of  data  and  IP  (Internet  Protocol; 
network  services. 

"As  we  gain  scale  in  a  market,  we  will  build  out  an 
EzPop,  our  metropolitan  network  point  of  presence," 
explains  Lenart.  "These  EzPops  allow  us  to  efficiently 
offer  a  variety  of  enhanced  and  value-added  Internet 
services  to  our  customers  from  a  centrally  hosted  loca- 
tion. This  solution  enables  a  stronger  return  on  invest- 
ment for  our  shareholders." 

Eziaz  has  EzPops  in  Seattle,  San  Francisco,  Los  Angeles, 
San  Diego,  Philadelphia,  Chicago,  Washington  D.C., 
New  York,  Dallas  and  Houston,  and  plans  to  open  addi- 
tional EzPops  during  2001. 

In  an  effort  to  meet  its  business  cus- 
tomers' requests,  Eziaz  is  testing  voice 
services  via  their  private  broadband  net- 
work which  would  eliminate  the  need  for 
other  in-house  phone  systems. 

"Eziaz  is  known  for  its  focus  on  deliver- 
ing relevant  customer  applications,  so 
providing  voice  expands  our  suite  of 
services  and  accelerates  our  growth," 
notes  Lenart.    She  adds,  "IP-based  voice 
services  are  a  compelling  and  cost 
effective  way  to  leapfrog  other  tradi- 
tional providers  under  a  state-of-the-art 
infrastructure." 

"Eziaz  is  not  about  technology  -  we're 
about  customers  and  providing  them  the 
support  and  value-added  Internet  solutions  that 

they  need  to  grow  their  businesses,"  - 

states  Lenart.  f  — ^  A 

 I  ^3  AT&T 


Kathleen  Earley,  President,  AT&T 
Data  and  Internet  Services 

Businesses  that  want  to  network  the 
new  economy  need  cost  effective, 
easy-to-use  services  that  provide  them 
a  worldwide  footprint.  Virtual  private 
networks  (VPNs)  combine  the  security 
and  reliability  of  traditional  data  net- 
works with  the  ubiquity  and  reach  of  the  Internet.  VPN's, 
which  are  central  to  AT&T's  enterprise  networking  strategy, 
enable  corporations  like  Eziaz  the  ability  to  create  new  revenue 
streams  by  providing  expanded  reach,  a  richer  end-user  expe- 
rience and  the  ability  to  seamlessly  connect  their  back-office 
systems  to  the  Internet  via  AT&T's  hosting  centers. 

AT&T's  Global  VPN  Service  received  Network  Magazine's 
2000  Product  of  the  Year  Award  and  the  International 
Engineering  Consortium's  InfoVision  2000  Award. 


For  more  information  on  AT&T  Networking 
I  Services,  visitwww.att.com/ipservices 


SPECIAL  ADVERTISING  SECTION 


When  MasterCard  Customers  are 

Waiting  in  Line,  Milliseconds  Matter 


"We  wanted  services  anywhere, 
anytime.  And  we  wanted 
services  every  time. " 

-Artie  Ahrens,  Senior  Vice  President  of  Computer 
and  Network  Services  at  MasterCard 

Some  network  managers  have  prematurely  gray  hair. 
Others,  like  Artie  Ahrens,  senior  vice  president  of  com- 
puter and  network  services  at  MasterCard,  handle  their 
,  jobs  more  gracefully. 

MasterCard  created  a  worldwide  networking  solution 
that  lets  them  reduce  transaction  response  times  by  47.7 
years  -  yes,  years  -  the  first  year  it  was  deployed.  This 
year,  they  expect  to  cut  50  years  off  transaction  times. 

MasterCard  turned  to  AT&T  Solutions  to  allow  it  to 
move  into  the  21st  century  with  an  IP-based  VPN  (vir- 
tual private  network).  The  managed-network  solu- 
tion leverages  AT&T's  worldwide  communica 
tions  infrastructure  to  link  22,000 
financial  institutions  in  61  countries. 

"It  is  truly  a  multi-purpose  net- 
work," Ahrens  says.  It  handles 
MasterCard's  credit  card  and  debit 
card  transactions,  interbank  settle- 
ment, and  traffic  among  the  compa- 
ny's regional  sales,  marketing  and 
service  offices. 

"The  primary  purpose  of  the  network  is  to  handle 
real-time  transactions  effectively  and  quickly,"  Ahrens 
continues.  The  key  metric  for  a  credit  card  company 
is  transaction  time.  On  the  old  network,  it  took  640 
milliseconds,  or  a  little  over  half  a  second,  to  handle  a 
transaction.  The  new  VPN  handles  a  transaction  in  220 
milliseconds,  cutting  the  time  by  two-thirds. 

Since  its  member  financial  institutions  pay  for  network 
time  by  the  second,  the  VPN  solution  is  paying  off 
quickly,  saving  over  1.5  billion  seconds  its  first  year. 

The  Way  We  Were 

For  years,  MasterCard  relied  on  an  aging  X.25  packet 
switched  network  to  carry  data  from  its  worldwide  cus- 
tomers. Ahrens  was  understandably  reluctant  to  part 
with  the  trusty  system  which  was  providing  very  high 
reIiability-99.999  percent-or  no  more  than  five  minutes 
of  downtime  per  year.  "You  look  at  that  kind  of  relia- 
bility and  say,  'I'm  changing  this  for  what  reasons?"  he 
says. 

But  the  port  speed  on  the  packet  network  was  limited  to 
only  56  kilobits  per  second,  requiring  multiple  ports  for 
high-capacity  connections.  Worse,  traffic  demands  were 
steadily  increasing.  In  2000,  they  saw  an  18%  increase 
in  transactions  Thanksgiving  weekend,  while  on  the 
Saturday  before  Christmas,  the  number  peaked  at  29 
million  transactions  in  a  single  day. 


Managing  Global  Services 

What  MasterCard  needed  was  a  higher-speed  network 
that  could  handle  the  traffic  growth,  and  which  would 
not  be  capital  intensive.  That  meant  selecting  a  reliable 
provider  of  managed  network  services. 

"We  wanted  it  to  operate  globally.  We  wanted  services 
anywhere,  any  time.  And  we  wanted  services  every 
time,"  he  says. 

In  fact,  MasterCard's  VPN  actually  runs  on  AT&T's  pri- 
vate IP  backbone,  where  performance  and  security  are 
under  tight  control.  There  are  high  availability  and  per- 
formance requirements  embodied  in  the  service  level 
agreements  (SLAs)  between  MasterCard  and  AT&T. 

"We  look  at  this  as  a  true  partnership,"  Ahrens  says. 

There  are  SLA  goals  that  AT&T  must  live 
up  to,  and  those  MasterCard  must  meet. 

The  contract  is  worldwide.  Through  its 
alliance  with  Concert  and  British 
Telecom,  AT&T  has  connections 
in  237  countries,  more  than  any 
other  service  provider. 

Routers   remain   a   mainstay   of  the 
MasterCard  network,  however  it  is  now 
AT&T  Solutions'  job  to  maintain  the 
equipment.  In  short,  AT&T  Solutions 
manages  the  network  infrastructure  while 
MasterCard  handles  the  applications. 

"This  managed  services  arrangement  with  AT&T  is 
working  real  well,"  he  adds.  "If  you  want  to  do 
a  case  study  on  how  two  companies  can  work  well 
together,  this  is  the  classic." 


AT&T  Solutions  (www.attsolutions.com)  is  much  more  than 
a  service  which  allows  scalable,  IP-based  access  to  band- 
width on  demand.  There  are  8000  members  of  AT&T 
Solutions'  support  staff  on  hand  to  help  each  of  their  clients 
with  all  of  the  daily  chores  associated  with  network  man- 
agement, ranging  from  implementing  e-Business  solutions 
to  connecting  diverse  platforms  on  the  AT&T  open-stan- 
dards backbone.  There  are  nine  major  Network 
Management  Centers  around  the  world,  four  in  North 
America,  three  in  Asia,  and  two  in  Europe.  Not  only  do  the 
people  of  AT&T  bring  global  presence  to  the  market,  they 
have  an  amazing  amount  of  experience.  They  have  built  400 
networks  and  have  roughly  1200  clients  under  contract  for 
their  services.  With  that  kind  of  experience,  there  is  little 
that  the  AT&T  Solutions  staff  has  not  seen  and  handled.  The 
company  offers  a  wide  range  of  services,  including  its  com- 
plete e-Business  Portfolio,  AT&T's  Ultravailable  Solutions 
package,  its  Networking  Professional  Services,  and  Electronic 
Contact  Solutions. 


Z  For  more  information  on  AT&T  Networking 
J.   Services,  visit  www.att.com/ipservices 
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Ntegrity  is  Bringing 

Broadband  to  Apartments 


When  it  comes  to  advanced  communications  services, 
the  14  million  middle-American  apartment  dwellers 
are  perhaps  the  most  under-served  group  in  the  coun- 
try. Ntegrity  Telecontent  Services  (www.ntegrity.com), 
Baltimore,  Md.,  is  delivering  a  host  of  broadband  prod- 
ucts to  a  market  which  has  less  than  two  percent  pen- 
etration of  these  services  today. 

The  firm  deployed  the  first  packet-voice  network  for  res- 
idential customers.  Based  on  a  combination  of  ATM 
(asynchronous  transfer  mode)  and  DSL  (digital  sub- 
scriber line)  technology,  it  delivers  voice,  data  and  video 
content  over  normal  copper  phone  lines. 

"There  is  tremendous  opportunity  to  bring  services  to  a 
market  that  has  been  ignored  by  the  Bell  Companies, 
who  are  focused  on  the  upscale  residential  and  business 
markets,"  says  Dwayne  Goldsmith,  president  and  CEO 
for  Ntegrity. 

To  turn  this  broadband  vision  into  reality,  Ntegrity  needed  a 
platform  that  could  interoperate  with  multiple  vendors,  was 
compact  but  scalable,  and  was  backed  by  extensive  support. 
They  chose  Nokia  Broadband  Systems,  Petaluma,  Calif.,  for 
their  DSL  platform.  "Nokia  is  a  proven  vendor  in  the  DSL 
space,"  says  Blake  Ratcliff,  Ntegrity's  vice  president  of  net- 
work engineering.  "When  we  first  came  into  this  market 
there  were  few  providers  who  were  proven  for  voice-over- 
DSL,  which  is  critical  when  you  are  building  networks." 


The  latest  release  of  the  Nokia  D50  DSLAM  (DSL  accea 
multiplexer)  includes  a  suite  of  broadband  and  wireline 
services  as  well  as  enhanced  network  management  fea- 
tures for  optimizing  networks  such  as  Ntegrity's. 

Ntegrity  offers  local,  long  distance,  paging,  high-speec 
Internet  access  and  web-based  content  products.  The 
company  also  provides  a  local  service  portal  for  each 
property  which  aggregates  localized  information  for  cus- 
tomers in  four  quality  of  life  areas-health,  education, 
economic  and  social. 

Apartment  dwellers  are  the  true  beneficiaries  ol 
Ntegrity's  Nokia-based  broadband  services.  "It  sounds 
trite,"  Goldsmith  says,  "but  this  really  lets  us  make  a 
substantial  change  in  the  lives  of  our 
customers."  /  n 
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/  Connecting  People 

With  Nokia's  complete  line  of  broadband  solutions,  carriers  can 
now  build  integrated  broadband  networks  that  are  flexible 
(multi-service)  and  scalable,  and  can  be  rapidly  deployed. 
Nokia's  leading  suite  of  wireline  DSL  and  wireless  broadband 
solutions  makes  it  possible  for  carriers  to  offer  convenient  and 
flexible  broadband  access  regardless  of  location  and  desired 
application.  With  the  introduction  of  wireless  broadband  solu- 
tions, Nokia  now  offers  a  high-performance,  last-mile  wireless 
solution  to  quickly  and  economically  deploy  broadband  services. 


KQ9G 


For  more  information  on  Nokia, 
visit  www.nokia.com 


Jetstream  Cuts  Time-to-Market 


Before  businesses  can  reach  out  and  touch  somebody, 
their  service  provider's  network  needs  extended  reach 
to  link  the  customer  to  an  extensive  array  of  new 
broadband  services  such  as  voice-over-DSL  (VoDSL). 

Jetstream  (www.jetstream.com),  San  Jose,  Cailf.,  is  a 
pioneer  in  the  VoDSL  market.  Its  products  allow  service 
providers  to  deliver  voice  and  data  services  over  DSL, 
Tl  or  wireless  broadband  networks. 

"What  we  do  best  is  engineer  software  to  provide  voice 
over  broadband,"  says  Eric  Warren,  director  of  corpo- 
rate communications  for  Jetstream.  A  venture-capital 
funded  firm,  they  have  no  cash  surplus  to  invest  in  man- 
ufacturing plants.  "The  best  way  to  get  to  market  fast  is 
to  find  partners  who  provide  best  of  breed  hardware.  It 
is  the  virtual  corporation  model,"  Warren  adds. 

The  Jetstream  CPX-1000  family  of  broadband  VoDSL 
gateways  incorporates  technology  from  Natural 
MicroSystems  Corp.  (www.nmss.com).  NMS  is  located 
in  Framingham,  Mass. 

"Time  to  market  is  critical  for  us,"  Warren  continues. 
"We  have  lots  of  competitors  who  want  to  steal  our  cus- 
tomers away."  The  broadband  market  is  booming  and 
we  have  to  be  able  to  ship  reliable,  carrier-class  prod- 
uct," he  adds. 


The  CPX-1000  is  a  state-of-the-art  voice  gateway  that 
enables  business-quality  voice  services  to  be  delivered 
rapidly  via  high-performance  networks. 

When  it  comes  to  product  design,  "Our  intellectual 
property  is  in  the  software,"  Warren  says.  As  a  result, 
they  trust  NMS  to  develop  and  manufacture  ASIC-based 
broadband  access  solutions  which  offer  echo  cancella- 
tion, voice  compression  and  voice-over-packet  ATM 
switching  technology. 

"We  count  on  NMS  to  help  us  be  first  to  market," 
Warren  says.  That  will  assure  Jetstream  stays  on  its 
pathway  to  profitability.  f  > 
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MicroSystems 


Products  from  Natural  MicroSystems  Corp.,  Framingham,  Mass. 
(www.nmss.com)  form  the  foundation  of  many  high-value 
enhanced  service  communications  platforms  deployed  today. 
NMS  designs,  develops  and  supplies  network-quality  hardware 
and  software  components.  The  company  offers  design  and 
customization  services  that  let  communications  equipment 
suppliers  create  and  accelerate  communications  infrastructure 
and  services  for  the  Digital  Era.  Their  product  suite  includes  IP 
services  management,  network  access  and  enterprise  solutions. 
Thanks  to  customized  NMS  components,  cutting-edge  Access 
Gateways  (DSL  and  Wireless)  can  be  produced  economically  and 
reliably. 


For  more  information  on  NMS, 
visit  www.nmss.com 
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New  Edge 
Brin 


'The  key  is  to  find  a 

business  plan  that  works 
in  the  real  world  and  execute  it. 

-  Dan  Moffat,  President,  CEO  and  Co-Founder, 
New  Edge  Networks 


Getting  broadband  service  in  places  like  Walla  Walla, 
Wash.,  is  not  easy.  That's  the  task  New  Edge  Networks 
set  for  itself  when  it  was  founded  in  June  of  1999. 

Described  as  a  broadband  service  provider  to  small- 
town America,  New  Edge  Networks,  Vancouver,  Wash. 
(www.newedgenetworks.com),  is  a  new  breed  of  nation- 
al telecom  company  that  offers  high-speed  Internet 
access  and  value-added  data  services  to  underserved 
markets. 

Since  most  of  the  New  Edge  service  area  is  in  smaller 
cities  and  semi-rural  areas,  competitors  are  few.  In 
most  areas,  the  only  competition  is  typi- 
cally a  local  Baby  Bell  or  DSL 

start-up  player.  And  in  about    (  — 

30%  of  their  markets,  there  are  ^fe^ 
no    other    broadband    service  ™ 
providers  at  all. 


Business  Plan  - 

g  Broadband  to  Hometown 


"Our  business  plan  has  proved  many  times 
over  that  it  is  solid  and  we  continue  to  execute  against 
that  plan,"  says  Dan  Moffat,  president,  CEO  and  co- 
founder  of  New  Edge  Networks. 

New  Edge  chose  Alcatel  (www.alcatel.com)  as  its  princi- 
pal supplier  of  network  equipment,  happy  to  partner 
with  a  firm  that  provides  54%  of  the  DSL  ports  world- 
wide. 

To  provide  the  best  possible  service  to  its  customers,  the 
company  has  built  a  large  national  backbone  network 
consisting  of  hundreds  of  Alcatel  ATM/DSLAM  switch- 
es (asynchronous  transfer  mode).  New  Edge  also  colo- 
cates  Alcatel  DSLAMs  (DSL  access  multiplexers)  in  the 
central  offices  of  incumbent  carriers,  which  enables  the 
provision  of  DSL  (digital  subscriber  line)  access  services 
into  local  communities.  At  last  count,  the  company  had 
installed  equipment  in  600  offices  in  30  states  west  of 
the  Appalachians  and  Florida. 

Because  the  DSLAMs  connect  into  the  multi-service 
ATM  backbone  network,  New  Edge  can  offer  not  just 
DSL  access  services,  but  higher  level  data  services  and 
•eventually  voice  and  video,  all  over  the  same  network. 
Although  DSL  is  rapidly  growing  in  popularity,  the  com- 
pany derives  more  than  80%  of  revenues  from  other 
services,  including  Frame  Relay  and  VPNs  (virtual  pri- 
vate networks).  Yet,  it  was  operational  plans,  not  boxes 
of  technology,  which  brought  New  Edge  to  Alcatel. 

"We  started  with  business  specifications,  not  equipment. 
We  took  those  specifications  and  built  a  network,"  says 
Steve  Hensley,  chief  technology  officer  and  co-founder. 


"The  key  is  to  find  a  business  plan  that  works  in  the  real 
world  and  to  execute  it,"  adds  Moffat. 

Hensley  remembers  that  one  of  his  former  companies 
could  take  a  full  day  or  more  for  an  engineer  to  provi- 
sion as  few  as  seven  links  on  a  circuit.  With  Alcatel 
equipment,  a  less  technical  person  can  provision  many 
more  circuits  in  less  time. 

Speed  and  Simplicity 

That's  because  with  Alcatel  equipment,  speed  and  sim- 
plicity of  management  interfaces  is  paramount. 
"Because  Alcatel's  equipment  has  a  GUI  (graphical  user 
interface),  we're  not  as  reliant  on  technical  expertise 
that  is  so  hard  to  find.  Essentially,  this  simplicity  creates 
a  larger  recruiting  pool  that  allows  us 
to  focus  on  attracting  fine  people 
who  want  to  live  in  less  expensive 
areas  than  high-tech  centers.  After 
all,  it's  people  not  technology 
that  make  a  difference  in  suc- 
cess." 

Hensley  is  impressed  with  Alcatel's 
openness.  "They  take  time  to  listen," 
he  says.  For  example,  they  went  out  to 
users  for  input  on  the  platform  early  in  the 
design  stage  and  incorporated  solutions  that  enhance 
the  flexibility  and  value  of  the  Alcatel  solution. 

New  Edge  continues  to  grow  with  Alcatel,  most  recent- 
ly adding  its  service  management  software  which  pro- 
vides auto  provisioning  of  DSL  ports  and  ATM  virtual 
circuits. 

Wireless  broadband  looms  on  the  horizon.  "Alcatel  also 
supports  MMDS  and  LMDS  interface  cards,  so  I  can 
offer  RF  wireless  links,"  Hensley  said. 

In  short,  technology  change  -  rather  than  becoming  a 
business  obstacle  -  simply  strengthens  and  validates 
New  Edge's  business  case. 


Pearse  Flynn,  President  of  Alcatel 
Carrier  Networking  Group 

Anticipating  a  new  generation  of  service 
providers  such  as  New  Edge  Networks, 
Alcatel  (www.alcatel.com)  brought  a 
suite  of  innovative  firms  under  its  umbrel- 
la to  provide  an  end-to-end  solution  for 
voice,  data,  video  and  wireless  services. 


Next-generation  service  providers  must  be  able  to  support  a 
variety  of  protocols  including  DSL,  IP,  Frame  Relay  and  ATM. 
Alcatel  provides  a  platform  for  broadband  multiservice  access 
which  supports  40  transmission  interfaces,  including  ATM 
dynamic  routing,  ADSL,  G.Lite,  SDSL,  IDSL,  IP,  cell  and  Frame 
Relay.  Because  it  is  CORBA  compliant,  Alcatel  solutions 
integrate  easily  into  standards-based  network  management 
systems. 
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For  more  information  on  Alcatel, 
visit  www.alcatel.com 


STARTUP 
SNAPSHOTS 


Power  X 

NETWORKS 


Paul  Johnson,  continued  from  page  4 


POWERX  NETWORKS  www.powerxnetworks.com 
CEO:  Robert  C.  Frostholm 
FOUNDED:  April  1996 
EMPLOYEES:  100 


MARKET  NICHE:  Intelligent  switch  fabric  for 
the  optical  internet 

VISION:  PowerX  Networks  is  a  leading  supplier 
of  high  performance  intelligent  switch  fabric 
systems  for  the  optical  internet  and  metro- 
politan area  network  access  market. 

VALUE  PROPOSITION:  PowerX  is  an  independent  company 
offering  a  switch  fabric  that  can  integrate  with  any  network 
processor.  Combining  our  switch  fabric  with  a  best-of-breed 
network  processor  maximizes  fairness,  quality-of-service  and 
speed.  This  combined  intelligence  gives  our  customers  a  com- 
petitive advantage  as  they 
drive  the  optical  internet. 


TOP  LAYER  NETWORKS 

CEO:  Bruce  Cohen 
FOUNDED:  January  1997 
I  EMPLOYEES:  165+ 


lop 
layer 

perfecting  tbe  if.  at  oermsr*  security 

www.  TopLayer.com 


MARKET  NICHE:  Network  security 

VISION:  Perfection  -  keeping  networks  totally 
safe  and  secure  -  is  our  goal.  We  strive  to  put 
intelligence,  speed,  and  power  throughout  the 
security  infrastructure  -  to  become  the  central 
nervous  system  for  serious  security  solutions. 

VALUE  PROPOSITION:  Top  Layer's  AppSwitch  has  a  unique, 
ASIC-based  Layer  7  architecture  that  makes  it  faster  and  more 
powerful  than  traditional  Layer  2,  3,  or  4  devices.  The  AppSwitch 
can  look  deep  into  every  packet  and  perform  stateful  analyses 
of  every  application  flow,  even  over  Gigabit-speed  links.  We  can 
design  and  implement  sophisticated,  multi-tiered  security 
solutions  that  go  beyond  the  protection  of 
standalone  firewalls. 


XTERA  COMMUNICATIONS 


XTERA 


vuww.xtera.com 


CEO:  Jon  Bay  less 
FOUNDED:  May  1998 
EMPLOYEES:  100 

MARKET  NICHE:  Long-haul  &  ultra  long-haul 
I  optical  networks 

j  VISION:  Xtera  Communications  Inc., 
I  is  an  optical  networking  startup  developing 
turnkey  subsystems  for  long-haul  and  ultra 
long-haul  fiber  optic  communications  systems.  Its  mission  is  to 
redefine  network  capacity  and  distance  with  the  utilization  of  its 
patented,  breakthrough  technologies. 

VALUE  PROPOSITION:  Xtera  partners  with  system  vendors  to 
provide  carriers  the  bandwidth,  distance,  and  Gblkm  cost 
improvements  required  for  true  all-optical  networking. 


"These  are  not  kids  in  a  garage, 
these  are  fully  trained  professionals 
with  20  to  25  years  of  experience. " 


PJ:  From  my  perspective,  equipment  vendors  are  tc 
carriers  what  Intel  was  to  PC  manufacturers.  Inte 
brought  new  and  innovative  technology,  Microsoft 
brought  interesting  software  and  the  combination  die 
tated  what  kind  of  system  they  could  introduce  and  ai 
what  price  and  flexibility.  In  this  case,  the  vendors  art 
quickly  progressing  with  innovative  technologies  thai 
allow  new  types  of  carrier  networks  to  be  built. 

BPC:  The  big  telecom  giants-the  Lucents,  Nortels  anc 
Alcatels-have  traditionally  dominated  that  market.  Bui 
driving  the  latest  wave  of  technology  are  a  large  num- 
ber of  small,  innovative  startups.  Who  is  going  to  win 
that  battle? 

PJ:  It's  the  one  topic  I  spend  the  most  time  debating  in 
my  mind.  I  am  learning  that  there  is  a  lot  to  be  respect- 
ed among  the  big  companies,  in  terms  of  brand,  distri- 
bution, service  support  and  financial  power.  At  the 
same  time,  when  I  meet  with  these  young  companies,  ] 
am  blown  away  by  the  technology,  the  speed  at  which 
they  execute  and  the  management  teams.  These  are  not 
kids  in  a  garage,  these  are  fully  trained  professionals 
with  20  to  25  years  of  experience. 

It  reminds  me  of  when  Cisco  ten  years  ago  to  some 
degree  took  on  IBM  and  DEC.  People  have  forgotten 
how  powerful  IBM  and  DEC  were  at  the  time.  Today, 
Cisco  is  this  thirty-plus-billion  dollar  revenue  genera- 
tor with  a  three-hundred-plus-billion  dollar  capitaliza- 
tion. But  I  look  at  how  well  Juniper,  Redback  and  ONI 
or  SONUS  are  executing,  and  the  thought  is,  why  are 
these  not  the  next  Ciscos? 

The  response  is,  'wait  until  Cisco  focuses,  wait  until 
Lucent  gets  themselves  back  together,  look  how  pow- 
erful Nortel  is.'  Those  are  all  fair  arguments,  but  I 
don't  think  people  fully  appreciate  how  quickly  these 
young  companies  are  growing.  Are  the  old  companies 
going  out  of  business?  No.  Are  the  new  companies 
going  to  become  very  large?  I  think  some  will. 

BPC:  Doesn't  this  wave  of  startups  also  benefit  the 
gorillas  of  the  game  like  Cisco,  because  they  can  pick 
and  choose  the  best  technology  through  acquisition? 

PJ:  That  certainly  has  been  a  strategy  at  which  they 
have  been  very  successful.  Currently,  the  game  is 
changing  and  the  capital  markets  are  starting  to  catch 
on.  Looking  at  the  valuations  of  companies  like 
Juniper,  Redback,  ONI,  Corvis,  Sycamore  and  Ciena, 
they  are  becoming  prohibitively  expensive  for  even 
Cisco  to  acquire. 

So  yes,  conceptually  you  are  right,  but  it  sure  feels  like 
the  horse  is  out  of  the  barn. 

continued  on  page  12 
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ANTERN  COMMUNICATIONS 


Gigabit  Ethernet-it  sounds  like  something  out  of  a  V 
Star  Trek  episode.  Actually,  Gigabit  Ethernet  is  a 
blindingly  fast  (one  billion  bits  per  second)  form  of 
data  communications. 

Ethernet  is  the  defacto  standard  for  most  local  area  data 
networks  today.  Annually,  more  than  100  million 
Ethernet  ports  are  installed,  making  it  the  world's  most 
widely  deployed  network  technology. 

With  Ethernet  solidly  entrenched  in  office  networks, 
engineers  have  now  turned  to  a  more  formidable  chal- 
lenge-extending its  reach  to  encompass  an  entire  metro- 
politan area,  while  at  the  same  time  boosting  its  top 
speed  by  a  factor  of  ten,  to  10  gigabits  per  second. 

At  present,  to  link  sites  across  town,  businesses  can  rent 
a  skinny,  1.5  megabits  per  second  (Mbps)  Tl  line  from 
the  phone  company  for  about  $500  per  month.  That  is 
about  to  change.  Using  new  technology  from  companies 
like  Lantern  Communications,  Inc.,  San  Jose,  Calif., 
service  providers  can  soon  offer  100  Mbps  links  that 
carry  Ethernet  traffic  for  the  same  monthly  investment. 

There  are  challenges  to  overcome.  Ethernet  was 
designed  for  local  networks  where  distances  are  meas- 
ured in  meters,  not  kilometers.  To  transport  Ethernet 
packets  across  a  metropolitan  area,  Lantern  is  support- 
ing a  new  architecture,  the  Resilient  Optical  Packet 
Ring,  that  will  carry  Ethernet  traffic  for  many  kilome- 
ters, at  speeds  up  to  10  gigabits  per  second. 


10  Gigabit  Networks: 

^  Not  Your  Father's  Ethernet 

Potential  users  of  this  new  technology  include  Global 
Crossing,  an  international  service  provider,  which  is 
planning  to  test  Lantern's  Metro  Packet  Switch  and  opti- 
cal ring  products. 

According  to  Mike  Coghill,  senior  vice  president  of  glob- 
al engineering  at  Global  Crossing,  "Lantern  has  devel- 
oped a  Resilient  Optical  Packet  Ring  switching  technol- 
ogy which  provides  a  viable  option  for  the  delivery  of 
Gigabit  Ethernet  services." 

Analysts  at  the  consulting  firm  RHK  are  predicting  a 
massive  expansion  of  data  traffic  on  metropolitan  area 
networks.  Lantern  Communications  is  well  positioned  in 
the  right  market  at  the  right  time  to 
meet  this  dynamic  demand  for  S  ^ 
broadband  bandwidth.  {  LRflTERfl 


Lantern  Communications  Inc.  builds  optical  access  solutions  for 
operators  of  metropolitan  area  networks.  The  company  is  pio- 
neering a  new  technology  to  carry  10  Gbps  Ethernet  services. 
Based"on  Lantern's  technology  and  architecture,  the  Lantern  sys- 
tem enables  service  providers  to  rapidly  and  effectively  deploy 
broadband  Ethernet  and  other  networking  services  with  assured 
quality-of-service.  Founded  in  early  1999,  Lantern  has  raised  $80 
million  in  two  financing  rounds,  has  over  7  7  5  employees,  with 
development  facilities  in  Ottawa,  Canada  and  headquarters  in 
San  Jose,  California. 


For  more  information  on  Lantern, 
visit  www.lanterncom.com 


Broadband  is  Not  Enough:  Telecom 
'  Carriers  Seek  Better  Business  Models 


Thanks  to  the  rapid  development  of 
next-generation  broadband  technologies,  telecom 
carriers  are  finding  that  simply  providing  high-band- 
width connectivity  is  becoming  a  low  margin  business. 
Future  revenue  and  profits  will  likely  come  from  the 
transition  to  intelligent  wireless  data  services. 

With  lower  profits  forcing  telecom  service  providers  to 
develop  new  business  models,  basic  transport  will  be 
integrated  with  more  lucrative  application  services.  One 
way  to  add  value  to  these  offerings  is  by  overlaying  a 
whole  array  of  information  services  that  leverage  intelli- 
gent network  technology. 

For  wireless  service  providers,  the  underlying  cellular 
network  serves  the  connectivity  needs  of  mobile  sub- 
scribers by  handing  off  calls  from  one  cellular  tower  to 
the  next  based  solely  on  signal  strength.  But  can  you 
imagine  the  possibilities  if  an  intelligent  network  was 
capable  of  tracking  and  linking  the  roaming  consumer 
to  a  database  of  local  merchants-say,  restaurants,  ATM 
machines  or  gas  stations? 

The  folks  at  Princeton,  N.J. -based  Eulix  Networks  have. 
In  fact,  Eulix  has  developed  a  unique  technology  plat- 
form that  allows  the  carrier  to  customize  how  traffic  is 
routed,  using  algorithms  that  assign  weights  and  execute 
discrete  applications  at  cellular  handoff  points  based  on 
correlated  databases  of  consumer  information. 


Using  the  DeltaX  service  access  platform,  a  company 
like  Verizon  PCS  could  create  a  virtual  network  to  pro- 
vide a  direct  fee-based  service  to  local  merchants,  such  as 
advertising  local  restaurants  to  drivers  on  a  highway  as 
they  go  from  one  cell  site  to  another. 

"That  means  we  can  help  carriers'  investments  in  exist- 
ing infrastructure  pay-off  today  and  then  down-the- 
road,"  said  Michelle  Kuplic,  Eulix  president  and  CEO. 
"We  are  the  mechanism  to  help  the  carrier  grow  into 
newer,  profitable  markets." 

It  sets  up  the  classic  win-win  scenario.  Carriers  get  a 
direct  path  to  profitability,  merchants  get  access  to 
customers,  and  consumers  can  make 
more  informed  purchase  decisions. 


euli* 


Startup  Eulix  Networks  was  spun  off  last  April  by  NEC  to  compete 
in  the  multiservice  access  and  trunking  gateway  markets.  Eulix 
designs,  develops  and  markets  intelligent  networking  products 
that  permit  seamless  scaling  of  broadband  networking  infrastruc- 
tures in  multiple  dimensions.  Its  DeltaX  super-aggregator  combines 
multiple  functions  into  one  flexible  and  powerful  programmable, 
multifaceted  platform  designed  to  be  integrated  with  existing 
infrastructure  for  both  wireline  and  wireless  services. 


Z  For  more  information  on  Eulix, 
M.  visitwww.eulix.com 


TACHION 


Even  though  we've  seen  V.  

a  wave  of  new  competi- 
tive players  take  on  established  telecom  carriers,  the 
fact  remains  that  in  the  local  exchange  market,  as  in 
politics,  the  incumbent  has  a  serious  advantage-if  you 
compete  on  their  terms.  Recognizing  this,  Los  Angeles, 
Calif.-based  TelePacific  Communications,  an  integrated 
telecommunications  provider,  is  using  new  applica- 
tions of  broadband  technology  to  change  the  rules  of 
the  game  in  the  network. 

TelePacific  offers  a  combination  of  local  and  long  dis- 
tance voice,  data  and  Internet  services  to  the  small  and 
medium-size  business  market  in  the  southwestern 
United  States.  To  gain  a  competitive  advantage  over 
incumbent  operators,  the  company  is  looking  at  next- 
generation  voice/data  switches  that  reduce  the  number 
of  network  elements  needed  to  roll  out  a  broad  array  of 
services,  such  as  Tachion  Networks'  Fusion  5000 
Central  Office  switching  system. 

The  flexible  architecture  of  the  Fusion  5000  serves  as  a 
'collapsed  central  office,'  consolidating  multiple  net- 
work functions-switching,  signaling,  call  control  and 
service  mediation-into  a  compact  platform.  At  the  top 
of  its  replacement  list  is  the  venerable,  and  expensive, 
central  office  'Class  5'  switch.  These  massive,  multi-mil- 
lion dollar  systems  represent  a  significant  capital  cost 
hurdle  for  new  competitive  carriers.  Tachion's  cutting- 
edge  technology  represents  a  viable  alternative  for  carri- 
ers offering  converged  services. 


TelePacific  Finds  that  Collapsing 

the  Central  Office  Cuts  Costs 


"TelePacific  is  thus  able  to  offer  all  the  basic  and 
advanced  services  as  the  local  telephone  company,  but  at 
a  lower  price  point  because  we're  able  to  deploy  a  plat- 
form that  is  less  capital  intensive,"  says  Mike  Lee,  chief 
technology  officer  at  TelePacific.  "That  makes  it  easier 
for  us  to  get  into  a  market  faster  because  it 
doesn't  require  the  usual  up-front  capital,"  he  added. 

To  efficiently  deploy  broadband  services,  TelePacific  has 
developed  a  'smart-build  strategy,'  in  which  each  node 
connects  directly  to  the  Internet  and  the  public  switched 
telephone  networks.  But  they  still  need  separate  back- 
office  systems  for  data  and  voice. 

"Converging  all  of  that  intelligence  into  one  platform 
enables  us  to  further  reduce  our  costs  because  we  won't 
have  to  capitalize  two  environments,"   says  Lee. 
"Most  importantly,  we  can  then  pass 
those  savings  on  to  our  customers." 


1  A  ^UI^Li 


Based  in  West  Long  Branch,  N.J.,  Tachion  Networks  builds  next- 
generation  networking  infrastructure  equipment  that  enables 
communications  service  providers  to  achieve  higher  profits  while 
expanding  geographic  coverage  and  packet-based  service 
portfolios.  Founded  in  1996  by  veterans  of  Lucent/Bell  Labs,  the 
company  includes  personnel  from  Siemens,  Cisco,  AT&T  and 
Telecordia. 


Z  For  more  information  on  Tachion 
m.  visit  www.tachion.com 
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BPC:  We  have  seen  in  the  past  few  months  a  retrench- 
ment among  the  carriers.  Some  analysts  think  that 
because  revenues  are  trending  down,  expenditures  on 
equipment  will  be  cut  back,  which  will  hurt  the  equip- 
ment vendors.  What  do  you  expect  to  see  in  the  next 
year? 

PJ:  In  my  opinion,  the  economics  of  the  carrier  business 
are  changing.  The  governments  of  the  world  want  more 
competition  in  telecom.  Therefore,  in  certain  segments 
the  carrier  business  is  deteriorating.  Meanwhile,  other 
segments  are  very  healthy  and  some  of  the  newest  areas 
will  prove  to  be  very  interesting  growth  opportunities. 

I  bet  spending  grows  again  in  2001.  Will  it  grow  as 
robustly  as  in  the  last  two  years?  Perhaps  not,  because 
some  of  the  smaller  carriers  have  been  crunched,  and 
because  the  capital  markets  are  becoming  more  difficult. 
There  is  a  growing  recognition  that  the  carrier  business- 
es are  going  to  be  very  competitive,  maybe  for  the  first 
time  ever,  certainly  in  the  U.S.  and  outside. 

Some  of  these  big  carriers  are  not  particularly  well  run. 
They  were  utilities  for  a  long  time,  and  are  now  forced 
to  change  their  stripes,  which  is  rather  difficult  to 
accomplish.  This  could  possibly  cause  some  softness  in 
the  first  part  of  the  calendar  year.  There  may  even  be  a 
little  dip  in  the  growth  rate  for  the  whole  year,  but  to 
suggest  somehow  they  can  back  off  from  this,  is  in  my 
mind  ludicrous. 


"/  bet  spending  grows  again  in  2001. 
Will  it  grow  as  robustly  as  in  the  last 
two  years?  Perhaps  not 


The  original  premise  was  that  customers  wanted  band- 
width. There  are  three  to  five  million  users  that  have 
pent-up  demand  for  broadband  services  in  the  U.S.  and 
currently  cannot  receive  it.  That  will  not  go  away.  As 
long  as  the  demand  is  there,  there  will  be  pressure  on 
carriers  to  deliver  the  services.  If  the  big  carriers  are 
unable,  the  small  carriers  will  figure  out  the  right  busi- 
ness model  to  deliver  those  services. 

I  have  often  likened  this  to  the  'prisoners'  dilemma',  a 
famous  classic  economic  problem.  If  everyone  is  caught 
committing  a  crime  and  keeps  mum,  it  is  quite  possible 
that  everyone  will  get  off  scot-free.  But  if  even  one  per- 
son squeals,  it  produces  a  house  of  cards,  so  everybody 
squeals. 

This  holds  true  for  carriers.  If  everybody  would  hold 
back  on  spending,  they  could  pull  it  off.  However,  the 
moment  one  breaks  rank  and  begins  to  spend  funds 
building  this  next-generation  network,  the  rest  of  them 
will  be  forced  to  do  the  same.  Our  outlook  is  the  carri- 
ers will  have  no  recourse  other  than  to  squeal,  rj 
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Dallas  Initiates  E-Government 

Deep  in  the  Heart  of  Texas 


We  decided  on  a  state-of  the-art 
system,  which  meant 
voice-over-IP. " 

-Dan  McFarland,  CIO,  City  of  Dallas 


Urban  renewal  today  is  not  just  about  highways  and 
concrete  and  steel.  In  the  City  of  Dallas,  it's  about 
building  an  integrated  information  and  communica- 
tions infrastructure  that  connects  government  offices 
to  each  other  and  to  its  citizenry.  The  City  is  complete- 
ly revamping  its  legacy  environment  with  a  compre- 
hensive, broadly  deployed  voice-over-IP  (VoIP)  plat- 
form. In  so  doing,  Dallas  becomes  a  true  e-municipality. 

The  Dallas  city  government's  current  hodge-podge  of 
data  networks  (five  in  all)  were  not  able  to  commu- 
jnicate  with  each  other  because  they  were  each 
; built  to  different  standards.  And  on  the  voice 
;>ide,  an  antiquated  system  wasn't  meeting 
;the  government's  needs.  Both  will  soon 
fade  into  memory. 

;"We  wanted  to  make  the  City  more 
<productive  and  efficient  by  providing 
^-government  services,  which  meant 
replacing  the  existing  system,"  said 
iDan  McFarland,  CIO,  City  of  Dallas. 
'"We  decided  on  a  state-of-the-art  sys- 
tem, which  meant  voice-over-IP." 

i  After  an  exhaustive  request  for  proposal  process,  the 
City  selected  SBC  Communications'  Southwestern  Bell 
unit  to  provide  the  integrated  voice  and  data  network 
solution,  in  partnership  with  Cisco  Systems. 

"We  felt  very  comfortable  with  SBC  because  SBC  is  a 
major  distributor  of  Cisco  equipment,  and  we  felt  that 
Cisco  is  going  to  be  the  world  leader  in  VoIP  technolo- 
gy," declared  McFarland. 

Moreover,  SBC  was  willing  to  accept  the  City's  chal- 
lenge to  build  a  scalable,  unified  network. 

'SBC  agreed  to  service  level  agreements  that  we  jointly 
established.  We  understand  that  we're  on  the  leading 
:dge  with  this  technology.  But  we  also  believe  very 
strongly  that  the  proposed  solution  will  work,"  said 
VIcFarland. 

With  a  total  project  cost  of  $33  million  over  five  years, 
SBC  hopes  to  have  all  the  major  locations  up  and  oper- 
ational by  July  2001,  with  the  City's  entire  communica- 
tions infrastructure  running  on  the  new  VoIP  platform 

jy  the  summer  of  2002.  The  existing  voice  system  will 
iitay  in  place  as  the  City  government  rolls  over  to  the 

VoIP  system. 

'This  technology  is  going  to  be  the  vehicle  that  makes 
pity  employees  much  more  efficient  in  terms  of  accessing 
nformation  and  communicating  across  the  network," 


stated  Curtis  Browne,  regional  vice  president  of  major 
accounts  for  Southwestern  Bell.  "With  one  readily 
accessible  network,  government  service  delivery  will  be 
much  faster  and  more  efficient.  We're  building  the  foun- 
dation on  which  e-government  applications  ultimately 
will  thrive." 

The  system  will  have  performance  monitoring  tools  to 
determine  bandwidth  requirements  in  the  backbone  and 
assure  quality-of-service  (QoS)  as  voice  transmissions 
are  layered  on  the  data  network.  Voice  quality  will  have 
the  highest  priority,  followed  by  data  integrity. 

An  analysis  of  the  City's  communications  infrastructure 
sold  the  City  of  Dallas  on  the  idea  of  converging  voice 
and  data  on  the  same  network. 

"It  was  a  sound  business  decision,"  assert- 
ed McFarland.  "Our  data  network  was 
antiquated  and  not  secure  and  our  voice 
network  was  literally  crumbling.  We 
would  have  had  to  spend  more  than 
$15  million  to  rebuild  the  five  exist- 
ing networks,  and  another  $25  mil- 
lion to  upgrade  the  phone  system, 
which  we  would  have  had  to  main- 
tain ourselves." 

"Moreover,  convergence  means  stan- 
dardization," he  added.  "And  that 
means  we're  able  to  maximize  savings  on  our  pur- 
chases, reduce  training  expenses,  and  increase  the  effi- 
ciency of  our  personnel  because  it's  one  converged  sys- 
tem instead  of  one  voice  and  five  separate  data 
networks." 


SBC 


Dan  McFarland,  City  of  Dallas  Chief 
Information  Officer,  (seated)  and 
Curtis  Browne,  Southwestern  Bell's 
Regional  Vice  President,  Major 
Accounts 

SBC  Communications  Inc.  and  its  affili- 
ated companies  provide  a  full  range  of 
voice,  data,  networking  and  e-business 
services. 


SBC  has  announced  a  roadmap  for  the 
introduction  of  a  broad  range  of  business  telephony  offerings 
that  will  enable  its  customers  to  realize  the  benefits  of  unified 
communications  networks  based  on  Internet  Protocol. 

The  company  is  making  best-in-class  IP  telephony  solutions  avail- 
able to  customers  such  as  the  City  of  Dallas.  SBC's  IP  telephony 
offering  enables  businesses  to  succeed  in  the  broadband-pow- 
ered, 'always  on'  world  and  meet  business  goals  by  enabling  a 
new  breed  of  productivity-enhancing  tools,  increasing  network 
manageability  and  lowering  support  costs.  This  process  includes 
extensive  qualification  testing  at  its  SBC  Technology  Resources, 
Inc.  applied  research  labs  and  successful  customer  beta  testing. 


i  For  more  information  on  SBC, 
1     visit  www.sbc.com 
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TECHNOLOGY 


The  Science  of 

Small 

We  don't  quite  have  microscopic  robots  yet,  but  nanotechnology 
is  already  here,  in  your  sunblock  and  antifungal  foot  powder. 


BY  JONATHAN  FAHEY 

JAMES  VON  EHR  LOVTS  ACORNS. 
What  the  rest  of  the  world  sees 
as  squirrel  chow,  Von  Ehr  sees 
as  a  perfect  woodmaking  ma- 
chine, with  the  necessary  en- 
erg)*  supply,  tools  and  complete  instruc- 
tions wrapped  in  a  small  package.  If 
nature  can  make  these  machines,  Von 
Ehr  reasons,  man  can  at  least  come  close. 
And  if  there's  a  buck  to  be  made  in  it, 
humans  will  eventually  figure  out  a  way. 
That  time,  he  believes,  is  near. 

So  near  that  Von  Ehr,  a  50-year-old 
software  minimogul,  has  spent  S14  mil- 
lion of  his  5200  million  fortune  fund- 
ing Zyvex  of  Richardson,  Tex.  Von  Ehr 
hopes  to  be  the  first  entrepreneur  to 
start  selling  submicroscopic  robots  that 
can  fabricate  from  any  combination  of 
molecules  a  limitless  array  of  superior 
materials — maybe  even  hardwood. 

"We  have  the  ability  to  eliminate  the 
material  scarcity  that  has  driven 
mankind.  But  we  have  to  build  a  brand- 
new  industry  from  ground  zero,"  says 
Von  Ehr,  who  sold  his  software  firm, 
Altsys,  to  Macromedia  for  SI  12  million 
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in  stock  in  1995. 

The  nebulous  field  of  nanotechnol- 
ogy, freighted  with  as  much  hype  as  le- 
gitimate promise,  boils  down  to  the 
process  of  manipulating  matter  on  a 
molecular  scale  (a  nanometer  is  one- 
billionth  of  a  meter,  about  the  width  of 
ten  hydrogen  atoms).  Scientists  foresee 
a  day  when  they  can  churn  out  virus- 
size  computers,  cancer-munching  ro- 
bots swimming  through  arteries  and 
desktop  factories  assembling  watches 
out  of  dust. 

Nanotechnology  has  lured  the  likes 
of  IBM,  Motorola  and  Dow  Chemical, 
as  well  as  new  entrants  like  Zyvex,  to  the 
pursuit  of  efficient,  miniature  materi- 
als. Last  year  Hewlett-Packard,  along 
with  a  team  of  scientists  from  UCLA, 
proved  the  ability  to  make  a  switch  that 
could  be  turned  off  and  on,  like  a  tran- 
sistor, out  of  a  single  organic  molecule 
called  a  catenane.  This  year  they  intend 
to  test  a  16-bit  circuit  smaller  than  a 
virus.  It  is  conceivable  that  organic  cir- 
cuits will  someday  overtake  silicon  in 
the  race  to  electronic  miniaturization. 

"Because  of  nanotechnology,  we'll 


j  ee  more  changes  in  the  next  30  years 
ihan  we  saw  in  all  of  the  last  century," 
(.ays  Mihail  Roco,  the  nanotechnology 
iidviser  to  the  White  House.  The  federal 
government  has  created  a  $422  million 
iund  for  public  sector  nanoresearch. 
Zyvex,  billing  itself  as  the  first  mole- 


cular nanotechnology  company,  is  aim- 
ing for  nanoproducts  that  are  at  least 
ten  years  from  realization,  if  they  are 
even  possible.  Von  Ehr  started  up  in 
1997,  buying  ten  powerful  micro- 
scopes— one  for  $350,000 — and  build- 
ing a  chemistry  lab,  machine  shop  and 


RESEARCH 

clean  room  in  a  20,000-square-foot  fac- 
tory that  hasn't  shaken  its  new-car 
smell.  Zyvex  grew  from  15  people  in 
1999  to  29  last  year,  and  Von  Ehr  plans 
to  double  in  size  annually  for  the  next 
several  years. 

What  started  out  as  a  plan  to  spend 
$2  million  to  $3  million  a  year  for  ten 
years  has  evolved  into  an  ambitious  ef- 
fort to  raise  and  spend  $300  million 
over  eight  years.  Late  last  year  he 
brought  in  two  veteran  Texas  Instru- 
ments managers  to  focus  efforts  on 
nearer-term  products,  such  as  micro- 
electronic machine  parts  maybe  several 
thousand  nanometers  across,  to  bring 
in  some  research  money. 

Von  Ehr  is  already  frustrated  with 
the  pace  of  progress  in  his  search.  In 
one  room  chemists  are  fabricating  a 
range  of  organic  molecules  they  hope 
will  function  as  mechanical  compo- 
nents. The  scientists  across  the  hall  are 
fiddling  obsessively  with  the  Volkswa- 
gen-size microscopes  to  see  how  the 
molecules  work  together,  and  testing 
their  strength  and  stability.  The  staff  has 
yet  to  produce  any  splashy  discoveries. 

Just  customizing  research  tools  at 
Zyvex  can  take  a  high-tech  eternity.  A 
year  and  a  half  ago  Zyvex  scientists 
used  a  microscope  to  pick  a  silicon 
atom  off  a  silicon  wafer,  a  feat  in  and  of 
itself.  But,  realizing  they  needed  better 
manipulators  in  the  microscope,  they 
put  the  atom  down  and  spent  15 
months  redesigning  the  machine's  vac- 
uum chamber.  Zyvex  turned  out  thou- 
sands of  parts  for  the  tool,  and  the 
chamber  had  to  be  sent  away  for  retro- 
fitting. Soon  the  physicists  will  be  able 
to  work  freely  with  the  dendrimers — 
or  burr-like  molecules — -cooked  up  by 
Zyvex's  chemists. 

While  Zyvex's  whitecoats  tinker 
away,  tangible  products  from  nanotech 
research  are  already  around  us.  IBM 
squeezes  20  gigabytes  of  data  per  square 
inch  onto  tiny  disks  readable  only  by 
heads  made  of  magnetic  films  a  few 
nanometers  thick.  Toyota  has  com- 
bined polypropylene  and  rubber  at  the 
nanometer  scale  to  make  a  bumper  that 
is  as  rigid  as  the  usual  4-millimeter 
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AFFORDABLE  COLOR  COPIERS 


The  Toshiba  FG22  color  copier  boasts  our  exclusive  Color  Inline  Printing  System, 
which  makes  it  the  fastest,  smallest  and  most  affordable  copier  in  its  class.  Delivering  an 
unprecedented  9600x600  dpi  color  resolution,  this  champ  comes  network-capable  so  you  can 
print  remotely  and  color  scan  on  the  fly.  In  short,  it's  a  whole  lot  of  copier  for  very  little  coin. 
For  more  information  on  our  copiers,  fax  machines  and  printers  visit  copiers.toshiba.com. 
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bumper  but  almost  60%  thinner. 

The  only  publicly  traded  nanotech 
pure  play  with  measurable  sales  is 
Romeoville,  111. -based  Nanophase  Tech- 
nologies, which  probably  lost  more  than 
$4  million  on  $4.2  million  in  sales  last 
year.  Its  initial  successes  are  in  some 
rather  mundane  products,  including  zinc 
oxide,  the  white  goopy  sunblock  that 
looks  attractive  only  on  a  lifeguard's  nose. 

The  traditional  method  for  making 
zinc  oxide  is  to  grind  it  into  crystals 
about  200  nanometers  wide.  Nanophase 
can  make  them  50  nanometers  wide, 
which  renders  the  zinc  oxide  transpar- 
ent— no  more  white  goop- — since  each 
crystalline  particle  is  small  enough  to 
allow  harmless  light  to  pass  through. 
Sunburn-causing  ultraviolet  light,  with 
its  shorter  wavelengths,  bounces  off  the 
particles  and  never  makes  it  to  the  skin. 

Nanophase  produces  these  particles 
by  first  vaporizing  zinc  rods  in  a  3,000- 


degree  plasma  arc  reactor,  essentially  a 
giant  blowtorch.  Clusters  of  zinc  atoms 
then  mix  with  a  reactive  gas,  usually 
oxygen,  and  cool  into  a  solid.  Nine 
hundred  million  of  these  zinc  oxide 
crystals  could  be  spread  across  the  head 
of  a  pin  in  a  single  layer. 

The  company  shipped  250  tons  of 
zinc  oxide  powder  last  year;  customers 
include  BASF  (for  use  in  sunblocks)  and 
Dr.  Scholl's  (for  use  as  an  antifungal 
agent  in  foot  powder).  "We're  not  going 
to  spend  shareholders'  money  trying  to 
make  nanobots  and  fuel  cells,"  says 
Chief  Executive  Joseph  Cross. 

Markets  are  opening  everywhere. 
Nanophase's  tiny  aluminum  oxide  mol- 
ecules fit  so  tightly  together  that  they're 
making  vinyl  flooring  up  to  five  times 
more  scratch-resistant  than  the  regular 
version.  The  Navy  uses  Nanophase's  alu- 
minum and  titanium  oxides  to  recon- 
dition worn  steering  mechanisms  in 


submarines.  With  less  wear  and  no  ba 
nacle  growth  on  the  bow  planes  used 
steer,  the  Navy  expects  to  save  $100  mi 
lion  a  year  once  fully  implemented. 

Nanometer-size  materials  occur 
around  us  in  nature,  but  it  was  only 
years  ago,  thanks  to  IBM's  introductio 
of  the  scanning  tunneling  microscop 
that  scientists  began  to  observe  an 
manipulate  materials  at  the  atom 
level.  The  blue  pigment  Mayans  used 
paint  temple  walls  1 ,400  years  ago  w; 
made  of  particles  only  about 
nanometers  across.  They  fit  so  tight 
together  they  are  nearly  impervious  t 
rain  and  sun,  outlasting  all  other  color 

Zyvex's  Von  Ehr  is  prepared  to  wor 
another  20  years  to  perfect  his  first  sel: 
replicating  nano-construction  worker 
"Having  a  lot  of  money,"  he  says,  "ha 
allowed  me  to  do  something  bigge 
than  I  could  have  otherwise." 

Or  much,  much  smaller. 


The  Nanotech  Racing  Form 


Thermal 


Solid 
precursor 
(metal  wire) 


Powder  room:  Metal  rods  are  vaporized  into  5-  to  10-atom  clusters  in 
Nanophase's  reactors  and  sized  into  50-nanometer-wide  crystal  powders. 


WHAT:  Nanopowders 

HOW:  Tiny  crystals  of  metal- 
lic oxides  used  to  make  wear- 
resistant  coatings  and  super- 
tough  plastics. 
WHEN:  Now 
WHO:  Nanophase 
ODDS:  1-5 

WHAT:  Tumor  bombs 

HOW:  Nanoshells,  made  of 
gold-plated  silica,  enter  tu- 
mors and  get  irradiated  with 
infrared  light.  Cancer  cells 
perish,  healthy  cells  live  on. 
WHEN:  Less  than  2  years 
WHO:  Nanospectra 
ODDS:  3-1 


WHAT:  Nanocircuits 

HOW:  Individual  molecules, 
functioning  as  both  a  switch 
and  a  bit,  are  connected  with 
wires  just  3  nanometers 
across,  about  the  size  of  a 
virus.  To  be  tested  this  year, 
but  don't  expect  to  work  on 
them  for  a  while. 
WHEN:  10  years 
WHO:  Hewlett-Packard 
ODDS:  10-1 

WHAT:  Denser  than 
dense  memory 

HOW:  Scientists  at  IBM  are 
using  natural  attractive 
forces  to  coax  individual 


molecules    into  ex- 
tremely regular  pat- 
terns. Instead  of  storing 
a  bit  across  hundreds  of 
particles,  they  hope  to 
store  a  bit  per  particle. 
WHEN:  15  years 
WHO:  IBM 
ODDS:  15-1 


WHAT:  Nanotubes 

HOW:  These  carbon 
structures  are  100  times 
stronger  than  steel  and  one- 
sixth  the  weight.  Near-term 
uses  include  flat-panel  dis- 
plays and  radar  absorption 
on  Stealth  planes.  Longer 
term,  scientists  see  uses  in 
molecular  circuits.  Dream- 


IBM  is  coaxing  4nm-wide  iron-platinum 
particles  into  neat  rows  (right),  in  hopes 
of  squeezing  more  than  2  terabytes  of 
memory  per  square  inch,  a  fiftyfold 
increase  from  current  prototypes  (left). 


HP  intends  to  build  a  virus-size, 
16-bit  circuit  using  these  3nm- 
wide  lines  of  erbium  silicide. 


ers  talk  of  using  them  ti 
make  bridges  and  satelliti 
tethers,  but  at  $500  a  gran 
don't  count  on  it. 
WHEN:  2-20  years 
WHO:  Carbon  Nanotech 
nologies.  Inc. 
ODDS:  4-1  (flat  displays) 
100-1  (bridges) 

WHAT:  Einstein-Maker 

HOW:  Nanoelectrodes  sen 
into  your  brain  to  double  the 
number  of  synapses,  dou- 
bling your  intelligence. 
WHEN:  Yeah,  right 
WHO:  No  one  yet 
ODDS:  1,000,000-1 
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Mass  production  creates  supply.  Supply  inspires  definition.  Aerie  Networks 
is  building  the  largest  capacity,  lowest  cost  broadband  network  ever  conceived. 
Designed  for  432  Corning  LEAF  optical  fibers  spanning  the  country.  A.  platform 
to  host  an  infinite  number  of  new  users  and  applications.  Offering 
the  freedom  to  define  how,  when  and  where  network  connections  are  made. 
Aerie  Networks.  Mass  Produced  Bandwidth."  User  Defined  Networks."  ACCEPTING  RESERVATIONS  TODAY 


Counterspy 

Big  companies,  tired  of  being  attacked, 
are  using  new  tools  to  go  after  hackers. 

BY  SRIKUMAR  S.  RAO 

MICHAEL  LYLE  HAS  NO  PROBLEM 
stooping  to  the  hacker's  level  in 
the  information  war.  During 
one  of  his  frequent  3  a.m.  prowls  on  In- 
ternet Relay  Chat,  the  21 -year-old  chief 
technology  officer  of  Recourse  Tech- 
nologies came  across  a  braggart  who 
claimed  to  have  shut  down  a  site.  The 
hacker  spoke  of  a  tool  called  Mstream 
that  bombards  servers  with  junk  data 
from  many  different  sources.  Posing  as 
a  hacker  named  Icee,  Lyle  swapped 
some  code  for  a  copy  of  Mstream. 
Within  a  week  he  had  reverse-engi- 
neered it,  and  sent  out  a  warning  to  his 
colleagues  in  the  security  community. 

Such  countertactics  are  in  demand 
as  companies  realize  the  passive  ap- 

_MQREIHAN  30,000  "HOW  IQJHACK1'  WEBJSI] 


proach  to  cyberwar — 
firewalls,  intrusion  de- 
tection systems — is  get- 
ting them  nowhere. 
More  than  30,000  "how 
to  hack"  Web  sites  pro- 
vide tools  to  would-be 
interlopers.  Providing  tools  to  take  back 
the  night  is  big  business.  "Sooner  or 
later,  companies'  defenses  will  get 
busted.  Now  they  can  fight  back,"  says 
Frank  Huerta,  president  of  Recourse 
Technologies  in  Palo  Alto,  Calif.,  one  of 
the  leading  arms  merchants. 

Firms  responding  to  the  latest 
Computer  Security  Institute/FBI  study 
claim  that  costs  from  security  breaches 
doubled  in  2000.  Security  software  firm 
McAfee  estimates  that  cybertheft  and 
vandalism  cost  the  economy  $20  billion 
a  year.  No  wonder  companies  want  to 
take  the  offensive,  arming  themselves 
with  potent  software. 

Two  hot  new  weapons  are  "honey 
pots"  and  tracers.  A  honey  pot  is  a  fake 
server  set  up  to  trap  the  unwitting  in- 


truder. Once  inside,  an  alarm  is  trippe 
and  the  hacker's  every  keystrok 
method  of  entry  and  manner  of  attac 
is  covertly  scrutinized.  Tracers  are  sui 
veillance  algorithms  powerful  enoug 
to  follow  a  hacker's  tangled  itinerar 
back  to  its  origin,  whether  an  Intern* 
service  provider  or  a  specific  Interne 
Protocol  address. 

The  notion  of  honey  pots  has  bee 
around  for  decades  but  never  caught  oi 
because  a  good  decoy  server  was  tol 
labor-intensive  to  set  up,  and  the  infoi 
mation  in  it  quickly  became  stale.  A 
alert  hacker  would  quickly  smell  a  rus^ 

Recourse  was  founded  in  1999  b 
two  colleagues  at  the  Web-hosting  firr. 
Exodus  Communications — Huerta, 
former  marketer,  and  Lyle,  a  top  secu 
rity  expert.  Their  plan  was  to  come  u] 
with  a  better  honey  pot.  Its  ManTra] 
product,  released  in  October  1999,  cai 
automatically  and  easily  simulate 
credible  environment  and  continuous! 
updates  it.  "A  hacker  can  read  e-mail 
calling  for  a  marketing  meeting  or  ; 
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Around  the  world,  the  future  of  Visual 
Technology  looks  bright  with  ViewSonic" 


Welcome  to  the  Visual  Revolution7." 

We  have  entered  the  new  information 
economy.  Where  demand  for  niched 
content,  e-commerce,  business 
information  and  entertainment  will 
be  supplied  through  a  variety  of 
visual  and  communication  products 
and  services  from  ViewSonic. 

ViewSonic  is  leading  the  visual 
technology  revolution  with  OptiSync™ 
digital  displays  and  networked 
internet  appliances  designed  for  B2B 
and  B2C  commerce.  Look  for  our  lat- 
est display  technology  and  Internet 
appliances  designed  to  deliver  the 
ultimate  visual  communications 
experience  across  the  world  wide  web. 

ViewSonic,  the  #1  best  selling 
monitor  and  display  company  in  the 
USA*  is  working  hard  to  lead  the 
visual  technology  revolution  in  the 
information  economy.  Welcome  to 
the  Visual  Revolution?" 

For  more  information  visit: 
www.VjewSonic.com 


The  Visual  Technology™  Company 


(300)  888-8583  •  Specifications  subject  to  change  without  notice.  •  Copyright  ©  2000.  ViewSonic  Corporation  •  Corporate  names  and  trademarks  stated  herein  are  the  property  of  their  respective  companies 
•  ViewSonic  ranks  as  United  States'  #1  best  selling  Hat  panel  display  by  DisplaySearch  ( 02  '00 )  and  the  leading  non-captrve  monitor  brand  by  Stanford  Resources,  Inc.  I  Monitrak  01  '00 )  •  All  rights  reserved 


TfcL HflULUliT  [  oUr  I W Ant  

back-office  tryst.  When  he  comes  back 
the  next  day  he  will  find  minutes  of  the 
meeting  and  a  love  note  on  how  good 
the  tryst  was,"  says  Huerta. 

Eugene  Schultz,  research  director  at 
security  consulting  firm  Predictive  Sys- 
tems, tested  ManTrap  at  Purdue  Uni- 
versity and  found  that  hackers  stayed 
30%  longer  and  came  back  more  times 
than  with  rival  product  Deception  Tool 
Kit  from  Fred  Cohen  Associates. 

ManTrap's  honey  pot  can  be  so  re- 
alistic that,  on  one  occasion,  a  Recourse 
programmer  inadvertently  enteied  one 
and  made  changes  without  realizing  he 
was  in  the  wrong  server.  ManTrap, 
which  costs  $25,000  for  four  "cages," 
protects  against  inside  jobs,  too.  Within 
weeks  of  installing  ManTrap,  a  large 
telecommunications  company  caught 
two  employees  trying  to  access  confi- 
dential salary  and  personnel  informa- 
tion. "We  intend  to  set  up  another 


honey  pot.  There's  no  telling  how  many 
bad  apples  we  have,"  says  the  firm's 
chief  security  officer. 

Tracing  cybervandals  back  to  their 
lairs  is  a  harder  task.  Good  hackers  will 
disguise  their  origins  by  sending  pack- 
ets from  multiple  locations  on  the  Net 
to  more  accurately  map  an  entire  sys- 
tem. Recourse's  just-released  tracer, 
ManHunt,  can  correlate  this  isolated 
data-gathering  and  recognize  it  as  a 
prelude  to  an  attack. 

When  it  encounters  suspect  net- 
work data  traffic,  ManHunt  quickly 
maps  the  affected  area  and  assigns 
probabilities  to  possible  paths  used  by 
the  hackers  to  get  in.  It  then  checks  and 
eliminates  these  paths  one  by  one, 
using  something  called  Diikstra's  algo- 
rithm to  find  the  most  likely  route  from 
systems  administrator  to  point  of  entry. 

Chasing  a  hacker's  Internet  Proto- 
col address  across  the  network  pre- 


sents some  murky  legal  issues.  Tecr 
nically,  you  could  be  charged  wit 
trespassing  if  you  track  through  th 
private  servers  of,  say,  an  Internet  sei 
vice  provider,  without  its  permissior 
If  a  provider  isn't  already  a  ManHur 
customer,  Recourse  will  try  to  ge 
rights  of  way  by  sharing  informatio 
about  the  hacker's  behavior.  Man 
Hunt,  which  costs  $170,000  to  run  o 
one  server  with  four  microprocessor: 
is  still  working  on  getting  its  firs 
dozen  customers. 

Recourse's  next  product,  TipOf: 
will  tell  a  company  if  its  network  ha 
been  hacked  and  check  network  in 
tegrity.  The  better  it  works,  the  more  i 
will  push  customers  to  buy  ManTrap  o 
ManHunt.  Not  a  bad  strategy.  I 

Srikumar  S.  Rao  is  Louis  and  Johann, 
Vorzimer  Pro  fessor  o  f  Marketing  at  Ne\ 
York's  Long  Island  University. 

You've 
Got 

Expertise 

What  your  colleagues  don't 
know  you  know,  intrusive 
e-mail-parsing  software 
will  tell  them. 

BY  VICTORIA  MURPHY 

A QUESTION  ABOUT  WIRELESS 
technology  arose  at  a  recent 
meeting  of  15  senior  Texaco  and 
Chevron  employees.  All  the  supposed 
experts  chimed  in,  except  for  the  one 
guy  who  knew  the  most:  quiet  Lyle 
Meier.  "He  was  too  shy  to  admit  how 
much  he  could  add  to  the  conversa- 
tion," says  John  M.  Old,  Texaco's  di- 
rector of  information  systems. 

Worse,  Meier's  colleagues  inside  Tex- 


Tacit  Knowledge  Systems'  David  Gilmour  sees  the  future  of  information  in  your  inbox. 
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I    have    the    Power  to  Compete 


Our  network  is  our  business,  so  I  can't  take  a  chance  that 
our  information  isn't  protected  around  the  clock.  When  the 
stakes  are  rhis  high,  I  rely  on  the  security  management 
leader  thousands  of  companies  trust:  Internet  Security 
Systems.  As  security  pioneers,  their  experts  help  me 
determine  the  right  mix  of  products  and  outsourced 
services.  Now  I  focus  on  our  strategic  e-business  goals, 
confident  I  have  the  best  security  for  my  networks,  servers 
applications  and  desktops.  There's  no  question  Internet 
Security  Systems  gives  me  a  competitive  advantage  by 
helping  protect  against  financial  loss  and  legal  liability. 
Their  power  to  protect  gives  us  the  power  to  compete. 

To  power  your  network  with  security  management 
from  Internet  Security  Systems  visit  www.iss.net  or 
call  1-800-776-2362. 
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aco  weren't  aware  he  had  the  expertise 
they  were  looking  for.  Then  one  man- 
ager used  his  laptop  and  some  nifty  new 
software  to  do  an  impromptu  search  of 
the  word  "wireless"  in  company  e- 
mails — and  unearthed  Meier's  name. 
He  was  asked  to  join  the  conversation. 

Specialization  and  expertise  spread 
through  companies  and  flourish  in  un- 
seen pockets,  but  few  managers  are  cer- 
tain who  knows  what  among  their  ranks. 
Now  some  software  firms  believe  the  an- 
swers lie  in  company  e-mails,  and  they 
are  pushing  intrusive  sifting  software  to 
categorize  an  employee's  strengths  based 
on  the  content  of  his  missives. 

Texaco's  team  used  software  from 
three-year-old  Tacit  Knowledge  Systems 
of  Palo  Alto,  Calif.  With  100  employees 
and  $12  million  in  funding  from 
Reuters  and  Draper  Fisher  Jurvetson, 
Tacit's  founder,  David  Gilmour,  has  al- 
ready signed  up  Texaco  and  J.  P.  Mor- 
gan Chase  &  Co.;  he  counts  KPMG  as  a 
trial  customer. 

His  competition  includes  London- 
based  Autonomy  (FORBES,  Apr.  3, 2000), 
which  has  been  parsing  e-mail  for 
searchable  content  since  1996.  In  Janu- 
ary IBM's  Lotus  division  launched  Dis- 
covery Server,  and  Microsoft  is  slated  to 
unveil  its  entry,  code-named  Tahoe,  this 
spring.  The  applications  troll  through 
corporate  e-mails,  Microsoft  Word  files 
and  Web  page  searches  and  extract  tacit 
knowledge  (useful  stuff  you  know  about 
that  no  one  bothers  to  ask).  The  insights 
are  put  into  a  database  of  searchable 
links  to  those  e-mails,  or  a  knowledge 
map  charting  employee  expertise  within 
a  company. 

The  privacy  implications  are  a  little 
creepy — do  you  really  want  e-mails  you 
intended  for  a  few  colleagues  to  be  ac- 
cessible to  thousands?  But  the  potential 
is  promising.  E-mails  can  carry  up  to 
75%  of  a  company's  communication, 
according  to  Gartner,  a  research  firm. 
The  average  user  spends  four  hours  a 
day  creating,  reading  and  forwarding 
30  e-mails,  probably  an  aggressive  esti- 
mate. Most  of  that  content  gathers  dust 
in  an  inbox. 

While  the  I  otus  and  Microsoft 
products  link  workers  to  stored  docu- 


ments, Tacit  Knowledge  aims  more  at 
linking  workers  to  one  another.  It  puts 
people  in  touch  with  in-house  gurus 
strictly  by  targeting  key  words  from  the 
flow  of  e-mails.  Tacit's  application  runs 
in  the  background,  creating  a  knowl- 
edge profile,  for  every  employee  by  fol- 
lowing what  Gilmour  dubs  "a  series  of 
breadcrumbs,"  oft-used  phrases  ex- 
tracted from  e-mail  exchanges. 

When  users  search  for  a  topic,  they 
see  a  list  of  phrases  with  relevance 
scores,  select  one,  and  the  "expert"  who 
originated  that  phrase  is  notified.  Un- 
less experts  choose  to  publicly  identify 
themselves  with  a  specific  phrase, 
Tacit's  matchups  are  blind  dates.  Ex- 
perts can  accept  or  refuse  to  help  the 


►  I :  y  the  \\  urn  he  rs. 


E-mail  Overload 

There  is  no  ebbing  in  sight.  We'll 
exchange  more  e-mails  and  stuff  those 
e-mails  with  even  more  juicy  content. 


Total  time  per  day 
the  average  business  user  devotes 
to  "organizing"  e-mail— tasks  such 
as  filing  and  deleting. 


I 


Predicted  increase  in  mailbox 
volume  every  year  until  2004. 


Predicted  increase  in  average 
size  of  e-mails  by  2004. 


Source:  Gartner. 


questioner.  If  the  questioner  is  rejected, 
he  never  learns  who  turned  him  down. 

All  these  applications  begin  the 
hunt  for  relevant  content  through 
brute-force  means  such  as  matching 
phrases  and  ranking  them  by  their  fre- 
quency. Gilmour  admits  this  is  a  weak- 
ness. "We  don't  solve  the  hard  problem. 
We  just  give  you  the  phrases  associated 
with  you."  They  have  yet  to  make  full 
use  of  more  advanced  tools  such  as  nat- 
ural language  processing,  which  distin- 
guishes parts  of  speech  and  establishes 
which  ideas  are  core  to  any  tract.  Nat- 
ural language  processing  would  realize 
that  a  sentence  containing  "Boston" 
and  "Celtics"  is  a  reference  to  the  bas- 
ketball team,  not  a  group  of  Irish 
tourists  in  New  England. 


But  there  are  many  bugs  to  work 
out.  KPMG's  trial  run  of  Tacit's  software 
determined  that  Bernard  Avishi,  then- 
director  of  intellectual  capital,  was  an 
expert  in  150  phrases  containing  the 
word  "new,"  such  as  New  Economy 
and  New  York,  because  his  e-mailed  re- 
sume mentioned  his  published  work  in 
several  publications  with  the  words 
New  York  in  their  titles.  Avishi  spent  45 
minutes  cleaning  up  his  profile  and  says 
he  will  have  to  devote  30  minutes  more 
each  month  as  his  profile  evolves. 
Avishi  remains  optimistic.  He  is 
launching  a  knowledge-management 
application  with  a  KPMG  spinoff  that 
plans  to  use  Tacit's  technology. 

When  the  big  chemical  firm  Air 
Products  tested  Microsoft's  Tahoe  e- 
mail  software,  the  search  engine  was 
unable  to  discern  between  a  "run"  that 
processes  a  load  of  chemicals  in  a 
batch  reactor  and  a  paint  "run"  that 
occurs  when  paint  scratches  too  eas- 
ily. "We'd  look  for  something  under 
one  name  and  get  a  lot  of  false  hits," 
says  George  Witmer,  a  company  tech- 
nology manager. 

In  addition,  employees  may  not  ap- 
preciate being  contacted  every  time  a 
colleague  has  a  trivial  question.  Al- 
though users  can  choose  whether  to 
share  e-mails  with  the  public,  a  com- 
pany could  penalize  those  who  are  shy 
about  granting  such  access.  Already, 
several  European  companies  are  inter- 
ested in  using  Autonomy's  knowledge- 
mapping  software  to  set  bonus  levels. 

Barry  Mahon,  who  advises  large 
firms  like  Unilever  and  Pricewater- 
houseCoopers  for  the  London-based 
technology  consultant  TFPL,  says  this  is 
likely  to  spark  controversy.  "How  can 
willingness  to  share  be  judged?  Just  be- 
cause someone  is  spouting  out  tons  of 
information  doesn't  mean  it's  quality 
information,"  he  says. 

Big  consulting  firms  may  balk  at  the  e- 
mail  approach.  Accenture  (ne  Andersen 
Consulting)  has  its  own  knowledge  sys- 
tems for  stored  documents,  and  "I'm  not 
sure  we'd  be  any  less  overwhelmed  by  in- 
formation if  we  threw  e-mail  in,"  says 
Thomas  Davenport,  a  knowledge-man- 
agement consultant  with  the  firm.  F 
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than  ever  before.  So  when  the  quarter  closes  and  the  Board  is 
waiting,  you'll  have  the  answers,  even  if  you're  out  of  the 
office.  Do  you  know  where  your  money  is?  Call  1-888-773-8277. 
We'll  help  you  find  out. 
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orks  better  when  everything  Works  together. 


Digital  Tools  By  Stephen  Manes 


Lessons  From  Gizmof  est 


ONCE  UPON  A  TIME  YOU  COULD  BUY  A  TV  OR  A 
camera  and  figure  out  how  to  use  it  in  minutes. 
Today  my  multifunction  TV  remote  has  six  but- 
tons marked  "TV,"  enough  to  challenge  Ph.D.  can- 
didates. Sorting  out  the  pros  and  cons  of  digital 
TV  or  recordable  DVD  formats  can  amount  to  a  career. 

But  at  the  recent  Consumer  Electronics  Show  in  Las  Vegas 
the  complication  and  confusion  built  into  new  digital  prod- 
ucts went  largely  unmentioned  by  executives  amid  all  their 
hype  about  "consumers,  convenience  and  convergence"  and 
the  "digital  lifestyle."  As  usual,  most  of  their  products  are  ac- 
tually weeks  or  months  away  from  reaching  the  market,  so  the 
annual  gizmofest  is  something  of  a  crystal  ball. 

Particularly  interesting,  as  usual,  were  high-end  items 
that  initially  seem  unaffordable — as  DVD  players  once  did. 
At  this  year's  show  several  technologies  stood  out. 

Digital  displays  Digital  video  comes  in  formats  ranging  from 
DVD  to  high-definition  television.  Now  screens  are  increas- 
ingly digital,  too.  Texas  Instruments  displayed  a  clutch  of  pro- 
jection TVs  and  digital  projectors  based  on  its  Digital  Light 
Processing  (DLP)  technology,  which  uses  a  chip  with  hundreds 
of  thousands  of  tiny  mirrors  flipping  back  and  forth  thou- 
sands of  times  a  second.  Panasonic's  52-inch  DLP  model  was 
clearly  sharper  than  its  other  projection  TVs.  You  can  run  right 
out  and  pick  one  up  for  a  mere  513,000. 

Plasma  screens  are  even  more  expensive,  priced  up  to 
$19,000  for  a  50-inch  screen,  but  many  of  this  year's  models 
looked  much  better  than  their  predecessors.  Since  they're 
flat,  you  can  hang  them  on  the  wall,  but  then  you  have  to 
worry  about  how  to  hide  the  dangling  cables.  JVC  was  tout- 
ing a  still  different  technology  called  Direct  Drive  Image 
Light  Amplifier, 
which  offers  even 
higher  resolution 
than  today's  DLPs  in 
a  61-inch  unit  that 
can  handle  a  fully 
digital  data  stream 
encoded  with  Holly- 
wood-friendly copy 
protection,  making  it 
arguably  the  most 
digital  of  all. 

Smaller  displays 
are  getting  better,  too.  Sanyo's  booth  fea- 
tured very  attractive  little  color  screens 
codeveloped  with  Kodak,  using  the  up- 
and-coming  Organic  Light  Emitting 


Sony's  digital 
radio-in-a- 
cradle  captures 
satellite  signals 
in  home  or  car; 
Inviso's 
eShades  are 
screens  for  • 
your  eyes  only. 


Diode  (OLED)  technology. 
Their  luminous  pixels  save 
power  by  eschewing  a  back- 
light. Expect  to  see  these 
screens  in  organizers  and  cell 
phones  soon. 

Even  tinier  head-mounted 
displays  were  shown  by  Inviso 
of  Sunnyvale,  Calif,  and  Col- 
orado Microdisplay  of  Boul- 
der. Using  a  technology  called 
Liquid  Crystal  on  Silicon  at 
an  800-by-600-pixel  resolu- 
tion, these  are  the  first  head- 
mounted  units  I've  tried  that 
look  clear  and  sharp.  But  nei- 
ther Colorado's  monocular, 
meant  to  mate  with  a  wear- 
able computer,  nor  Inviso's 
eShades  binocular  model 
with  audio  earbuds  was  ad- 
justable enough  to  suit  this 
glasses-wearer. 

Watch  the  skies:  Satellite 
radio  broadcasting  direct  to 
cars  is  about  to  arrive,  offer- 
ing more  choice  and  digital  quality  sound.  Two  companies, 
XM  Satellite  Radio  and  Sirius  Satellite  Radio,  unveiled  com- 
peting and  incompatible  systems  that  promise  to  deliver  100 
channels  for  about  S10  a  month  once  you  buy  a  special  re- 
ceiver and  antenna  for  about  $300.  Eventually  manufactur- 
ers may  create  in-car  tuners 


Electronics  makers 
hype  "convenience 
and  convergence" 
and  the  "digital 
lifestyle"  but  ignore 
complication  and 
confusion. 


that  work  with  both  systems, 
but  when  they  go  live  this 
summer,  you  must  choose 
one.  What  happens  when  you 
cruise  amid  the  canyons  of 
New  York  or  hurtle  through  a 
tunnel  out  of  satellite  view? 
Terrestrial  repeaters  deployed 
in  major  markets  are  sup- 
posed to  solve  that  problem. 
But  XM  may  have  another 
problem.  Unlike  Sirius,  its 
satellites  are  not  yet  in  orbit, 
and  a  scheduled  Jan.  8  launch 
was  postponed  until  late 
February. 
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For  Internet  access  via  satellite,  there  are  two  new 
choices.  StarBand  works  with  dishes  compatible  with  the 
Echostar  system  and  is  already  available  at  about  $70  per 
month  plus  a  $600  installation-and-equipment  fee.  Hughes 
Network  Systems'  DirecPC,  which  already  offers  satellite 
downloads  but  uses  a  phone  modem  in  the  other  direction, 
will  soon  add  "satellite  return"  for  dishes  compatible  with 
the  DirecTV  system.  Prices  have  not  yet  been  announced. 
With  either  system,  you  share  bandwidth  with  others 
around  the  country,  so  connection  speeds  vary.  The  goal, 
says  StarBand's  Web  site,  is  150  kilobits  to  your  computer 
and  50  from  it  in  peak  evening  hours,  faster  at  other  times. 
That  may  not  be  worth  the  fees,  unless  DSL  and  cable  service 
are  unavailable. 

Motorola's  new  I-Radio  promises  data  accompaniment 
for  motorists  using  Global  Positioning  System 
satellites  to  keep  track  of  a  car's  whereabouts.  It  of- 
fers directions,  traffic  alerts  and  other  informa- 
tion via  a  wireless  cellular  link  from  a  remote 
server  rather  than  a  CD  in  the  car.  But  relying 
on  a  device  that  depends  on  consistent  cellular 
service  may  be  an  exercise  in  optimism. 

Home  again:  Last  year's  home-networking 
demonstrations  from  Sun  and  Microsoft  have  re- 
sulted largely  in  more  demonstrations.  Consumer 
products  employing  Sun's  Jini  network  technology 

Two  competing  systems  promise  digital  radio 
sent  from  satellites  to  cars.  Two  other  systems 
offer  Internet  access  via  signals  from  space. 


fered  by  cable  systems  or  sold  at  retail.  They,  too,  suffer  f 
severe  limitations,  but  at  least  they  should  be  cheap.  So 
$499  e  Villa  sounds  surprisingly  like  the  female  antagc 
in  some  Saturday-morning  cartoon.  In  fact,  it's  a  big-sc: 
Internet  appliance  that  shows  signs  of  intelligent  design, 
the  ability  to  play  music  from  the  Web  while  you  surf- 
it  retains  most  of  the  shortcomings  of  its  kin. 

Net-enabled  gizmos:  If  you  can  dream  it  up,  you  can  c 
nect  it  to  the  Web.  Show  hopefuls  touted  several  Web- 
abled  radios,  home  security  devices  and  even  an  alarm  d 
Anybody  who  needs  an  Internet-connected  clock  has 
too  much  time  on  his  hands. 

Media  stars:  Just  about  every  year  new  storage  media  n 
age  to  delight  and  confuse.  One  of  this  year's  darlings 
Secure  Digital  (sd)  flash  media,  1 
thumbnail-size  memory  chips  designe 
keep  content  unpirateable  and  to  fit 
tiny  devices — in  direct  competition  \ 
Sony's  MagicGate  Memory  Stick. 

Dataplay  optical  disk:  Stores 
nearly  as  much  as  a  full-size  CD 
in  about  one-tenth  the  space. 


and  Microsoft's  competing  Universal  Plug  and  Play  were 
again  conspicuous  by  their  absence.  Maybe  next  year. 

But  many  vendors  now  offer  home  gateways,  devices 
that  take  a  broadband  connection  and  distribute  it  among 
computers  and  other  Net-enabled  devices — a  process  even 
trickier  for  users  than  it  sounds.  Networking  over  home 
power  lines,  an  oft  -tried  scheme  that  has  not  yet  worked 
well,  shows  signs  of  impending  usability.  Wireless  systems, 
particularly  those  using  a  standard  called  802.11b,  are 
gaining  adherents.  One  amusing  concept,  given  Califor- 
nia's energy  woes,  comes  from  Sausalito,  Calif.-based 
Coactive  Networks:  Let  the  power  company  monitor  your 
usage  and  turn  off  your  lights  at  peak  hours  in  exchange 
for  a  discount. 

More  appliances:  This  year's  Internet  appliance  vogue  is 
the  wireless  tablet  that  will  let  you  surf  the  Web  from  any- 
where in  the  house.  Exactly  who  might  pay  $800  to  $1,200 
for  such  a  thing,  not  counting  a  wireless  link  for  your  PC  or 
gateway,  remains  a  mystery.  TVs  with  built-in  browsers  ap- 
peared in  several  flavors,  as  did  digital  set-top  boxes  to  be  of- 


Dataplay's  optical  disk  will  hold  nearly  as  much  data 
CD  in  a  package  about  one-tenth  the  size.  Like  a  CD,  it  car) 
stamped  with  prerecorded  data,  but  unlike  a  CD,  it  can 
be  recorded  onto  (though  not  erased).  Far  cheaper 
megabyte  than  the  flash  memory  it  is  meant  to  replace, 
format  is  backed  by  the  likes  of  Toshiba,  Samsung  and  U 
versal  Music  Group.  But  establishing  a  new  format  is  trea 
erously  difficult,  particularly  in  a  world  where  CD-R  dii 
cost  just  pennies  and  new  CD  players  that  can  read  MP3  f 
are  arriving  almost  daily. 

New  formats  can  stump  even  the  biggest  players.  Jl 
look  at  DVD+RW,  the  only  rewritable  DVD  format  tha 
compatible  with  most  current  DVD  players.  After  a  lc 
delay,  recorders  should  be  out  this  summer,  but  even  Son) 
ostensibly  one  of  the  +RW  leaders — is  hedging  its  bets  by 
fering  a  unit  that  also  supports  a  different  format,  DVD-fl 
Meanwhile,  Compaq  and  Apple  are  offering  recordable  □ 
drives  in  their  new  high-end  computers.  The  format:  1 
write-once  DVD-R. 

Convergence  or  confusion?  You  make  the  call! 


Stephen  Manes  (steve@cranky.com)  is  the  cohost  of Digital  Duo,  a  weekly  public  television  series.  Find  past  columns  k  1 

afwww.forbes.com/manes  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly.  WL 
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Nowadays,  not  providing  your  Internet  customers  with  high- 


speed access  just  might  inspire  them  to  make  a  high-speed  exit  -  from  your  subscriber  listing.  That's  a  problem  that  requires 
DSL  Solutions.  From  Verizon.  This  dedicated  network  allows  you  to  provide  faster,  better  access  to  the  Net,  without  having 
to  spend  a  lot  of  money  building  your  own.  Your  customers  will  enjoy  the  latest  in  technology  and  speed  -  up  to  1.5  Mbps. 
And  DSL's  flexibility  and  "always-on"  capability  will  not  only  bolster  your  revenues  and  retention  efforts  but  will  give  you 
a  real  edge  over  competitors  who  don't  offer  it.  So  give  your  customers  what  they  want.  Before  somebody  else  does. 
Call  our  Wholesale  Group  at  Verizon  today  at  1-888-483-9594,  or  visit  us  at  verizon.com/wholesale. 
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International  Growth 
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Overall  Morningstar  Rating"  as  of  11/30/00.  Tumi  rated  for  the  overall 
period  among  1,226  international  equity  funds.  Past  performance  is  niv 
guarantee  of  future  results. 

For  each  fund  with  at  least  a  three-year  history,  Morningstar  caladates  a 
Morningstar  Rating'  metric  each  month  by  subtracting  the  return  otl  a 
90-day  U.S.  Treasury  Bill  from  the  fund's  load-adjusted  return  for  the  same 
period,  and  then  adjusting  this  excess  return  for  risk.  The  top  10%  of  funds  in 
each  broad-asset  class  receive  5  stars,  the  next  22.5%  receive  4  stars,  the  next 
35%  receive  3  stars,  the  next  22.5%  receive  2  stars  and  the  bottom  10% 
receive  1  star.  The  Overall  Morningstar  Rating  for  a  fund  is  derived  from  a 
weighted  average  of  the  performance  figures  associated  with  its  three-,  five- 
and  ten-year  (if  applicable)  Morningstar  Rating  metrics.  Each  fund  is  rated 
exclusively  against  U.S.  domiciled  domestic  equity  funds. 
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Best  Buys  148  &  165  -  Stock  Funds  168  •Foreign  Funds  188 


|.  new  era  is  dawning  for  value  players,  the  stodgy 
iivestors  who  care  about  earnings  and  divi- 
jends.  After  years  as  laggards,  value  funds 
bundly  beat  their  rivals — the  growth  funds — 
1st  year.  If  you  are  worried  that  the  tech- 
eavy  Nasdaq,  at  102  times  trailing  earnings, 

still  endangered,  move  some  of  your 
rowth  stock  money  into  funds  that  lean  to- 
rard  value  stocks.  This  mutual  fund  survey  will 
elp  you  find  what  you  are  looking  for. 

In  "The  Return  of  Value  Funds"  (p.  146)  we 
lake  the  case  that  the  resurgence  of  value  is  far 

om  over;  we  also  show  our  Best  Buys  in  the  value  sector — funds  that  combine  low  cost  of  ownership 
nth  good  risk-adjusted  returns.  Starting  with  "Half-Breed"  (p.  152),  we  ask  four  value  fund  managers 
3  tell  what  they  are  thinking.  Another  tool  for  fund  investors  is  our  unique  up-  and  down-market  rat- 
ig  system  (p.  165).  If  you  are  turning  cautious,  go  for  funds  with  honor  grades  in  bear  markets.  Still 
worried?  Move  some  money  into  bonds.  On  page  162  you'll  encounter  the  redoubtable  William  Gross, 
'imco's  bond  fund  star,  who  delivered  a  12%  return  last  year  when  stocks  lost  you  money.  F 
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Wall  Street's  mood  swings  between  growth  stocks  and  value  stocks  tend  to  la: 
for  years.  The  mood  changed  in  2000.  If  the  historical  pattern  continues,  we'i 
in  for  a  few  more  years  of  better  performance  for  funds  that  buy  value  stocks, 


FOR  THE  PAST  DECADE  VALUE  FUNDS  HAVE  BEEN  THE 
wretches  of  the  investing  world.  While  tech  funds 
took  flight  with  double-digit  returns,  their  value 
counterparts  limped  behind,  burdened  with  stodgy 
companies  like  banks  and  food.  For  the  ten  years 
through  1999  the  tech-laden,  growth-worshipping  Janus 
Fund  turned  in  a  scorching  21%  annualized  return.  Value- 
conscious  Vanguard  Windsor  II  made  only  14%  a  year. 
Windsor  wanted  cheap  stocks,  which  usually  means  compa- 
nies valued  on  Wall  Street  at  low  multiples  of  their  earnings, 

dividends  or  book  value.  Janus  

owned  fast-growing  Cisco  and  Sun  BY  JAMES  M.  CLASH 
Microsystems,  damn  the  P/E  ratio. 

As  long  as  Cisco's  price/earnings  ratio  stayed  high,  its  stock 
price  climbed  at  the  same  rate  as  its  earnings,  which  were 
bounding  ahead. 

But  there  was  no  guarantee  that  Cisco's  P/E  would  stay 
put.  The  growth  game  came  to  an  abrupt  halt  on  Mar.  13, 
2000.  After  an  ungainly  330%  climb  in  just  over  18  months 
to  5049,  the  Nasdaq  index,  dominated  by  fast-growing  tech- 
nology stocks,  turned  back.  It  fell  51%  by  year-end.  Mighty 
Janus  lost  15%  last  year.  And  there  is  every  reason  to  think 
the  crash  is  not  over.  Trading  at  a  still-enormous  102  times 
trailing  earnings,  Nasdaq  must  shed  another  45%  to  get  back 
to  its  historic  market  average. 

Growth's  misfortune  has  been  value's  opportunity. 
Spooked  investors  have  dumped  yesterday's  glittering  tech 


stocks  and  grabbed  the  pariahs  of  1999  like  financials  a 
real  estate — prime  fare  for  value  funds.  By  the  end  of  1. 
year  the  Russell  3000  Value  Index  trounced  Russell's  Grow 
Index  counterpart,  8%  to  -22%.  Mutual  funds  followed  si 
The  average  value  fund  returned  10%,  outpacing  the  avera 
growth  fund  by  20  percentage  points. 

Remember  that  star  investor  of  yesteryear,  Warren  Buffe 
His  Berkshire  Hathaway  stock,  a  giant  value  mutual  fund 
drag,  gained  27%  last  year.  How  about  the  lesser-known  Jeror 
Heppelmann?  His  PBHG  Small  Cap  Value  Fund  quietly  gain 
33%  in  2000  (see  p.  152).  And  Win 
AND  NEIL  WEINBERG     sor  II,  managed  by  James  Barro 
rose  17%  (see  p.  154). 

As  2000  wore  on,  fund  investors  began  to  realize  th 
something  was  still  winning  in  a  dud  market.  The  long-stan 
ing  net  outflow  of  money  from  value  funds  turned  into 
$100  million  inflow  in  November,  says  research  firm  Strat 
gic  Insight.  Meanwhile,  growth  funds'  inflow  flagged,  fro 
$16.5  billion  in  November  1999  to  $4.5  billion  a  year  later, 
is  highly  likely  that  value  will  inch  past  growth  in  net  fkw 
very  soon.  Unless  other  investors — like  pension  fund  mai 
agers  and  individuals  buying  stocks — go  the  other  way,  vali 
should  get  the  upper  hand  in  its  arm  wresde  with  growth. 

Value  has  enjoyed  brief  moments  in  the  sunshine  in  th 
recent  past,  only  to  be  shoved  back  into  the  cellar.  Jitters  ov» 
Asia's  economic  meltdown  tempered  growth  fund  inflov 
and  let  value  funds  attract  slightly  more  investment  dollai 


runa  ourvey 


i  1997  and  early  1998.  Then  sexy  growth  funds  roared  back. 

Nevertheless,  a  strong  case  can  be  made  that  value's  run  is 
ist  beginning.  Part  of  this  is  psychological:  Many  techs,  par- 
cularly  those  with  small  or  nonexistent  earnings,  face  a 
High  time  wowing  sobered-up  Wall  Street  in  an  economi- 
illy  sluggish  year.  Most  value  fund  managers  are  schooled  in 
ie  disciplines  of  their  grand  vizier,  the  late  Columbia  Busi- 
ess  School  professor  Benjamin  Graham,  so  they  have  a  pen- 


chant for  solid  companies  with  good  earnings  that  bleeding 
investors  should  find  comforting.  Value  stocks'  still-afford- 
able prices  are  another  selling  point.  The  cheapest  100  stocks 
on  the  S&P  are  going  for  a  collective  ten  times  earnings. 

But  the  broader  argument  for  value's  ascendancy  stems 
from  the  cyclical  nature  of  investing.  Growth  had  been  up  for 
a  long  time  and  now  that  it's  catching  its  breath,  value  gets  a 
turn  at  being  kingpin.  "I'm  not  even  remotely  concerned  that 
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The  Best  Values  in  Value 


Below  are  Forbes'  Best  Buys  in  small-,  mid-  and  large-cap  value  funds.  All  are  no-loads  and  combine  good  risk-adjusted 
returns  with  low  annual  costs  of  ownership.  If  you  think  value  investing  is  the  way  to  go,  these  are  excellent  choices. 


MARKET 

,  MTAL 

RETURIL_ 

PERFORMANCE 

HSS6IS 

vfeignieo 

Median 

Annual 

Minimut 

▼ 

5-year 

1-year 

11/30/00 

average 

market  cap 

expenses 

initial 

UP 

DOWN 

FUND/800  number 

annualized 

(Smil) 

P/E 

(Soil) 

per  $100 

investme 

0 

_____ 

T  Rowe  Price  Small-Cap  Value/638-5660 

11.1% 

198% 

$1,276 

16 

$0.3 

$0.92 

$2,500 

c 

B 

Third  Avenue  Value/443  1021 

16.4 

20.8 

1,782 

23 

1.2 

1.10 

1,000 

c 

A 

Dodge  &  Cox  Stock  Fund/621-3979 

18.3 

16.3 

5,273 

20 

9.6 

0.55 

2.500 

F 

A* 

T  Rowe  Price  Capital  Appreciation/638-5660 

13.4 

22.2 

848 

16 

3.0 

0.88 

2,500 

B 

B 

Selected  American  Shares/279-0279 

22.4 

9.3 

4,795 

23 

62.5 

0.93 

1,000 

C 

A+ 

Clipper  Fund/776-5033 

20.1 

37.4 

1,128 

18 

13.9 

1.10 

5,000 

Five-year  return  12/31/95  through  12/31/00;  one-year  return  12/31/99  through  12/31/00.  Sources:  Forbes;  Upper  Inc.;  Morningstar.  Inc. 


value  will  die  an  early  death,"  says  Charles  Royce,  president 
and  portfolio  manager  of  the  venerable  Royce  Funds,  which 
have  been  listed  on  our  Best  Buys  and  Honor  Roll  rosters.  His 
flagship  fund,  Pennsylvania  Mutual,  has  posted  percentage 
returns  in  the  mid- teens  through  the  1990s. 

Jeremy  Grantham,  chief  strategist  at  Boston  money  man- 
ager Grantham,  Mayo,  Van  Otterloo,  has  a  little  formula  that 
explains  why  the  value  sector  is  on  the  upswing.  He  has  some 
credibility:  He  was  disparaging  dot-com  stocks  back  when  all 
the  smart  money  was  talking  about  a  new  paradigm  in  in- 
vesting (FORBES,  June  12,  2000).  Grantham  looks  at  the  aver- 
age price/book  ratio  for  the  125  S&P  500  stocks  with  the  low- 
est such  ratios,  then  compares  that  to  the  average  for  the 
whole  500.  Historically,  the  bottom  quartile  averages  a 
price/book  of  just  over  half  the  ratio  for  the  whole  market.  By 
last  March  these  bottom-dwellers  were  going  for  a 
price/book  one-fourth  that  of  the  overall  market.  A  recovery 
was  long  overdue. 

Grantham  says  value  stocks  stand  to  rise  50%  or  more 
over  the  next  three  to  six  years — meaning  double-digit  an- 
nual returns — even  if  the  market  as  a  whole  goes  sideways.  "I 
believe  history  repeats  itself,"  says  Grantham,  "and  what  is 
amazing  is  how  market  players  invariably  talk  themselves 
into  believing  it  won't." 

What  to  buy?  Among  value  funds,  the  small-company 
variety  offers  the  best  potential, 
says  Grantham,  because  these 
issues  have  trailed  the  most.  In 
2000,  small-capitalization  value 
funds  began  to  make  up  for  lost 
time,  returning  an  average 
17%,  while  large-cap  value 
managed  just  5.5%.  And  if  you 
have  a  hankering  for  the  low 
cost  and  tax  friendliness  of 
index  funds  whose  low  portfo- 
lio turnovers  don't  generate  a 
lot  of  capital  gains,  you  can 
avoid  the  growth-laden  S&P  500 
and  buy  a  fund  from  Vanguard 


History  Repeats,  Investors  Reap 


When  the  P/E  of  the  cheapest  quarter  of  S&P  500 
stocks  gets  particularly  cheap,  value  stocks 
historically  have  snapped  back  to  market  norms— or 
even  beyond  them.  That's  what  has  started  right  now 

_89% 

Outperf  ormancc  of  value 
H  Theoretical  return  from  trough 
H  Actual  return 


75% 


24% 


21% 


'As  of  Jan.  II.  Source:  Grantham.  Mayo.  Van  Otterloo  &  Co. 


that  replicates  the  value  portions  of  the  S&P. 

One  thing  to  be  watchful  for,  however,  is  that  your  val 
fund  is  really  a  value  fund.  As  growth  stocks  went  on  th< 
multiyear  tear,  "style  drift"  left  many  self-proclaimed  vali 
funds  larded  with  stocks  that  would  make  Ben  Graham  ga 
In  fact,  average  large-cap  value  funds  had  a  P/E  of  24  at  yea 
end  2000,  certainly  no  great  value  by  historical  standarc 
Why?  They  were  chasing  the  higher  returns  that  tech  (un 
last  spring)  could  deliver,  says  Thomas  Stevens,  portfol 
manager  for  Wilshire  Associates'  Target  Funds. 

Consider  Federated  Equity-Income,  a  large-cap  fund  wi" 
a  multiple  of  35,  put  in  the  value  category  by  Morningstc 
Among  its  top  ten  holdings:  Corning  (P/E,  80),  Pfizer  (P/ 
70)  and  Sun  Microsystems  (P/E,  52).  In  1999  the  fund  ei 
joyed  a  double-digit  return  of  17%.  Last  year  it  also  did  doi 
ble  digits:  -11%. 

Oddly,  some  techs  are  included  as  kosher  value  inves 
ments  because  of  a  statistical  anomaly  that  makes  the 
price/book  ratios  appear  low:  They  have  high  book  values ; 
a  result  of  acquisition  binges.  Buyout-happy  JDS  Uniphas 
the  fiber-optic  component  maker,  is  included  in  th 
S&P/Barra  Value  Index  because  of  its  low  1.9  price/book.  Y 
the  company  is  gushing  red  ink  and  trades  at  a  pricey  1 
times  sales. 

Does  that  mean  you  should  avoid  any  value  fund  with  tr 
scent  of  technology?  No.  Thir 
Avenue  Value  (see  p.  156),  for  e) 
ample,  has  a  slew  of  cheap  ele< 
tronic  component  makers.  Roy< 
holds  a  packet  of  companies  li} 
tech  consultant  Keane,  Inc.  an 
retail  software  outfit  JDA  Sof 
ware.  They  have  real  revenu< 
and  profits,  and  trade  at  less  tha 
a  dozen  times  forward  earnings 
The  table  gives  our  valu 
fund  Best  Buys.  For  more  infoi 
mation  on  funds,  includin 
what  types  they  are,  vis 
forbes.com/funds.  I 
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16%  16% 
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DON'T  BORROW  SOMEONE 
ELSE'S  HOMEWORK. 


A  simple  truth:  other  peoples  research  can  lead  you  astray. 

Which  is  why  the  portfolio  managers  of  the  Mutual 
Series  Funds  believe  the  best  way  to  reduce  risk  is  to  do 
their  own  digging.  And  draw  on  their  own  analysis.  Rather 
than  rely  only  on  secondhand  information,  our  multi-disci- 
plinary team  examines  a  prospective  investment  from  all  the 
angles  —  legal,  financial,  competitive,  etc .  —  to  uncover 
undervalued  securities  others  have  failed  to  see. 

Once  they've  identified  a  target,  the  homework  just 
begins.  Sometimes,  they  engage  cooperatively  with  the  com- 
panies they  invest  in,  to  be  a  catalyst  for  change. 


Sometimes  it  involves  cutting  overhead.  Sometimes  it  can 
lead  to  major  restructuring  or  merger.  In  short,  they'll  do 
what  they  think  it  takes  to  actively  help  increase  the  long-term 
value  of  their  shareholders'  investments. 

The  team's  activist  approach  has  proven  itself  through 
market  upswings  and  downturns.  It's  the  reason  why  we 
believe  Mutual  Series  Funds  could  be  a  credible  part  of  the 
foundation  to  your  overall  investment  strategy. 

We  invite  you  to  do  your  homework.  For  more  informa- 
tion, speak  with  your  investment  representative  or  call 
1-800-FRANKLIN  Ext.  P496. 


FRANKLIN  TEMPLETON 
INVESTMENTS 


MUTUAL  SHARES  FUND         •         MUTUAL  DISCOVERY  FUND         •         MUTUAL  BEACON  FUND         •         MUTUAL  QUALIFIED  FUND 


Franklin  Templeton  Distributors,  Inc.,  777  Mariners  Island  Boulevard,  San  Mateo,  CA  94404  Call  for  a  free  prospectus  containing  more  complete  fund  infor- 
mation, including  sales  charges  and  expenses.  Please  read  it  carefully  before  you  invest  or  send  money.  Investing  in  companies  involved  in  mergers,  reorganiza- 
tions and  liquidations  involves  special  risks.  mutualseries.com 
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How  does  Janus  scppe  out  a/g»od  ^riye^rhent?  Janus  zeros  in  on  a  company.  Tracks 
progress.  Where  has  it  been?  Where  is. it  headed? Janus  spends  time  with  the  management. 


Janus  Growth  and  Income  Fund 

With  Janus'  radar,  numbers 

IHREE  YEAR  . 

27.70% 

.  FIVE  YEAR 

29.05% 

LIFE  OF  FUND 

22.941 

like  these  come  to  light. 

irttiuai  .Wal  -feiurns  aiwi-  Mornin' 

*Mar  overall  raiin;  I 

mon£  2449  domestic  eijuitv  funds  a  ol  9  30  00. 

Half-Breed 

This  fellow  from  Pilgrim  Baxter  fails  to  qualify 
as  a  pure  value  manager.  But  he  has  made  an 
interesting  business  of  mixing  value  with  growth. 


J 


Small  Is  Big 


Open  just  three  years,  PBHG 
Small  Cap  Value  has  done  well. 
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BY  JAMES  M.  CLASH 

•ROME  HEPPELMANN,  MANAGER  OF  THREE  SMALL 
Pilgrim  Baxter  funds  that  have  "value"  in  their  names, 
1  turned  30  on  the  last  day  of  2000.  That  means  he  wasn't 
even  born  when  famous  value  guys  like  Warren  Buffett  and 
Martin  Whitman  were  already  running  money. 

But  Heppelmann's  results  don't  show  any  lack  of  experi- 
ence. Last  year,  the  first  decent  year  for  value  investors  since 
1997,  his  PBHG  Small  Cap  Value  Fund  returned  33% — 42 
percentage  points  above  a 
slumping  S&P  500  and  ahead  of 
both  Buffett  and  Whitman. 
Heppelmann's  Mid-Cap  Value 
and  Focused  Value  funds 
weren't  far  behind,  up  a  respec- 
tive 26%  and  25%. 

But  be  forewarned:  Heppel- 
mann  is  no  purist.  He  owns 
Grant  Prideco,  the  manufac- 
turer of  drilling  pipe  that  was 
spun  off  from  Houston-based 
Weatherford  International  last 
spring.  The  company,  at  a  re- 
cent $21,  trades  at  110  times 
trailing  earnings.  Heppelmann 
thinks  the  recent  spike  on  oil 
and  natural  gas  prices  will  lead 
to  higher  exploration  budgets, 

and  that  Grant,  with  65%  of  the  drill-pipe  market,  will 
benefit  the  most. 

Heppelmann  justifies  his  occasional  choice  of  high-P/E 
stocks  by  whipping  out  a  table  from  the  value  investing  bible, 
Security  Analysis,  by  Benjamin  Graham  and  David  Dodd.  The 
authors  say  that  the  multiple  you  should  be  willing  to  pay  for 
earnings  goes  up  as  bond  interest  rates  go  down.  With  the  yield 
on  long  Treasurys  at  6%  (it's  below  that  now),  a  company 
whose  earnings  are  expected  to  grow  20%  annually  over  the 
next  five  years  is  worth  36  times  trailing  earnings,  for  example. 
With  a  bit  of  extrapolation,  Heppelmann  calculates  that  his 
$245  million  Small  Cap  Value  portfolio,  with  average  expected 
growth  of  10%  to  15%,  is  worth  its  18  average  multiple  of 
earnings,  well  under  Graham  and  Dodd's  21  to  28  P/E  range. 

Graham  and  Dodd  aren't  here  to  defend  themselves,  but 
we  can  safely  say  they  would  be  happier  with  stocks  other 
than  Grant  Prideco  in  Heppelmann's  portfolios.  One  is  H&R 
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"I  don't  care  if  it's  5  or  50  times  earnings,  if  it 
is  a  good  company  and  has  a  high  probability 
of  making  money  for  my  clients,  I'll  buy  it." 

— Jerome  Heppelmann,  Pilgrim  Baxter 


Performance 

3-YEAR  ANNUA1JZED  RETURN 


17% 


Block,  whose  recent  $38  share  price  is  17  times  trailing  earn 
ings.  That's  just  70%  of  the  market  multiple.  Heppelmani 
says  upcoming  tax  law  changes  will  increase  the  complexity 
of  filing  and  will  drive  business  Block's  way.  At  these  levels,  h< 
says,  it  is  also  an  attractive  takeover  candidate. 

Another  genuine  value  stock  in  Heppelmann's  funds 
Texaco,  which  trades  at  2.5  times  book  value  and  has  a  divi 
dend  yield  of  3%.  Corresponding  figures  for  the  market  as  < 
whole:  6.5  times  book  and  a  dividend  yield  of  1.2%. 

Pilgrim  Baxter,  the  17-fund  group  in  Wayne,  Pa.,  ii 
known  for  a  growth  style.  But  in  1997  Pilgrim  dipped  inn 
value.  "We  wanted  to  even  out  our  business  risk,"  says  Hep 
pelmann,  who  joined  in  1994  after  two  years  at  SEI  Invest- 
ments. If  you  believe  value  investing  is  more  than  just  findinj 
the  lowest  P/E,  Pilgrim's  value  funds — all  no-loads  with  rea- 
sonable annual  expenses — are  worth  considering.  The  fund.' 
are  too  new  to  be  eligible  for  our  Best  Buys  list.  t 
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Febr 


(   DRAW  THE  bllieprintS    TO  YOUR  FUTURE 
AND  WE'LL  HELP  YOU  BUILD  IT.  ) 


Ma  in  Stay 


Funds 


MainStay  Funds  offer  consistency,  quality  and 
performance  for  those  focused  on  achieving  their 
goals.  Contact  your  financial  advisor  for  a 
prospectus  and  more  information. 

www.mainstayfunds.com    1  -800-MAINSTAY 


Investment 


PURSUE   yOlir  VISION  Management  LLC 


New  York  Life  Investment  Management  is  the  investment  advisor  to  the  MainStay  Funds.  Securities  are  offered  through  NY1.IFF.  Distributors  Inc., 
300  Interpace  Parkway,  Building  A,  Parsippany,  NJ  07054.  The  prospectus  contains  information  on  risks,  advisory  fees,  other  charges,  and  share  classes. 
Please  read  it  carefully  before  you  invest.  ©2001.  All  rights  reserved. 


Keep  the  Faith 

After  a  couple  of  brutal  years,  Jim  Barrow's 
Windsor  II  fund  is  again  clobbering  the 
competition.  Credit  fundamental  analysis. 


H 


The  Latest  Laugh 


Windsor  ll's  staunch  faith  in 
value  has  been  vindicated. 

700  Ratio  scale 
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BY  NEIL  WEINBERG 

IE  STILL  REMEMBERS  THE  VITRIOL:  "JIM  BARROW 
doesn't  know  what  he's  doing.  Get  rid  of  him."  That  is 
I  how  the  manager  of  Windsor  II  describes  calls  coming 
into  fund  company  parent  Vanguard  a  year  ago.  At  the  time, 
Windsor  II  was  on  a  dismal  run,  lagging  the  S&P  500  by  12 
percentage  points  in  1998  and  27  in  1999.  Fed  up,  investors 
were  withdrawing  more  than  $1  billion  a  month. 

Rather  than  fire  Barrow,  who 
manages  two-thirds  of  the  $24 
billion  fund  (Equinox,  Tuckman 
and  Vanguard  run  the  rest),  Van- 
guard Chairman  John  Brennan 
penned  him  a  note:  "We  believe 
in  you.  Stay  in  there." 

Brennan's  patience  paid  off. 
Windsor  II  returned  17%  last 
year,  soundly  whipping  the  S&P 
500's  10.1%  loss  and  edging  out 
Charles  Freeman's  original 
Windsor  fund  by  1  percentage 
point.  Thank  Barrow,  says 
Daniel  Wiener,  editor  of  the  In- 
dependent Adviser  for  Vanguard 
Investors.  He  figures  Barrow's 
chunk  of  Windsor  II  carried  the 
day  with  a  25%  return. 

Decidedly  old-school,  Bar- 
row has  no  PC  or  quote  terminals 

in  his  personal  office  at  Dallas  money  manager  Barrow,  Han- 
ley,  Mewhinney  &  Strauss.  He's  no  day  trader  and  is  a  stalwart 
adherent  of  long-term  investing.  Windsor  II's  portfolio 
turnover  is  a  mere  26%  yearly.  He  long  ago  stopped  worrying 
about  grand  economic  trends. 

Fundamental  analysis  is  his  thing.  "Like  Hansel  and 
Gretel,  we  follow  the  crumbs  through  the  woods,"  he  says. 

Barrow,  60,  is  sticking  to  the  formula  he  has  used  for  nearly 
four  decades:  Pay  some  attention  to  the  prospects  for  a  com- 
pany, just  as  a  growth  manager  would,  but  don't  buy  unless  it 
is  trading  at  a  low  multiple  of  its  earnings  or  book  value.  That 
means  don't  pick  up  the  walking  wounded,  which  sister  Wind- 
sor fund  buys  for  50  cents  on  the  dollar,  or  let  his  multiple 
creep  up.  If  he  had,  says  Barrow,  "Vanguard  would  have  gotten 
rid  of  me — and  should  have."  Windsor  II's  average  P/E  is  14. 

Windsor  II  bought  John  Hancock  Financial  last  March  at 
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"If  I'd  let  my  P/E  ratio  go  up  by  buying  stuff  I 
wouldn't  have  bought  a  few  years  ago,  Vanguard 
would  have  gotten  rid  of  me— and  should  have." 

— Jim  Barrow,  Windsor  II 


Performance 

10  YEAR  ANNUALIZED  RETURN 


17% 


$18.  Barrow  figured  its  below-average  P/E  of  9  and  above-avi 
erage  1 .7%  dividend  yield  would  pay  off  someday.  Hancock 
has  since  doubled.  Washington  Mutual  is  another  Windsor  II 
fixture;  the  thrift  will  easily  weather  any  downturn,  he  says. 
And  he  owns  Kmart.  Times  are  tough  for  retailers,  but  the 
discounter  has  increased  earnings  in  14  of  its  last  16  quarters, 
and  Barrow  says  it  will  handle  a  slowdown  well. 

Barrow  dumps  stocks  when  they  get  too  expensive,  as  Bris 
tol-Myers  Squibb  did.  Or  when  the  hope  of  cutting  losses  re 
cedes,  as  happened  with  Xerox.  "Some  people  get  into  the  soup 
and  just  sit  there  thinking  it's  nice  and  warm,"  he  says. 

As  if  to  admonish  himself  from  making  the  same  mistake 
Barrow  keeps  a  photo  of  Richard  Nixon  attached  to  a  signed- 
original  copy  of  Nixon's  resignation  speech  above  his  desk 

"It's  a  significant  piece  of  American  history  I  picked  u 
at  a  price  so  low  it  was  silly,"  says  Barrow,  true  to  form. 
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The  most  comfortable  seat  in  business 


bu've  flown  Qantas  Business  Class,  nothing  else  will  do.  Our  'Dreamtime  Seat'  comes  with  the  comfort  of 
electronic  adjustment  and  a  10  channel  personal  video.  Our  food  combines  a  unique  approach  to  freshness 
plicity.  Our  wines  speak  for  themselves,  and  the  service  is  courtesy  of  a  team  of  dedicated  flight  attendants, 
■r  travel  agent  or  Qantas  at  (800)  227-4500  and  make  a  comfortable  business  decision.  The  Spirit  of  Australia. 


www.aantas.com 


The  Vulture 

Martin  Whitman  has  been  known  to  buy 
distressed  debt,  when  it's  cheap  enough. 
Now  he's  buying  beaten-up  stocks. 


v 


Steady  and  Sure 


Third  Avenue  has  a  long-term 
record  even  growth  guys  envy. 
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BY  JAMES  M.  CLASH 

fALUE  INVESTING  NEVER  WENT  OUT  OF  FAVOR,  AS 
Martin  Whitman  sees  things.  Actually,  says  the  man- 
ager since  1990  of  the  New  York-based  Third  Avenue 
Value  Fund,  "It  just  became  noncompetitive  for  amateurs." 

Whitman,  76,  has  a  deep  perspective,  visible  in  his 
Value  Investing:  A  Balanced  Approach  (John  Wiley  &  Sons, 
1999,  $50).  A  longtime  Wall  Street  presence  at  several  large 
firms,  Whitman  opened  his 
own  shop  in  1974. 

One  of  his  tricks,  going 
back  to  the  early  1980s:  buying 
the  debt  of  companies  in  trou- 
ble with  a  view  to  getting  in 
cheap  on  the  equity  of  a  reorga- 
nized company.  That's  how  he 
ended  up  controlling,  at  one 
point,  a  big  equity  chunk  of 
Nabors  Industries,  an  oil  ser- 
vices firm.  That  deal  helped 
him  earn  his  later  sobriquet 
"the  Vulture." 

Whitman's  record  in  the 
Nineties,  a  time  when  growth 
mainly  dominated  value,  is  en- 
viable even  by  growth  man- 
agers' standards.  Over  the  last 
ten  years,  Third  Avenue  Value,  a 

Forbes  Best  Buy  value  fund  (see  p.  148),  produced  an  average 
19%  annual  return.  That's  a  point  above  the  S&P  500,  and 
with  a  third  less  volatility.  Last  year  the  fund  returned  21%. 

How  did  he  do  it?  Buying  into  well-run  companies  selling 
at  severe  discounts.  His  portfolio  trades  at  3  times  book,  well 
below  where  the  market  trades  (6.5  times).  The  fund  buys 
the  securities  of  companies  of  any  size  but  is  finding  the  best 
bargains  at  the  small  end.  "We  don't  pay  attention  to  caps  in 
this  fund,"  says  Whitman.  "Small  cap  picked  us." 

Whitman  will  pretty  much  hold  on  to  his  stocks — his 
portfolio  turnover  averaged  17%  for  the  past  five  years — until 
somediing  good  happens.  Sometimes  that's  a  takeover,  as  with 
Capital  Re  and  FSA  last  year,  which  brought  him  juicy  premi- 
ums. Whitman  gets  three  to  six  such  windfalls  a  quarter. 

Whitman  likes  low-debt  companies  with  strong  balance 
sheets.  A  surprising  one-third  of  Third  Avenue  Value  is  in 
tech.  But  look  at  the  prices.  He  owns  AVX,  the  manufacturer 
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Value  investing  never  went  out  of  favor.  It  just 
became  noncompetitive  for  amateurs.' 

— Marty  Whitman,  Third  Avenue  Value 


19% 


of  electronic  components.  Add  its  negligible  debt  to  its  comi 
mon  market  capitalization  and  you  get  an  enterprise  value  ol 
$3.5  billion.  That  is  a  mere  3.5  times  the  company's  estimatec 
operating  income  for  2000.  His  Vishay  Intertechnology  and 
Kemet  are  selling  at  just  five  to  six  times  net  earnings.  "If  you 
had  told  me  seven  years  ago  I  would  be  so  heavily  involved  as 
a  value  investor  in  small-cap,  high-tech  plays,  I  would  have 
said  forget  about  it,"  he  says  with  a  grin. 

But  value  is  where  you  find  it.  He  owns  Legg  Mason,  the 
broker  trading  at  21  times  trailing  earnings,  and  Catellus  De- 
velopment, whose  value  is  as  much  in  undeveloped  propert)! 
as  in  current  earnings. 

The  $1.8  billion  Third  Avenue  Value,  a  no-load,  has  an- 
nual expenses  of  $1.10  per  $100.  If  you  want  more  targeted 
value  plays,  Whitman  also  comanages  two  newer  Third 
Avenue  funds:  Small-Cap  Value  (since  April  1997)  and  Real 
Estate  Value  (since  September  1998).  F 
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Growt 
Fund 


here's  a  big,  wide  world  of  indexing  opportunities  out  there.  And  we  should  know.  Since  1976,  we've 
worked  to  create  it.  Beyond  the  powerful  Vanguard®  500  Index  Fund,  more  than  twenty 
anguard  index  funds  span  every  sector  of  the  U.S.  stock  and  bond  markets,  as  well  as       Juj§~'  4  a 
tock  markets  around  the  world.  And  of  course,  our  costs  are  still  among  the  lowest  to       ^  J^,/' 
>e  found.  So  if  you're  ready  to  put  the  tax-efficiency  and  competitive  performance  of  jj-i^^nigy^u^lQROUP 


ndexing  to  work  in  your  portfolio,  welcome  aboard.  Call  1-800-635-8999. 


www.  vanguard,  com 


or  more  complete  information  about  Vanguard®  funds,  including  risks,  charges,  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you 
tvest  or  send  money.  ©  2000  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


Know  What 
You're  Buying 

At  Longleaf  Partners,  they  probe  for  problems 
with  possible  investments.  Like  the  chief 
executive  arrested  for  soliciting  prostitutes. 


A 


Trading  Places 


Up  21%  in  2000,  Longleaf  is 
trouncing  sexy  growth  funds. 
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BY  NEIL  WEINBERG 

S  THE  NASDAQ  ROSE  To- 
ward its  peak  early  last 
lyear  Longleaf  Partners 
Funds'  value  portfolio  sank 
14%  in  two  months.  Its  prof- 
itable yet  frumpy  holdings  held 
little  appeal  for  Wall  Street. 
What  did  comanager  and 
Chairman  O.  Mason  Hawkins 
do?  Go  shopping  for  more  such 
frumpy  stocks. 

His  knack  for  choosing  the 
right  ones  is  clear.  Nasdaq 
cratered  and  his  large-cap  flag- 
ship Longleaf  Partners  Fund 
was  up  21%  in  2000.  Other 
Longleaf  funds  did  well,  too:  In- 
ternational, up  26%;  Realty, 
15%;  and  Small-Cap,  13%. 

"Just  when  our  numbers  looked  ugly  and  people  didn't 
want  to  send  us  money  we  found  some  of  the  best  bargains 
in  years,"  says  Hawkins.  "Good  companies  were  selling  for  50 
cents  on  the  dollar." 

Hawkins,  52,  has  value  investing  in  the  blood.  His  father 
bought  him  a  copy  of  Benjamin  Graham  and  David  Dodd's 
Security  Analysis  when  he  was  in  high  school.  The  Memphis- 
based  Hawkins  drawls  his  buy-low  sermon  with  a  revival 
preacher's  intensity.  He  uses  the  Graham-Dodd  teachings  to 
come  up  with  the  estimated  value  for  what  a  stock  should  be. 
And  he  refuses  to  pay  more  than  60%  of  that. 

During  the  tech  frenzy  he  was  under  a  lot  of  pressure  to 
back  off  from  his  core  beliefs.  In  1999,  when  Longleaf  Part- 
ners Fund  returned  only  2%  (versus  21%  for  the  S&P  500 ),  a 
big  university  endowment  badgered  Hawkins  to  value  com- 
panies on  multiples  of  revenues,  disregarding  quaint  notions 
such  as  whether  they  were  profitable.  When  Hawkins  refused, 
the  university  yanked  its  $29  million  Longleaf  account. 

Vetting  the  right  investments  goes  beyond  number- 
crunching.  Management  matters.  Longleaf  visits  300  compa- 
nies a  year  and  buys  into  only  a  handful.  It  backed  off  one 
after  a  newspaper  reported  the  chief  executive's  arrest  for  so- 
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"Just  when  our  numbers  looked  ugly  and 
people  didn't  want  to  send  us  money  we  found 
some  of  the  best  bargains  in  years." 

-O.  Mason  Hawkins,  Longleaf  Partners 


Performance 

10-YEAR  ANNUALIZED  RETURN 


20% 


liciting  prostitutes.  "If  the  guy's  a  bum  it's  sure  to  hurt  yoU| 
down  the  road,"  says  C.  Staley  Cates,  Longleaf  s  president 
and  coportfolio  manager. 

Purchasing  good  stocks  cheap  means  embracing  the 
unloved.  Longleaf  bought  into  trash-hauler  Waste  Manage- 
ment at  $14,  which  was  half  what  Hawkins  thought  it  was 
worth.  The  stock  kept  going  down,  before  rebounding  to 
$28.  General  Motors  makes  up  6.2%  of  the  Longleaf  Partners 
Fund.  Hawkins  isn't  enthralled  by  the  car  operations,  which 
lose  money.  He  tallies  up  GM's  profitable  truck  business, 
GMAC  Financial  Services  and  its  12%  of  Hughes  Electronics, 
owner  of  DirecTV,  and  figures  it  is  worth  $140  a  share.  Recent 
price:  $52. 

Hawkins  isn't  sentimental  about  a  seemingly  good  pick 
gone  bad.  Longleaf  thought  Carmike  Cinemas'  presence  in  j 
small  towns  would  insulate  it  from  overbuilding.  Carmike  it- 
self ended  up  overbuilding  to  keep  out  rivals.  Longleaf  un- 
loaded the  theater  chain  as  it  tottered  toward  bankruptcy. 

Hawkins  invests  for  the  long  term  and  has  the  results  to 
show  for  it,  despite  this  strategy  being  out  of  fashion.  Over 
ten  years  Longleaf  Partners  has  averaged  a  20%  return,  2.7 
points  ahead  of  the  S&P  500.  F 
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MONEY     MANAGEMENT     IS     WHAT    WE  D 


Unlike  investment  banks,  Neuberger  B  e  r  m  a  n 
wasn't  created  to  underwrite  stocks.  For  over  60 
years,  we've  specialized  in  one  thing:  managing 
money.  Why  is  that  important?  It  means  there  are  no 
hidden  agendas  when  we  buy  or  sell  stocks  for 
you.  It  means  there  are  no  distractions,  either:  we 
spend  every  minute  of  every  business  day  uncovering 
investments  that  are  appropriate  for  your  specific 
goals.  It  means  we  can  sweat  every  detail  of  your 
portfolio,  whether  it's  $500,000  or  $50  million,  so 
you  don't  have  to.  And,  mostly,  it  means  we  can 
help  you  realize  your  dreams.  No  matter  how  crazy 
they  may  be.  If  you  have  a  minimum  of  $500,000  to 
invest  in  a  customized  portfolio,  and  would  like  a 
free  brochure  on  money  management,  call  us  at 
1-877-232-4859.  Or,  for  more  information  and  a  list 
of  our  offices  nationwide,  visit  us  at  www.nb.com 
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NEUBERGER  BERMAN 


Private  Asset  Management 


Bill  Gross  is  the  Emeril  Lagasse  of  bond  managers.  His  eclectic 
ingredients  have  surely  delivered  a  good  feast  for  investors. 


THE  FLASH  OF  INSPIRATION  CAME  FOR  PIMCO 
bond  fund  manager  William  Gross  during  a 
lunchtime  yoga  class  in  January  2000:  Load  up 
on  long-term  Treasurys  because  the  surplus- 
fattened  government  was  going  to  start  retir- 
ing them.  Tighter  supply  brings  nice  capital  apprecia- 
tion. So  he  headed  back  to  his  Newport  Beach,  Calif, 
office  and  directed  his  fixed-income  traders  to  buy  $5 
billion  of  20-  and  30-year  government  bonds  over  sev- 
eral weeks,  and  dump  an  equivalent  amount  of  shorter- 
dated  mortgage  securities.  Clever  and  ahead  of  the  rest. 

When  competitors  figured  out  what 
he  was  up  to,  a  Treasury  buying  frenzy  BY  JACK 

ensued.  By  year-end  Pimco's  bond 
funds  had  clocked  $200  million  in  price  gains  on  Gross' 
yoga-inspired  strategy.  Last  year  his  flagship  Pimco  Total 
Return  fund  was  up  12%,  ahead  of  the  benchmark 
Lehman  Brothers  Aggregate  Bond  Index  ( 1 1 .6%)  for  the 
tenth  time  in  13  years. 

Bond  fund  managers  tend  to  be  a  faceless  bunch,  but 
Gross'  bold  moves  have  made  him  a  celebrity.  Gross,  56, 
personally  runs  $38.7  billion  (assets)  Pimco  Total  Re- 
turn, the  world's  largest  bond  fund,  and  is  chief  invest- 
ment officer  for  parent  Pacific  Investment  Management 
Co.'s  23  bond  funds.  With  $220  billion  under  manage- 
ment overall,  what  Gross  says  and  does  gets  noticed. 

His  advice  may  come  off  as  self-interested,  yet  he  has 
a  point:  "Bonds  will  continue  to  reign  supreme,  at  least 
for  the  next  few  months."  With  the  Federal  Reserve  set 
on  reducing  rates,  higher  bond  prices  seem  assured. 


For  the  first  time  in  a  decade  bond  funds  outper- 
formed stock  funds  last  year.  The  government  bond 
fund  category  (representing  a  mix  of  Treasurys  and 
agency  paper)  was  up  11.8%,  while  funds  buying  U.S. 
stocks  were  down  an  average  1.7%.  Investors  were  slow 
to  catch  on  and  kept  pulling  money  out  of  bond  ac- 
counts until  late  November,  when  bond-fund  inflows  fi- 
nally turned  positive. 

With  rates  headed  south,  Gross  is  in  his  element.  Al- 
though Total  Return  is  classified  as  an  intermediate- 
term  fund,  he  does  best  when  rates  are  falling  by  bet- 

  ting  on  longer-maturity  bonds  that 

EG  AN  perform  better  then.  Yet  what  really  dis- 

tinguishes him  from  most  fixed-income 
managers  is  that  he  ranges  across  a  broad  array  of  bond 
categories. 

He's  the  bond  world's  answer  to  the  Food  Channel's 
Emeril  Lagasse,  who  throws  odd  ingredients  into  his 
dishes  while  exclaiming:  "Let's  kick  it  up."  Although  two- 
thirds  of  Gross'  assets  are  in  top-grade  governments,  he 
seeks  to  energize  his  portfolio  with  an  eclectic  mix  that  in- 
cludes equipment  trust  certificates  issued  by  Delta  Air 
Lines  and  foreign  sovereign  issues  like  Brazil.  His  tax-free 
funds  have  a  base  of  AA-rated  or  better  general  obliga- 
tion bonds,  spiced  up  with  some  off-beat  issues  such  as 
those  from  the  Long  Island  Power  Authority. 

In  December  his  taxable  funds  took  a  huge  position  in 
German  ten-year  Bunds,  that  country's  equivalent  of  Trea- 
surys. This  $20  billion  bet,  making  up  9%  of  Pimco's  bond 
assets,  has  done  brilliantly  to  date.  Gross  bought  when  the 


162     FORBES-  February  5,  2001 


ruiiu  out  vcy 


punds  were  yielding  5%  and  the  euro  was  worth  84  cents, 
i'ince  then  the  euro  has  appreciated  15%  against  the  dollar, 
i  nd  the  Bunds'  yield  has  dropped  to  4.8%,  handing  a  U.S.  dol- 
ir  investor  in  these  bonds  a  17%  capital  gain. 

Bonds  tend  to  attract  risk-averse  investors,  but  Gross  is 
(omething  of  a  gambler.  Before  entering  the  Navy  in  1966 
ie  spent  a  summer  in  Las  Vegas  playing  blackjack.  Al- 
.hough  booted  out  of  several  casinos  for  card  counting, 


he  managed  to  parlay  his  initial 
$200  stake  into  $10,000.  After 
collecting  a  master's  degree  in 
finance  from  the  University  of 
California  at  Los  Angeles,  he 
joined  Pacific  Mutual  Life  In- 
surance in  1970  as  a  bond  ana- 
lyst. That  was  when  inflation 
was  just  beginning  a  decade- 
long  rampage  that  would  rav- 
age bond  values. 

In  1971  Gross  and  several 
associates  founded  Pimco.  In 
1987  he  launched  the  Total  Re- 
turn fund.  When  the  German 
insurer  Allianz  bought  Pimco 
last  year,  it  kept  Gross  from 
walking  by  agreeing  to  pay  him 
a  $40  million  bonus  for  five 
consecutive  years.  A  fiercely 
competitive  type,  he  was  once 
an  obsessive  runner  who  did  a 
26-mile  marathon  on  each  of 
six  consecutive  days.  Mellow- 
ing with  age,  not  to  mention  a 
back  problem,  has  made  him 
switch  to  yoga. 

What's  next  for  the  econ- 
omy? Gross  expects  an  "ugly" 
first  half  of  2001  and  maybe 
even  a  recession.  "We've  had 
the  creation  and  now  we're  see- 
ing the  destruction,"  he  says. 
"But  destruction  is  good  for 
bonds."  That's  why  Gross  sees 
another  good  year,  with  total 
returns  of  9%  to  10%  attainable 
but  no  repeat  of  last  year's 
handsome  gains,  since  a  lot  of 
the  expected  future  rate  cuts  are 
already  priced  into  the  market. 

Upcoming  Fed  rate  action 
won't  work  big  economic  magic 
because  corporate  credit  prob- 
lems and  dipping  consumer 
confidence  are  burdens  not  easily  overcome,  he  says.  In  fact, 
he  thinks  that  the  bond  market  has  gotten  ahead  of  itself  in 
intermediate  maturities:  The  yield  on  the  five-year  Treasury  t 
has  fallen  from  5.8%  on  Nov.  1  to  4.8%  recently.  I 
In  short,  you're  not  looking  at  any  knee-jerk  bull  here.  | 
Consider  Gross'  reaction  Jan.  3  when  he  was  doing  his  daily  g 
yoga  and  heard  that  the  Fed  had  unexpectedly  announced  a  s 
half-point  rate  cut.  Other  bond  managers  sold  on  the  news,  E 
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fearful  that  the  economy  was  headed  up  again.  "I  decided  not 
to  rush  for  the  showers,"  he  says.  Sure  enough,  over  the  next 
few  days  more  bad  economic  news  spurred  the  market; 
prices  rose  and  yields  fell. 

You  won't  find  Pimco  funds  among  the  Forbes  Best  Buys 
because  the  fund  family's  expenses  are  higher  than  what  we'd 
like  to  see.  Total  Return  nicks  you  75  cents  annually  for  every 
$100  of  assets.  "Paying  a  bit  more  in  management  fees  is 
worth  it  to  get  the  services  of  portfolio  manager  Bill  Gross," 
says  Morningstar  senior  fund 
analyst  Sarah  Bush.  "But  when  it 
comes  to  bond  funds,  fees  are 
important,  and  investors  should 
be  alert  to  what  they  are  paying." 

And  how.  Variations  on  pos- 
sible returns  are  more  limited 
with  bonds  than  stocks.  Vanguard, 

which  makes  a  religion  out  of  holding  down  expenses, 
gets  the  largest  representation  among  our  bond  Best  Buys 
(seep.  166). 

Why  does  Pimco  have  such  a  hefty  fee  structure?  This  is 
the  legacy  of  the  days  before  its  funds  were  available  to  the 
masses.  Until  recently,  the  company  had  been  aimed  at  man- 
aging funds  for  institutional  and  high  net  worth  customers. 
You  had  to  come  up  with  a  sizable  $500,000  minimum  in- 


"We've  had  the  creation  and  now 
we're  seeing  the  destruction.  But 
destruction  is  good  for  bonds." 

— Bill  Gross,  Pimco  Total  Return 


vestment  to  qualify  for  Total  Return.  In  1999,  howevei 
Pimco  allowed  investors  to  get  in  with  as  little  as  $2,500. 

Another  alternative  is  to  consider  the  Fremont  Bon. 
Fund,  which  does  appear  on  our  Best  Buy  list  and  has  mor 
reasonable  expenses,  60  cents  per  $100.  Managed  by  Pimcc 
it's  another  variant  of  Pimco  Total  Return  and  had  a  12.3°/ 
showing  last  year.  Over  long  periods  Fremont  Bond  ha 
ranked  consistently  in  the  top-performance  decile  for  its  in 
termediate-maturity  category. 

You'll  notice  that  our  jun 
funds  are  alone  on  the  Best  Bu 
list  in  losing  money  last  yeai 
High-yield  issues  trade  lik 
stocks:  Any  hint  of  a  sourin; 
economy  and  they  shrivel.  Als< 
notice,  however,  the  track  recon 
of  our  picks.  Fidelity  Capital  £ 
Income  might  have  lost  9.4%  last  year,  but  its  five-yea 
annualized  performance  is  6.6%,  in  line  with  our  Bes 
Buys  in  other  categories.  Intrepid  investors  could  star 
wading  into  depressed  junk  bond  funds,  anticipatinj 
a  rebound. 

The  smartest  way  to  utilize  taxable  bond  funds,  of  course 
is  to  put  them  in  tax-sheltered  accounts.  Especially  if  the 
have  another  fine  outing  this  year.  I 


"EARNING  THE  CFA®  CHARTER 
MAKES  A  GOOD  INVESTMENT 
PROFESSIONAL  BETTER." 


Abby  Joseph  Cohen,  CFA 

Managing  Director  and  Chair 

of  the  Investment  Policy  Committee 

Goldman,  Sachs  &  Co. 

New  York,  NY,  USA 

CFA  charterholder  since  1 980 


—  Abby  Joseph  Cohen,  CFA 


Around  the  world,  investment  professionals  and  investors  alike  recognize  the  value  of 
the  Chartered  Financial  Analyst™  (CFA®)  designation.  When  you  choose  a  CFA  charter- 
holder  to  manage  your  investment  portfolio,  you  are  choosing  someone 
who  has  mastered  a  rigorous  body  of  knowledge.  Someone  whose 
understanding  of  financial  markets  and  the  risks  being  undertaken 
literally  has  been  put  to  the  test.  And  through  the  Association  for 
Investment  Management  and  Research  (AIMR),  CFA  charterholders  '^4^^"" 
have  ongoing  access  to  the  latest,  most  complete  investment  knowledge 
and  professional  education.  Whether  you  are  looking  to  invest  for  yourself  or  on 
behalf  of  your  organization,  choose  an  investment  professional  who  has  earned  the 
globally  recognized  standard  of  excellence.  Choose  a  CFA  charterholder. 


800-247-8132  •  804-951-5499  •  www.aimr.org 
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Best  Buys 


The  Forbes  Best  Buys  lists  are  predicated  on  the  notion  that  low 
i  costs  are  just  as  important  as  strong  performance— if  not  more  so. 
While  performance  can't  be  guaranteed,  costs  are  an  ongoing 
drain  on  returns.  Even  a  small  difference  in  costs  can  add  up  to  a 
considerable  amount  over  the  long  term.  To  see  for  yourself,  go  to 
our  fund  expense  calculator  at  www.forbes.com/fundcalc. 

In  our  Best  Buy  calculations,  funds  are  first  ranked  by  risk-ad- 
justed performance  that,  in  short,  modifies  total  returns  to  make 
them  commensurate  with  volatility.  To  the  efficiency  side  of  our 
Best  Buy  calculation,  we  add  one-fifth  of  any  fund  sales  load  to  its 
r  r  expense  ratio.  This  step  penalizes  funds  with  sales  loads  and/or 
high  overhead.  Our  Best  Buy  scores  are  based  on  each  fund's  com- 
posite rank  for  risk-adjusted  performance  and  cost  efficiency.  For 
I  U.S.  stock  funds,  balanced  funds  and  four  other  types  of  funds— 
■ve,  foreign,  global,  emerging  market  and  junk— both  parameters  are 
Be  weighted  equally.  For  bond  funds,  where  managerial  skills  have 
itaj  less  bearing  on  performance,  efficiency  gets  greater  weight. 
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F 

A+ 

T  Rowe  Price  Capital  Appreciation/638-5660 

13.4 

22.2 

848 

16 

3.0 

0.88 

2,500 

D 
D 

D 
D 

Selected  American  Shares/279  0279 

22.4 

9.3 

4,795 

23 

62.5 

0.93 

1,000 

c 

A 

Dodge  &  Cox  Stock  Fund/621-3979 

18.3 

16.3 

5,273 

20 

9.6 

0.55 

2,500 

B 

G 

Vanguard  Growth  &  Income/835-1510 

18.9 

-9.0 

8.831 

27 

62.8 

0.37 

3,000 

B 

C 

T  Rowe  Price  Growth  Stock/638-5660 

19.2 

0.3 

5,407 

33 

42.6 

0.74 

2,500 

U.S.  BALANCED 

B 

A 

Pax  World  Balanced  Fund/767-1729 

16.3 

5.7 

1,188 

37 

34.1 

0.89 

250 

C 

A 

Dodge  &  Gox  Balanced  Fund/621-3979 

13.9 

15.1 

4,730 

20 

9.5 

0.53 

2,500 

A 

C 

Janus  Balanced  Fund/525-8983 

17.4 

-2.2 

4,638 

43 

49.3 

0.92 

2,500 

B 

B 

Vanguard  STAR  Fund/835-1510 

13.4 

11.0 

7,778 

29 

26.5 

0.35 

1,000 

B 

B 

McM  Funds -Balanced/831  1146 

13.3 

0.7 

180 

30 

93.1 

0.60 

5,000 

FOREIGN  STOCK 

A 

A 

Harbor  International  Fund/422-1050 

12.5 

-5.0 

4,667 

25 

31.0 

0.92 

2,000 

B 

C 

Vanguard  International  Growth/835-1510 

10.0 

-8.6 

8,626 

27 

21.3 

0.53 

3,000 

C 

C 

T  Rowe  Price  International  Stock/638-5660 

9.1 

-17.1 

9,798 

32 

33.8 

0.85 

2,500 

C 

G 

Fidelity  Intl  Growth  &  Income/544-8888 

11.9 

-14.1 

1,172 

32 

21.8 

1.13 

2,500 

C 

B 

Schroder  Cap-lnternational-lnv/464-3108 

10.5 

-2.3 

99 

27 

29.7 

0.99 

10,000 

GLOBAL  STOCK 

D 

A* 

Vanguard  Global  Asset  Allocation/835-1510 

10.0 

4.2 

110 

27 

19.2 

0.58 

3,000 

C 

A+ 

Tweedy,  Browne  Global  Value/432-4789 

18.2 

12.4 

3,558 

22 

2.6 

1.38 

2,500 

G 

A 

Capital  World  Growth  &  lncome-A/42 1  -  4120 

16.6 

1.4 

10,716 

25 

11.6 

0.79 

250 

B 

B 

New  Perspective  Fund-A/421-4120 

17.6 

-7.2 

30,626 

33 

27.1 

0.77 

250 

B 

C 

Citizens  Global  Equity-Standard/223-7010 

20.3 

-19.4 

308 

38 

31.5 

1.82 

2,500 

INDEX 

C 

C 

Vanguard  500  Index/835-1510 

18.3 

-9.1 

89,394 

32 

71.0 

0.18 

3,000 

C 

C 

Fidelity  Spartan  500  Index/544-8888 

18.1 

-9.1 

9,464 

31 

68.6 

0.19 

10,000 

C 

C 

T  Rowe  Price  Equity  Index  500/638-5660 

18.0 

-9.3 

4,124 

33 

68.7 

0.40 

2,500 

F 

A 

Gateway  Fund/354-6339 

10.9 

6.6 

1,591 

32 

72.1 

0.98 

1,000 

Five-year  return  12/31/95  through  12/31/00;  one-year  return  12/31/99  through  12/31/00.  Sources:  Forbes;  Upper  Inc.;  Morningstar,  Inc. 
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UP 

T 
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1-year 

SEC 

yield1 

TAXABLE  U  S.  TREASURY 

A+ 

r 

r 

Vanguard  Admiral  L-T  Treasury/835-1510 

7  nv 

6.1% 

$460 

9.6 

$0.15 

$50,000 

D 

A 

Vanguard  Admiral  S-T  Treasury/835-1510 

5.8 

9.0 

6.0 

1,095 

2.1 

0.15 

50,000 

A 

D 

Vanguard  Admiral  l-T  Treasury/835-1510 

'  6.3 

14.2 

6.4 

1,385 

5.3 

0.15 

50,000 

A 

D 

Vanguard  l-T  Treasury/835-1510 

6.2 

14.0 

6.3 

1,710 

5.3 

0.27 

3,000 

TAX  ABLE  GINNIE  MAE 

It 

D 
H 

Vanguard  GNMA  Fund/835-1510 

R  7 
0./ 

11. £ 

6.9 

13,599 

4.5 

0.27 

3,000 

c 

B 

Fidelity  Ginnie  Mae/544  8888 

6.3 

10.7 

6.6 

1,795 

3.8 

0.63 

2,500 

c 

B 

American  Century  GNMA  Fund-l/345-2021 

6.3 

10.0 

6.9 

1,278 

4.5 

0.59 

2,500 

B 

0 

USAA  Invest-GNMA  Trust/382-8722 

5.7 

12.2 

7.1 

426 

4.7 

0.32 

3,000 

TAXABLE-JUNK 

n 
D 

B 
D 

Fidelity  Capital  &  Income/544-8888 

R  R 
D.D 

-Q  A 

y.4 

11.5 

2,772 

NA 

0.83 

2,500 

D 

A 

Vanguard  High  Yield  Corp/835-1510 

5.6 

-0.9 

9.5 

5,170 

4.7 

0.28 

3,000 

B 

B 

Northeast  Investors  Trust/225-6704 

5.8 

-6.0 

15.9 

1,199 

NA 

0.61 

1.000 

D 

B 

T  Rowe  Price  High  Yield/638-5660 

6.1 

-3.2 

12.5 

1,409 

NA 

0.83 

2,500 

TAXABLE-SHORT-TERM 

n 
u 

D 
D 

Vanguard  Short-Term  Bond  Index/835-1510 

r  n 

u.U 

q  n 

a.u 

6.3 

1,257 

2.4 

0.20 

3,000 

D 

A 

Vanguard  Short-Term  Corp/835-1510 

5.9 

8.2 

7.4 

7,228 

2.1 

0.25 

3,000 

F 

A+ 

Payden  &  Rygel  Ltd  Maturity-R/572-9336 

5.6 

6.9 

6.5 

177 

NA 

0.38 

100,000 

D 

A 

Vanguard  Short-Term  Federal/835-1510 

5.9 

9.2 

6.5 

1,482 

2.0 

0.27 

3,000 

TAXABLE-MEDIUM-TERM 

B 
D 

b 

Vanguard  Total  Bond  Market  Index/835-1510 

R  A 
0.4 

11  A 
11.4 

6.8 

10,741 

4.9 

0.20 

3,000 

D 

A* 

Harbor  Short  Duration/422-1050 

6.0 

7.4 

6.0 

117 

0.9 

0.28 

2,000 

A 

D 

Vanguard  Intermed-Term  Bond  Index/835-1510 

6.2 

12.8 

6.8 

1,566 

5.5 

0.20 

3,000 

A 

c 

Fremont  Bond  Fund/548-4539 

7.2 

12.3 

6.3 

256 

5.2 

0.60 

2,000 

TAXABLE-LONG-TERM 

A+ 
A* 

c 

r 

Vanguard  Long-Term  Bond  Index/835-1510 

R  <\ 
O.D 

1  R  R 
loo 

6.7 

393 

10.0 

0.20 

3,000 

A+ 

F 

Vanguard  Long-Term  Corp/835-1510 

5.7 

11.8 

7.3 

3,681 

8.7 

0.30 

3,000 

A 

D 

Schwab  Total  Bond  Market  Index/435-4000 

5.7 

11.0 

6.6 

692 

4.9 

0.35 

2,500 

A 

c 

Dodge  &  Cox  Income  Fund/621-3979 

6.2 

10.7 

NA 

973 

4.6 

0.46 

2,500 

MUNICIPAL-SHORT-TERM 

c 
r 

At 
A* 

Vanguard  Limited  Term  Tax-Exempt/835-1510 

A  A 
4.4 

R  1 
0.0 

4.5 

2,853 

2.8 

0.18 

3,000 

F 

A* 

Vanguard  Short-Term  Tax-Exempt/835-1510 

3.9 

4.9 

4.3 

2,113 

1.2 

0.18 

3.000 

F 

Ik* 

USAATax-Exempt-Short-Term/382-8722 

4.6 

6.1 

4.6 

998 

2.7 

0.38 

3,000 

F 

A* 

T  Rowe  Price  T-F  Short-lntermediate/638-5660 

4.4 

6.8 

4.3 

402 

2.8 

0.53 

2,500 

MUNICIPAL-MEDIUM-TERM 

p 

A 

A 

USAA  Tax-  Exempt  -  Inter  mediate/3  82-8722 

G  A 

3.4 

Q  Q 

y.y 

5.0 

2,179 

5.5 

0.36 

3,000 

D 

A 

Vanguard  Intermediate-Term  Tax-Ex/835-1510 

5.1 

9.2 

5.0 

8,673 

5.5 

0.18 

3,000 

D 

A 

Fidelity  Spartan  Intermediate  Muni  lnc/544-8888 

5.3 

9.3 

NA 

1,172 

5.1 

0.48 

10,000 

D 

A 

American  Century  Intermed-Term  T-F/345-2021 

5.2 

9.9 

4.6 

159 

5.1 

0.51 

5,000 

MUNICIPAL-LONG-TERM 

A 

A 

u 

Vanguard  Long-Term  Tax-Exempt/835-1510 

c  Q 
JO 

10.0 

5.3 

1,673 

8.2 

0.18 

3,000 

B 

B 

Vanguard  High  Yield  Tax-Exempt/835-1510 

5.4 

10.7 

5.6 

3,052 

8.2 

0.18 

3,000 

*+ 

D 

Vanguard  Insured  Long-Term  Tax-Ex/835-1510 

5.8 

13.6 

5.3 

2,335 

8.5 

0.19 

3.000 

»♦ 

D 

Dreyfus  Basic  Muni  Bond/782-6620 

5.9 

14.0 

5.3 

227 

9.8 

0.45 

10,000 

MUNICIPAL-ONE-STATE 

D 

A 

Vanguard  Calif  Insured  I  T  Tax  Ex/835-1510 

5.8 

10.9 

4.7 

1,704 

6.0 

0.17 

3,000 

B 

C 

Fidelity  Spartan  Mass  Municipal  Income/544  8888 

5.5 

11.8 

4.9 

1,486 

7.1 

0.49 

10,000 

A 

c 

Vanguard  NJ  Insured  L-T  Tax-Ex/835-1510 

5.5 

12.5 

5.2 

1,664 

7.7 

0.19 

3.000 

A 

c 

Vanguard  NY  Insured  L-T  Tax-Exempt/835-1510 

5.7 

13.8 

5.1 

1,664 

8.5 

0.20 

3,000 

B 

c 

Vanfuard  Penn  Insured  L-T  Tax-Ex/835-1510 

5.7 

12.8 

5.3 

1,923 

7.7 

0.19 

3,000 

Five-year  return  12/31/P^  hrough  12/31/00;  one-year  return  12/31/99  through  12/31/00.  'A  30-day  yield  based  on  trailing  month's  income  dividends.  NA:  Not  available. 

Sources:  Forbes:  Lippe  Inc.:  Morningstar.  Inc. 
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mm 


at**$  made  real. 


Faster,  Faster.  Science  is  working  full  tilt  to 
understand  the^human  genome.  DNA  Microarray 
technology  from  Agilent  speeds  up  the  learning 
process.  Enabling  scientists  to  search  for  the 
cause  of  disease  in  thousands  of  places  at 
once.  New  cures  can  be  found  quicker.  And 
disease  wiped  out  faster.  Hold  on  tight,  we're 
just  getting  started. 


Agilent  Technologies 

Innovating  the  HP  Way 


Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


Stock  Funds 

U.S.  equity  funds  are  rated  through  four  market  cycles  begin- 
ning with  the  Oct.  31, 1990  upward  move  in  the  S&P  500.  To  qual- 
ify for  this  issue,  stock  funds  must  have  four  full  cycles  of  bull 
and  bear  market  performance  history  and  at  least  $100  million 
in  assets. 

Pay  close  attention  to  the  DOWN  market  grade.  Although  the 
four  bearish  cycles  since  1990  were  short  in  duration  (only  18 
months  out  of  a  total  of  122),  this  grade  gives  a  good  indication 
of  how  a  fund  is  likely  to  perform  in  future  market  dips. 

Our  tables  show  pretax  and  theoretical  aftertax  returns 
on  each  fund  over  the  last  five  years.  Assumptions:  Income 
dividends  and  capital  gains  are  reinvested  in  the  fund;  the  fund 
is  not  redeemed  after  the  five-year  period;  an  investor  is  in  an 
upper-middle-income  bracket. 

See  www.forbes.com/fundsurvey  for  updated  grades  on 
2,000  funds  as  well  as  individual  reports  on  6,000  funds. 


MARKET 
PERFORMANCE 


UP 


DOWN 

T 


FUND/800  number 


s  500  stock  average 
Forbes  stock  fund  composite 


10/31/90 
to 

12/31/00 


c 

B 

AAL  Capital  Growth  Fund-A/553-6319 

17.7% 

20.4% 

19.1% 

$4,198 

31.3 

$53.5 

4.00% 

$0.90 

D 

B 

Activa  Value  Fund-A/346-2670 

14.1 

12.0 

8.6 

162 

22.6 

22.5 

none 

1.00 

B 

D 

Advance  Capital  l-Equity  Growth/345-4783 

16.8 

20.9 

19.7 

125 

32.7 

4.7 

none 

1.02 

F 

B 

AIM  Advisor-Flex  Portfolio-A/347-1919 

12.0 

9.2 

5.9 

278 

20.8 

42.3 

5.50 

1.13 

G 

C 

AIM  Blue  Chip-A/347-1919 

17.3 

19.4 

18.1 

6,168 

36.9 

88.9 

5.50 

1.19 

A< 

D 

AIM  Equity-Aggressive  Growth/347-1919 

25.9 

15.0 

12.2 

4,055 

34.8 

1.6 

5.50 

1.09 

B 

D 

AIM  Equity-Charter-A/347-1919 

16.1 

16.7 

14.2 

8,021 

34.4 

68.7 

5.50 

1.05 

A 

0 

AIMEquity-Constellation-A/347-1919 

21.9 

15.1 

12.3 

17,066 

40.9 

15.3 

5.50 

1.10 

B 

D 

AIM  Equity  -Wcingarten-A/347  191 9 

16.3 

16.2 

12.4 

9,221 

39.6 

38.3 

5.50 

1.03 

C 

B 

AIM  Mid  Cap  Equiry-A/347  1919 

17.9 

15.4 

12.3 

444 

25.0 

2.8 

5.50 

1.46 

B 

D 

AIM  Select  Growth-A/347-1919 

17.2 

20.2 

17.8 

1,217 

43.1 

13.8 

5.00 

1.09 

B 

D 

AIM  Summit  Fund/347-1919 

19.3 

20.8 

16.8 

2,801 

39.7 

18.3 

plan  2 

0.67 

B 

D 

AIM  Value  Fund-A/347-1919 

20.0 

15.8 

13.2 

24,903 

27.4 

28.9 

5.50 

1.00 

A 

D 

Alger  Fund-LargeCap  Growth-AV992-3863 

20.1 

17.4 

14.2 

1,098 

36.7 

51.7 

4.75 

1.21 

B 

F 

Alger  Fund-Small  Capitalization-A/992  3863 

11.7 

0.2 

-3.1 

336 

428 

1.1 

4.75 

1.38 

B 

D 

Alliance  Fund-A/227-4618 

16.2 

11.9 

8.0 

959 

20.6 

4.5 

4.25 

1.06 

C 

B 

Alliance  Growth  &  lncome-A/227-4618 

17.5 

19.5 

15.9 

5.328 

21.3 

21.5 

4.25 

0.93 

A 

0 

Alliance  Growth  Fund-A/227-4618 

21.3 

15.5 

12.8 

6,486 

23.9 

28.3 

4.25 

1.18 

C 

C 

Alliance  Quasar  Fund-A/227-4618 

14.8 

10.8 

8.2 

845 

34.6 

1.3 

4.25 

1.69 

A+ 

D 

Alliance  Technology  Fund-A/227-4618 

28.7 

21.4 

20.1 

8,588 

42.1 

15.4 

4.25 

1.68 

C 

B 

Amcap  Fund-A/421-4120 

19.4 

20.5 

16.0 

7,334 

31.9 

14.7 

5.75 

0.68 

A+ 

F 

American  Century-Giftrust/345-2021 

20.9 

7.3 

5.2 

1,424 

45.5 

6.3 

none 

1.00 

B 

D 

American  Century-Growth  Fund-l/345-2021 

17.4 

18.5 

14.4 

8,591 

46.2 

103.5 

none 

1.00 

B 

C 

American  Century-Heritage  Fund-l/345-2021 

18.3 

19.5 

15.5 

1,750 

36.6 

4.7 

none 

1.00 

C 

C 

American  Century-Select  Fund-l/345-2021 

14.9 

19.0 

14.9 

6.545 

36.5 

94.2 

none 

1.00 

A 

D 

American  Century-Ultra  Fund-l/345-2021 

22.5 

16.4 

13.0 

33,734 

46.3 

73.8 

none 

1.00 

Five-year  return  12/31/95  through  12/31/00.  'Formerly  Alger  Fund-Growth-A.  Available  only  through  monthly  contractual  plan.  Sources:  Forbes;  Upper  Inc  ,  Mornmgstar,  Inc. 
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Looking  to  conquer  those  lucrative 
overseas  markets? 

We'll  help  you  reach  them  for  up  to  75%  less. 


International  Economy  and  UPS  Worldwide  Expedited ''  vs.  Global  Priority  Mail  and 
is  a -registered  trademark  of  the  United  States  Postal  Service.  ©  2000  United  States  Postal  Service 


MARKET 
PERFORMANCE 

ANNUALIZED  TOTAL  1 

10/31/90 

urniBN  

Aftertax 
5 -year 

Assets 
11/30/00 
(Smil) 

Weighted 

Median 
market  cap 
(Sbil) 

Maximum 
sales 
charge 

Annual 

UP 

OOWN 

FUND/300  number 

ID 

12/31/00 

rrerax 
5-year 

average 
P/E 

expenses 
per  $100 

Standard  &  Poor's  500  stock  average 

w 

T 

Forbes  stock  fund  composite                               17.9%  16.2% 

30.7 

$29.8 

$1.06 

A 

D 

MIHCIIlrdll  vCIIIUI  J    »isi«  ruiiu  If  JtJ  C  U  -  i. 

18.5% 

12.8% 

9.6% 

$1,895 

31.9 

$3.6 

0  1  ■  u  o 

F 

A* 

MIIICI  Hull  Udo  IMUlfJl/  0  H  J  JOJJ 

13.7 

18.7 

16.0 

291 

27.2 

8.5 

0.85 

D 

A 

American  Mutual  Fund-A/421-4120 

14.3 

12,9 

9.0 

8,164 

22.2 

13.8 

5.75% 

0.57 

D 

C 

American  Performance  Equity/762-7085 

14.2 

15.1 

10.4 

131 

25.8 

66.9 

5.00 

1.08 

D 

B 

AmSouth  Value  Fund-A/451-8379 

15.5 

14.5 

10.8 

562 

18.5 

10.4 

4.50 

1.33 

D 

A+ 

Aripl  Annrpriatinn  Fiinii/?Q?-74':!ci 

HI  ILI  M|J|JI  IrlflOllUlt  i  U1IU' L  OL    1  tJJ 

17.3 

18.5 

15.4 

315 

18.6 

4.1 

nono 

1.26 

D 

A* 

Aripl  Fnnn7?q?-741ri 

HI  IGt  rllllll/  COL  ZHOU 

16.6 

17.6 

13.7 

230 

17.9 

1.2 

n  on  6 

1.25 

C 

C 

AXP  Blue  Chip  Advantage-A/437-4332 

16.4 

15.0 

12.3 

3,749 

34.5 

60.2 

5.75 

0.83 

C 

D 

AXP  Discovery  Fund-A/437-4332 

11.5 

6.2 

2.6 

364 

24.6 

1.1 

5.75 

1.03 

D 

B 

AXP  Diversified  Equity  lncome-A/437-4332 

14.5 

11.4 

8.4 

1,984 

22.3 

37.9 

5.75 

0.89 

B 

G 

AXP  Enuitv  Sp|prt-A/4 17-433? 

HAr  LlJUIiy  OCIUI/I  H/tJI 

17.5 

19.4 

14.5 

1,742 

43.5 

7.5 

5.75 

0.93 

D 

B 

AXP  Enuitv  V3lnp-A/417-411? 

HAr  Ll|Uliy  value  H/tJI  tout. 

15.2 

12.9 

9.2 

1,911 

23.0 

35.5 

5.75 

0.92 

A 

D 

AXP  Growth  Fund-A/437-4332 

18.7 

15.8 

14.6 

7,311 

41.0 

49.4 

5.75 

0.89 

B 

C 

AXP  New  Dimensions-A/437-4332 

19.7 

19.0 

16.7 

21,588 

35.9 

70.4 

5.75 

0.90 

D 

B 

AXP  Progressive  Fund-A/437-4332 

12.6 

8.6 

5.7 

275 

27.9 

5.3 

5.75 

0.99 

C 

C 

AXP  Stock  Fund-A/437-4332 

14.7 

14.0 

10.5 

3,447 

34.0 

58.2 

5.75 

0.82 

A 

F 

AXP  Stratpffv  Ae?ressive-A/437-4132 

17.9 

18.3 

13.4 

2,558 

46.7 

5.8 

5.75 

1.06 

D 

A 

AXP  Utilities  lncome-A/437-4332 

15.8 

18.1 

15.1 

2,430 

24.7 

14.1 

5.75 

0.99 

D 

B 

Babson  Enterprise  Fund/422-2766 

14.8 

8.2 

4.6 

101 

15.5 

0.1 

none 

1.14 

C 

C 

Babson  Growth  Fund/422-2766 

16.5 

16.4 

11.4 

429 

40.8 

63.8 

none 

0.79 

C 

A 

Babson  Value  Fund/422-2766 

17.3 

12.7 

11.0 

503 

19.9 

15.2 

none 

0.96 

B 

C 

Baron  Asset  Fund/9cl2-2766 

19.7 

14.7 

14.2 

4,918 

39.4 

3.0 

none 

1.31 

A 

D 

Berger  Growth  &  Income/333-1001 

19.7 

19.9 

14.9 

533 

39.9 

42.6 

none 

1.35 

A 

D 

Berger  Growth  Fund/333-1001 

19.4 

13.1 

7.3 

1,363 

51.2 

27.5 

none 

1.36 

D 

A 

Berger  Small  Cap  Value-lnv/333-1001 

19.4 

20.3 

17.8 

887 

15.7 

0.8 

closed 

1.37 

C 

D 

BlackRock  Larep  Can  Growth  Enuitv-lnv  A/441  -776? 

14.4 

16.8 

13.0 

135 

42.8 

89.9 

4.50 

1.25 

B 

C 

Wm  Blair-Growth-N/742-7272 

17.9 

14.9 

11.1 

584 

39.3 

23.4 

none 

0.86 

A 

C 

Brandywine  Fund/656-3017 

20.9 

18.0 

13.3 

5,560 

26.3 

5.2 

none 

1.05 

C 

C 

Burnham  Fund-A/874-3863 

15.3 

19.4 

16.8 

204 

38.8 

111.7 

5.00 

1.30 

A 

C 

Calamos  Growth-A/582-6959 

25.3 

37.4 

33.3 

115 

35.3 

3.4 

4.75 

2.00 

D 

B 

Calvert  Social  lnv-Enuitv-A/16R-/)74R 

WCII  Ivl  1  trUtlUl  III  ¥      kl|UII  W    HI  OUU    L-  1  T  U 

12.9 

17.2 

15.2 

285 

28.5 

21.0 

4.75 

1.22 

D 

A 

Canital  Inromp  Builder-A/4?1  -41  ?0 

V«|IH<M  IllbUIIIC  UUIIUCI    N|M(,i  ilLU 

14  0 

12.1 

9.5 

7,256 

16.7 

8.1 

5.75 

0.64 

C 

A* 

Century  Shares  Trust/321-1928 

19.2 

17.8 

15.2 

388 

22.2 

10.0 

none 

0.82 

A 

C 

CGM  Capital  Development/345-4048 

21.0 

12.3 

8.4 

504 

18.3 

12.4 

closed 

1.08 

B 

B 

Chase  Vista  Capital  Growth-A/348-4782 

20.6 

15.8 

12.2 

756 

31.0 

3.9 

5.75 

1.30 

C 

B 

Chase  Vista  Growth  &.  lncome-A/34R-47R? 

WHUOdf  »  lolf  HI  VII  III         lllvWIIIv  nl  \J  i  \J    i  i  UL 

17.6 

13.9 

9.7 

1,434 

27.1 

74.5 

5.75 

1.26 

C 

A+ 

Cliooer  Fund/776-5033 

Vllllltvl  1  UIIU/  1  1  \J  \J\J\J\J 

?1  0 

20.1 

15.8 

1,128 

18.4 

13.9 

none 

1.10 

B 

D 

Columbia  Growth  Fund/547-1707 

18.6 

18.2 

14.7 

1,902 

39.9 

69.2 

none 

0.65 

A 

C 

Columbia  Special  Fund/547-1707 

22.3 

18.2 

14.1 

1,004 

40.8 

7.1 

none 

1.09 

G 

B 

Country  Growth  FundV422-8261 

15.7 

17.1 

14.0 

191 

28.9 

61.5 

none 

1.16 

B 

C 

Davis  Growth  Onuortunitv-A/?79-0?79 

Ifullj  III  UTflll  Villi  wl  1  UIII  1  J    N/  L  1  J    Ut  1  J 

179 

179 

1 3  ? 

10. L 

111 

26.0 

8.0 

4.75 

1.29 

B 

B 

Davis  New  York  Venture-A/?79-DP79 

WCIT  lO  IIVTI    IUI  r)   YblllUllf    N/  l.  1  J    UL  1  J 

lU.l 

1 R  R 

173R? 

1  '  .  O  O  L 

?3  1 

L  O.l 

61.0 

4.75 

0.90 

D 

A 

Delaware-Decatur  Equity  lncome-A/523-4640 

14.5 

12.6 

8.7 

1,358 

22.5 

26.1 

5.75 

1.03 

D 

A 

Delaware-Small  Cap  Value-A/523-4640 

15.8 

11.2 

9.3 

229  • 

18.1 

1.1 

5.75 

1.60 

A* 

D 

Delaware-Trend  Fund-A/523-4640 

24.6 

19.1 

15.2 

1,121 

38.6 

1.8 

5.75 

1.29 

D 

A 

Delaware  Growth  &  lncome-A/523-4640 

14.3 

12.2 

9.2 

748 

22.5 

29.4 

5.75 

1.20 

A 

D 

Delaware  Growth  Opportunities-A/523-4640 

17.5 

17.7 

11.8 

858 

38.4 

7.5 

5.75 

1.37 

D 

B 

DLJ  Winthrop  Focus-Growth  &  lnc-A/225-8011 

16.5 

18.1 

15.4 

196 

25.5 

25.7 

5.75 

1.11 

C 

c 

DLJ  Winthrop  Focus-Growth-A/225  8011 

16.2 

19.4 

17.4 

194 

33.3 

67.7 

5.75 

1.23 

C 

A 

DLJ  Winthrop  Focus-Small  Co  Value-A/225 -8011 

17.1 

12.2 

9.9 

198 

19.5 

1.0 

5.75 

1.37 

Five-year  return  12/31/95  through  12/31/00.  'Formerly  IAA  Trust  Growth  Fund.  Sources.  Forbes;  Upper  Inc.:  Mornmgstar,  Inc. 
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Today  the  barriers  to  making  it  have  fallen.  Once  and  for  all. 

A  new  generation  of  entrepreneurs  have  already  made  an  indelible  mark  on  American  =■ 

business.  But  where  do  they  go  from  here?  Phoenix  has  been  offering  innovative  new  suggestions 

for  nearly  150  years.  We  understand  that  making  money — and  knowing  what  to  do  with  it  — 

are  two  different  skills.  Bfs  one  reason  high  net-worth  people  and  their  advisors  turn  to  Phoenix 

for  help.  To  learn  more  about  how  Phoenix  could  be  helping  you,  contact  your  financial  advisor 

or  visit  www.phoenixwm.com.   -'oiv*"  m 

i\  I 

Phoenix 


WEALTH  MANAGEMENT 


MARKET 
PERFORMANCE 


IHNUttlZEP  TOUL  RETURN 


10/31/90 


Assets     Weighted     Median     Maximum  Annual 


to 

Pretax 

Aftertax 

11/30/00 

average 

market  cap 

sales 

expense 

1151 
Ur 

nnwii 

UUWN 

FUND/800  number 

12/31/00 

5-year 

5  year 

($mil) 

P/E 

($bil) 

charge 

per  $10 

▼ 

Standard  &  Poor's  500  stock  average 

181% 

■fill 

— :  

Forbes  stock  fund  composite 

17.9% 

wnxai 

30.7 

$29.8 

$1.06 

c 

A 

Doriep  &  Cox  Stock  Fund/621-3979 

18.9% 

18.3% 

15.0% 

$5,273 

20.2 

$9.6 

none 

$0.55 

c 

B 

Dreyfus  Appreciation  Fund/782-6620 

17.8 

18.7 

17.8 

3,876 

31.6 

131.1 

none 

0.89 

C 

Dreyfus  Disciplined  Stock/782-6620 

17.8 

17.5 

15.4 

3,185 

33.7 

66.8 

none 

1.00 

A+ 

D 

Dreyfus  Founders  Discovery-F/525-2440 

22.6 

22.6 

18.9 

1,231 

35.4 

0.9 

closed 

1.46 

D 

C 

Dreyfus  Founders  Growth  &  lnc-F/525-2440 

12.3 

10.1 

6.2 

391 

37.8 

67.7 

closed 

1.13 

A 

D 

Dreyfus  Founders  Growth-F/525-2440 

18.0 

13.3 

9.2 

2,279 

44.1 

52.9 

closed 

1.09 

B 

F 

Dreyfus  Founders  Mid-Cap  Growth-F/525-2440 

14.3 

7.5 

2.8 

165 

39.6 

2.1 

closed 

1.42 

D 

G 

Dreyfus  Fund/782-6620 

11.1 

9.8 

7.4 

2,263 

33.6 

89.9 

none 

0.71 

D 

D 

Dreyfus  Growth  Opportunity/782-6620 

11.9 

10.7 

7.7 

380 

35.2 

68.6 

none 

1.03 

B 

C 

Dreyfus  New  Leaders/782-6620 

17.6 

15.0 

11.8 

643 

31.8 

5.4 

none 

1.13 

D 

F 

Dreyfus  Premier  Aggress  Growth-A/782-6620 

1.1 

-9.1 

-9.1 

105 

43.1 

2.6 

5.75% 

1.41 

D 

B 

Dreyfus  Premier  Core  Value-A/782-6620 

16.5 

16.3 

11.6 

615 

23.5 

36.7 

5.75 

1.15 

B 

C 

Dreyfus  Premier  Third  Century-Z/782-6620 

17.0 

18.9 

15.6 

1,234 

36.0 

79.7 

none 

0.96 

D 

B 

Dreyfus  Premier  Value-A/782-6620 

11.7 

11.6 

8.1 

154 

25.6 

57.8 

5.75 

1.18 

C 

C 

Dreyfus  SAP  500  Index/782-6620 

17.6 

17.7 

16.9 

2,886 

32.6 

68.6 

none 

0.50 

0 

A 

Eaton  Vance  Growth  &  lncome-A/225-6265 

15.1 

17.9 

13.5 

171 

20.5 

19.0 

5.75 

1.08 

D 

C 

Eaton  Vance  Growth  Fund-A/225 -  6265 

12.4 

11.1 

6.9 

146 

31.6 

4.7 

5.75 

1.10 

D 

B 

Eaton  Vance  Utilities-A/225-6265 

13.9 

18.2 

13.3 

550 

25.4 

12.3 

5.75 

1.08 

C 

C 

Eclipse-Small  Cap  Value/872-2710 

14.1 

10.8 

6.4 

156 

14.9 

0.4 

none 

1.18 

B 

D 

Enterprise  Group-Cap  Apprec-A/432-4320 

17.7 

16.9 

12.3 

263 

35.4 

49.0 

4.75 

1.52 

D 

A 

Enterprise  Group-Equity  lncome-A/432-4320 

15.1 

13.7 

10.9 

138 

26.3 

37.0 

4.75 

1.50 

B 

C 

Enterprise  Group-Growth-A/432-4320 

20.5 

20.8 

19.0 

1,970 

36.3 

74.4 

4.75 

1.40 

A 

D 

Evergreen  Aggressive  Growth-A/343-2898 

20.9 

15.7 

11.6 

310 

44.0 

7.2 

4.75 

1.18 

C 

C 

Evergreen  Blue  Chip-A/343-2898 

14.6 

16.2 

12.9 

871 

35.3 

73.3 

4.75 

1.20 

D 

B 

Evergreen  Equity  lncome-AV343-2898 

12.5 

11.6 

8.8 

238 

20.8 

8.6 

4.75 

1.46 

C 

C 

Evergreen  Fund-A/343-2898 

15.0 

10.2 

7.2 

636 

36.6 

82.7 

4.75 

1.39 

C 

B 

Evergreen  Growth  &  lncome-A/343-2898 

15.9 

12.7 

11.2 

815 

32.3 

12.9 

4.75 

1.43 

C 

Evergreen  Growth  Fund-A/343-2898 

19.9 

15.1 

11.4 

442 

34.7 

1.0 

4.75 

1.30 

B 

D 

Evergreen  Large  Company  Growth-A2/343-2898 

17.0 

16.6 

11.6 

914 

41.9 

53.9 

4.75 

1.00 

A 

D 

Evergreen  Omega  Fund-A/343-2898 

18.7 

17.1 

14.1 

2,024 

43.3 

16.4 

4.75 

1.30 

A 

D 

Evergreen  Small  Company  Growth-A/343-2898 

18.5 

8.3 

2.9 

822 

35.3 

2.3 

4.75 

1.17 

D 

B 

Evergreen  Utility  Fund-A3/343-2898 

13.3 

16.6 

12.8 

467 

21.8 

11.9 

4.75 

1.03 

0 

B 

Evergreen  Value  Fund-A/343-2898 

14.8 

13.4 

9.3 

560 

22.0 

34.7 

4.75 

1.00 

B 

C 

Excelsior-Blended  Equity-A/446-1012 

18.9 

17.7 

16.3 

885 

32.6 

90.1 

none 

0.97 

D 

A 

FAM  Value  Fund/932-3271 

16.9 

13.2 

11.1 

336 

14.7 

1.6 

none 

1.23 

D 

B 

Fasciano  Fund/848-6050 

15.4 

12.2 

11.4 

228 

23.3 

1.1 

none 

1.20 

C 

B 

Federated  American  Leaders-A/341-7400 

17.4 

15.0 

12.2 

3,495 

22.5 

15.3 

5.50 

1.16 

B 

C 

Federated  Capital  Appreciation-A/341  7400 

19.7 

20.7 

18.2 

854 

33.3 

12.7 

5.50 

1.27 

C 

C 

Federated  Equity  lncome-A/341-7400 

16.4 

13.1 

11.2 

1,700 

34.9 

92.3 

5.50 

1.10 

A 

D 

Federated  Growth  Strategies-A/341-7400 

17.8 

20.2 

16.8 

1,404 

41.4 

13.3 

5.50 

1.24 

C 

B 

Federated  Stock  Trust/341-7400 

17.5 

15.9 

11.9 

1,375 

21.5 

18.3 

none 

0.95 

F 

B 

Federated  Utility-A/341-7400 

10.6 

8.2 

4.4 

479 

24.8 

16.5 

5.50 

1.24 

B 

c 

Fidelity  Advisor  Growth  Oppors-T/522-7297 

17.4 

9.8 

7.4 

16,140 

33.5 

72.3 

3.50 

1.12 

D 

B 

Fidelity  Advisor  Value  Strategies-T/522-7297 

14.2 

11.3 

7.8 

509  " 

15.1 

0.7 

3.50 

1.18 

B 

C 

Fidelity  Blue  Chip  Growth/544-8888 

21.0 

17.0 

15.2 

26,721 

37.1 

75.9 

none 

0.88 

B 

D 

Fidelity  Capital  Appreciation/544-8888 

16.1 

15.3 

12.5 

2,571 

34.2 

8.4 

none 

0.67 

B 

C 

Fidelity  Contrafund/544-8888 

21.7 

18.1 

14.4 

39,242 

34.8 

28.1 

3.00 

0.65 

8 

C 

Fidelity  Destiny  Portfolio  1/544-8888 

17.9 

10.3 

6.3 

5,294 

35.4 

66.0 

plan  4 

0.31 

B 

C 

Fidelity  Destiny  Portfolio  11/544-8888 

21.4 

16.2 

12.2 

5,495 

34.1 

53.1 

plan  4 

0.48 

B 

C 

Fidelity  Disciplined  Equity/544-8888 

18.6 

17.2 

13.5 

3,323 

28.3 

49.2 

none 

0.65 

Five-year  return  12/31/95  through  12/31/00.  'Formerly  Evergreen  Income  &  Growth,  formerly  Evergreen  Strategic  Growth-A.  'Reflects  performance  of  ABT  Utility  prior  to 
June  1995  merger.  'Available  only  through  monthly  contractual  plan.   Sources:  Forbes:  Upper  Inc.:  Morningstar,  Inc. 
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on  Staniey  Dean  Witter  it  a  service  mark  of  Morgan  Stanley  Dean  Witter  &  Co. 


msd  w  net/Bond  2  The  Net 

e-bonds:  broader  distribution,  better 
pricing  and  greater  liquidity. 

Small  wonder  we've  been  advocating  the  development 
of  new  platforms,  such  as  Securities. Hub  and  TradeWeb, 
to  link  dealers  directly  with  institutional  investors  around 
the  world. 

Connect  to  all  the  technology,  services  and  people 
you  need  to  know  now.  Give  us  a  click. 
Network  the  world 

Morgan  Stanley  Dean  Witter 

Institutional  Securities  &  Investment  Banking 


^    1    "   "   "       I     Li    II   U  ^ 


MARKET 
PERFORMANCE 

10/31/90 
to 

12/31/00 

Pretax 
5-year 

Aftertax 
5-year 

Assets 
11/30/00 
(Smil) 

Weighted 

Median 
market  cap 
(Sbil) 

Maximum 
sales 
charge 

Annual 

UP 

DOWN 

FUND/800  number 

average 
P/E 

expenses 
per  $100 

▼ 

Standard  &  Poor's  500  stock  average 

18.1%  18.2% 

Forbes  stock  fund  composite 

$29.8 

c 

B 

Fidelity  Equity-lncome/544-8888 

17.8% 

15.5% 

13.0% 

$21,433 

22.4 

$51.7 

none 

$0.69 

G 

B 

Fidelity  Equity-Income  11/544-8888 

19.3 

15.8 

11.8 

13,409 

24.5 

49.9 

none 

0.66 

C 

c 

Fidelity  Fund/544  8888 

17.7 

18.0 

15.0 

14,906 

31.3 

70.8 

none 

0.56 

B 

Fidelity  Growth  &  Income/544-8888 

19.4 

16.8 

14.5 

39,762 

32.9 

86.0 

none 

0.67 

A 

Fidelity  Growth  Company/544-8888 

23.7 

24.3 

21.5 

29,145 

36.4 

19.7 

none 

0.74  1 

B 

A 

Fidelity  Low-Priced  Stock/544 -8888 

20.2 

15.1 

12.0 

6,364 

18.3 

0.6 

3.00  X 

0.81 

B 

c 

Fidelity  Magellan  Fund/544-8888 

19.1 

16.3 

13.5 

92,588 

31.9 

76.9 

closed 

0.75 

A 

Fidelity  OTC  Portfolio/544-8888 

20.5 

19.2 

15.5 

11,653 

45.8 

30.9 

none 

0.75 

D 

Fidelity  Real  Estate  Investment/544-8888 

14.6 

11.9 

10.0 

942 

18.5 

2.8 

none 

0.90 

B 

Fidelity  Retirement  Growth/544-8888 

21.1 

21.1 

16.1 

7,928 

40.9 

20.0 

none 

0.63 

A 

A 

Fidelity  Select-Banking/544-8888 

27.1 

18.7 

15.5 

424 

22.4 

22.9 

3.00 

1.23 

A 

Fidelity  Select-Biotechnology/544-8888 

24.7 

30.1 

27.2 

4,118 

48.2 

8.0 

3.00 

1.16 

A 

B 

Fidelity  Select-Brokerage  &  lnv/544-8888 

28.9 

32.0 

30.1 

590 

20.5 

19.1 

3.00 

1.28 

A* 

Fidelity  Select-Computers/544-8888 

30.2 

26.3 

20.5 

2,164 

37.3 

25.4 

3.00 

1.07 

A+ 

F 

Fidelity  Select-Develop  Commun/544-8888 

28.9 

26.0 

21.5 

1.850 

50.4 

41.9 

3.00 

1.11 

A* 

Fidelity  Select-Electronics/544-8888 

35.5 

33.0 

28.5 

6,494 

29.0 

16.0 

3.00 

0.99 

F 

A 

Fidelity  Select-Energy/544-8888 

11.2 

17.2 

14.4 

242 

29.4 

19.5 

3.00 

1.29 

C 

Fidelity  Select-Energy  Service/544-8888 

14.4 

24.2 

22.9 

624 

48.6 

3.5 

3.00 

1.23 

A 

* 

Fidelity  Select-Financial  Services/544-8888 

29.0 

22.8 

20.0 

556 

21.2 

32.0 

3.00 

1.19 

D 

A* 

Fidelity  Select-Food  &  Agriculture/544-8888 

15.4 

12.0 

9.6 

151 

26.8 

20.8 

3.00 

1.31 

C 

A+ 

Fidelity  Select-Health  Care/544-8888 

23.9 

23.2 

19.0 

2,990 

41.7 

68.4 

3.00 

1.07 

A 

A* 

Fidelity  Select-Home  Finance/544-8888 

29.7 

17.5 

15.8 

362 

14.9 

5.5 

3.00 

1.39 

C 

A* 

Fidelity  Select-lnsurance/544-8888 

23.8 

25.0 

22.0 

174 

21.9 

10.7 

3.00 

1.39 

B 

Fidelity  Select-Leisure/544-8888 

20.0 

17.3 

14.4 

213 

36.7 

17.0 

3.00 

1.15 

D 

A* 

Fidelity  Select-Medical  Delivery/544-8888 

16.5 

8.2 

6.0 

252 

30.9 

7.3 

3.00 

1.73 

A 

Fidelity  Select-Multimedia/544-8888 

22.0 

14.8 

13.0 

166 

36.6 

17.2 

3.00 

1.17 

*♦ 

Fidelity  Select-Software  &  Comp/544-8888 

30.1 

25.7 

20.5 

1,103 

38.9 

15.9 

3.00 

1.11 

A+ 

F 

Fidelity  Select-Technology/544-8888 

30.6 

28.3 

23.4 

4,596 

43.7 

35.5 

3.00 

1.05 

A 

f 

Fidelity  Select-Telecom/544-8888 

18.6 

14.2 

10.7 

936 

NA 

20.6 

3.00 

1.12 

C 

C 

Fidelity  Select-Utilities  Growth/544-8888 

15.7 

17.8 

13.4 

569 

23.7 

21.4 

3.00 

1.07 

C 

C 

Fidelity  Spartan  500  Index/544-8888 

17.9 

18.1 

17.1 

9,464 

31.0 

68.6 

none 

0.19 

B 

c 

Fidelity  Stock  Selector/544-8888 

19.4 

15.2 

11.5 

1,467 

27.6 

42.9 

none 

0.62 

B 

0 

Fidelity  Trend  Fund/544-8888 

14.9 

11.3 

8.4 

1,246 

34.3 

55.0 

none 

0.58 

G 

D 

Fidelity  Utilities  Fund/544-8888 

14.0 

13.7 

9.6 

2,270 

32.0 

23.4 

none 

0.80 

D 

A 

Fidelity  Value  Fund/544-8888 

16.1 

10.7 

7.2 

3,202 

15.0 

2.4 

none 

0.56 

A 

D 

First  American  Mid  Cap  Growth-A/637-2548 

22.5 

19.6 

12.9 

210 

41.2 

5.4 

5.25 

1.14  J 

B 

B 

First  Eagle  Fund  of  America-Y/45 1-3623 

19.1 

17.9 

13.8 

376 

23.6 

5.6 

none 

1.40 

C 

C 

First  Investors  Blue  Chip-A/423-4026 

15.4 

16.0 

13.8 

656 

31.8 

43.6 

6.25 

1.32 

B 

D 

First  Investors  Special  Situations-A/423-4026 

15.6 

10.7 

8.5 

245 

32.7 

0.8 

6.25 

1.53 

F 

B 

First  Investors  Total  Return-A/423-4026 

10.8 

11.9 

9.0 

132 

30.6 

33.9 

6.25 

1.40 

C 

C 

Firstar -Equity  Index-Retail  A/228-1024 

17.6 

17.8 

16.9 

776 

32.4 

69.1 

5.50 

0.61 

D 

B 

Firstar-Growth  &  Inc-Retail  A/228-1024 

15.7 

17.1 

14.4 

849 

30.9 

40.9 

5.50 

1.17 

B 

D 

Flag  Investors  Communications-A/767-3524 

18.8 

22.4 

19.4 

1,865 

33.7 

50.1 

5.50 

0.96 

D 

C 

Flex-funds-Muirfield/325-3539 

12,1 

9.7 

6.3 

105 

-  36.3 

96.5 

none 

1.21 

A* 

F 

Fortis  Advantage-Capital  Apprec-A/800-2000 

20.8 

18.8 

13.2 

249 

39.1 

0.9 

4.75 

1.35 

B 

C 

Fortis  Equity-Capital  Fund-A/800-2000 

17.8 

19.5 

13.3 

598 

38.9 

27.3 

4.75 

1.07 

A 

D 

Fortis  Growth  Fund-A/800-2000 

19.5 

20.3 

14.2 

981 

46.8 

5.0 

4.75 

1.04 

A 

C 

FPA  Capital  Fund/982-4372 

22.3 

12.3 

7.4 

356 

13.5 

1.0 

closed 

0.86 

D 

B 

Franklin  Asset  Allocation-A/342-5236 

14.5 

12.4 

11.0 

161 

34.0 

45.3 

5.75 

1.10 

D 

A 

Franklin  Balance  Sheet  Invest/342-5236 

17.6 

11.8 

10.1 

1,046 

14.7 

0.6 

1.50 

0.93 

J 

Five-year  return  12/31/95  through  12/31/00.  NA:  Not  available.  Sources:  Forbes;  Upper  Inc.;  Morningstar,  Inc. 
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No  annual  IRA  fees  for  life. 

That's  what  you  can  expect  when  you  roll  over  or 
transfer  $10K  into  an  American  Express®  IRA  by 
April  16, 2001  *  And  with  a  $25K  minimum  invest- 
ment, you'll  qualify  to  buy  stocks  online  for  free! 
American  Express  gives  you  access  to  a  variety  of 
powerful  online  planning  tools,  professional 
research  and  investment  options.  Allowing  you  to 
actively  manage  and  customize  your  IRA  portfolio 
as  your  investment  strategy  changes.  Online,  in 
person,  by  phone.  You  can  manage  your  account 
any  way  you  like,  knowing  American  Express  is 
always  there  to  help  you  do  more  with  your  IRA. 


What  you've  always 
wanted  to  do 
with  your  IRA  fees. 


online  trading  advice  &  planning  investments  1-800-297-8004  americanexpress.com /trade 
i  i  i  i  

IRA  fee  waiver  pertains  to  the  individual  client  making  investment.  SEP,  SIMPLE,  Annuity  and  Education  IRAs  are  not  included.  The  annual  fee  waiver  is  the  custodial 
fee  and  does  not  include  product  fees.  'Three  free  online  stock  buys  per  month  with  an  account  balance  of  $25,000  or  more.  Ten  free  online  stock  buys  and  sells 
per  month  with  an  account  balance  of  $100,000  or  more.  For  trades  of  more  than  3,000  shares,  add  $0.03  per  share  above  3,000.  Online  market  orders  at  lower 
asset  levels,  online  limit/stop  orders  and  all  online  orders  in  excess  of  allotted  monthly  free  trades  are  $1 9.95.  Account  balance  (defined  as  cash,  money  market 
funds,  mutual  funds,  stocks,  options,  and  bonds)  is  reviewed  periodically  to  determine  commission  rates.  Fees  and  commissions  are  subject  to  change.  Market  volume 
and  volatility  may  cause  delays  in  system  access  and  trade  execution.  American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC.  American  Express 
Company  is  separate  from  American  Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2001  American  Express  Financial  Corporation.  All  rights  reserved. 


MAflKFJ 
PEHFORMANCE 


UP 


DOWN  I  FUND/800  number 


aNMUiLIZED  TOTAL  BETUBH  _ 

10/31/90 

to  Pretax  Aftertax 
12/31/00     5-year  5-year 


MJ    '  "  "  "  J 


Assets     Weighted     Median     Maximum  Annua 
11/30/00    average    market  cap     sales  expens 
(Smil)        P/E         ($bil)        charge  per$lC 


▼ 

Standard  &  Poor's  500  stock  average 
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38.3 
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5.75% 

$1.00  I 

D 

A 
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15.2  12.8 
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5.75 

0.94 

B 

c 
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18.8  22.0 

19.5 

1,232 

37.6 

28.3 

5.75 

0.91  | 

D 

B 
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15.4  14.6 

13.6 

2,557 

31.8 

39.1 

5.75 
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D 

A 
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D 

A 
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22.1 
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B 
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21.6  24.6 
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0.77 
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12.4 

8.2 

4.9 
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1.17 
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11.6 
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25.6 
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5.00 

1.05 

A* 

F 

Hancock  Technology-A/225-5291 

23.5  21.2 

19.7 

1,687 

41.9 

10.6 

5.00 

1.28 

A 
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17.8 
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0.66 
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16.0 
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48.3 
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15.0  14.2 

9.9 
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18.9 

23.2 
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0.76 

B 
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Heartland  Group-Value/432-7856 

19.2  11.0 

8.8 
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1.00 

1.34 
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237  " 
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none 

1.31 

D 

B 

Invesco  Value-Total  Return-lnv/525-8085 

12.6 

8.8 

7.2 

1,838 

23.4 

50.4 

none 

1.00 

C 

B 

Investment  Go  of  America-A/421-4120 

17.0  18.2 

15.0 

54,352 

30.5 

45.7 

5.75 
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8.9 
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19.1  20.7 
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0.85 
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D 
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22.7  26.2 
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113.7 
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0.88 

Five-year  return  12/31/95  through  12/31/00.  'Formerly  Franklin  Equity  Fund.  Sources:  Forbes:  Upper  Inc.:  Morningstar.  Inc. 
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Investments  ® 


1-800-FIDELITY 
Fidelity.com 


Funds  from 
this  company 
are  available 
through 
FundsNetwork. 


FundsNetwork  is  a 
service  of  Fidelity 
Brokerage  Services,  LLC 
(FBS).  Member  NYSE, 
SIPC.  FBS  may  receive 
remuneration  for  providing 
certain  recordkeeping  and 
shareholder  services  to  the 
fund  family.  FBS  does  not 
recommend  or  endorse 
any  particular  mutual  fund. 


Looking  for  Great  Ideas? 


Checkout 


PBHG  Large  Cap  20  Fund 


Average  Annual  Returns  as  of  9/30/00 


+104.62%  +59.01%  +53.59- 


1-year 


-year 


Inception 
(11/29/96) 

Overall  Momingstar  Rating™  as  of  1 1/30/00 


*  *  *  *  * 


out  of  3,990  domestic  equity  funds 


PBHG  Large  Cap  20  Fund  holds  a  core  position  of  no  more  than  20 
large  companies  that  represent  PBHG's  "best  ideas"  for  investment  among 
companies  with  market  capitalizations  over  $1  billion.  Our  bottom-up  research 
focuses  on  identifying  the  companies  with  the  strongest  long-term  growth 
dynamics.  The  PBHG  Large  Cap  20  Fund  combines  the  "big  bet"  orientation  of  a 
concentrated  portfolio  with  investments  limited  to  larger,  more  established 
companies.  Investing  in  the  PBHG  Large  Cap  20  Fund  is  a  great  way  to  own  a 
portfolio  of  carefully  selected  growth  companies. 


For  additional  information,  call:  1  -800-496-8724 


J 


The  Momingstar  Rating™  reflects  historical  risk-adjusted  performance  as  of  11/30/00  and  is  subject  to  change  every  month.  Past 
performance  is  no  guarantee  of  future  results.  The  Fund's  Overall  Momingstar  Rating  is  the  weighted  average  of  its  three-year  risk- 
adjusted  performance.  The  Fund's  three-year  rating  is  calculated  from  the  Fund's  overall  average  annual  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  fee  adjustments,  and  a  risk  factor  that  reflects  Fund  performance  below  90-day 
T-bill  returns.  For  the  three-year  period  ending  11/30/00,  the  Fund  received  a  rating  of  five  stars  out  of  3;990  domestic  equity  funds. 
The  top  10%  of  the  funds  in  the  broad  asset  class  receive  five  stars. 

Performance  data  quoted  represents  past  performance  and  is  not  indicative  of  future  results.  The  investment  return  and  principal  value 
of  an  investment  in  the  Fund  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their 
original  cost.  Performance  includes  reinvestment  of  all  dividends  and  capital  gains.  Performance  figures  quoted  may  be  lower  at  this  time 
due  to  recent  market  volatility.  The  technology  sector  performed  exceptionally  well  in  1999  and  the  first  quarter  of 2000  and  PBHG 
Large  Cap  20  Fund  benefited  from  that  performance.  Achieving  such  exceptional  returns  involves  the  risk  of  volatility  and  investors 
should  not  expect  that  they  can  be  repeated.  Products  of  technology  companies  may  be  subject  to  severe  competition  and  rapid 
obsolescence.  Funds  that  concentrate  investments  in  a  limited  number  of  securities  may  involve  greater  risks  and  volatility 
than  more  diversified  funds.  For  more  complete  information,  including  information  on  charges  and  expenses,  call  for  a 
prospectus.  Read  it  carefully  prior  to  investing  or  sending  money. 


www.pbhgfunds.com 


Distributor:  SEI  Investments  Distribution  Co.  Oaks,  PA 
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14.0 

14.8 

10.6 

164  • 

20.7 

19.0 

5.25 

1.12 

B 

C 

MFS  Capital  Opportunities-A/225-2606 

21.4 

21.3 

17.8 

5,566 

35.1 

19.9 

5.75 

1.18 

*♦ 

D 

MFS  Emerging  Growth-A/225-2606 

25.0 

14.1 

13.2 

15,150 

33.4 

47.4 

5.75 

1.13 

B 

D 

MFS  Growth  Opportunities-A/225-2606 

17.0 

18.0 

12.7 

1,162 

35.7 

25.7 

5.75 

0.80 

B 

G 

MFS  Large  Capital  Growth-A/225-2606 

10.4 

19.3 

14.0 

993 

38.7 

24.8 

5.75 

1.22 

A 

D 

MFS  Managed  Sectors-A/225-2606 

19.0 

18.9 

13.8 

634 

42.6 

18.8 

5.75 

1.36 

A 

D 

MFS  Mass  Invest  Growth  Stock-A/225-2606 

23.3 

26.8 

22.0 

16,472 

37.5 

35.1 

5.75 

0.87 

Five-year  return  12/31/95  through  12/31/00.  'Formerly  Acorn  Fund,  formerly  Merrill  Lynch  Phoenix  Fund-D.  NA:  Not  available,  r:  Distributor  may  impose  redemption  fee  whose 
proceeds  revert  to  the  fund.  Sources:  Forbes;  Upper  Inc.:  Morningstar.  Inc. 
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Hurdles  on  the  road  to  your 
financial  success? 


Jump  start  your  retirement 
plan  today  with  tiaa-cref. 

The  high  fees  and  expenses  charged  by  investment  companies  can 
seriously  erode  performance  results.  The  TIAA-CREF  pension  accounts 
have  some  of  the  lowest  expense  charges  in  the  financial  services 
industry,  one  of  the  reasons  why  Morningstar  says  that  "TIAA-CREF 
sets  the  standard  in  the  financial  services  industry."* 

TIAA-CREF  has  been  the  retirement  system  of  choice  for  millions  of 
educators  and  researchers  for  over  80  years.  The  TIAA-CREF  group  of 
companies  has  a  proven  history  of  helping  people  plan  for  tomorrow. 
Today,  our  mutual  funds,  IRAs,  personal  retirement  annuities,^  trust 
services  and  tuition  plans  are  available  to  everyone. 

Call  800  226-0147  for  more  information  about  TIAA-CREF's  products 
and  services,  including  charges  and  expenses,  or  for  mutual  fund  and 
personal  annuity  prospectuses.  Please  read  them  carefully  before  you 
invest  or  send  money. 


Ensuring  the  future 
for  those  who  shape  it.' 


'RETIREMENT  IN5URANCE 


MUTUAL  FUNDS 


TRUST  SERVICES 


TUITION  FINANCING 


erfomnance  is  not  a  guarantee  of  future  results.  TAvailability  subject  to  state  approval. i  'Source:  Morningstar,  June  2000,  referring  to  the  TIAA-CREF 
on  accounts'  consumer  education,  service  and  low  fees  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  distributes  CREF  and  TIAA  Real  Estate 
ble  annuities.  •  Teachers  Personal  Investor  Services,  Inc.  distributes  the  Personal  Annuities  variable  annuities,  Mutual  Funds,  and  Tuition  Savings 
ments.  •  TIAA  and  TIAA-CREF  Life  Insurance  Co.  issue  insurance  and  annuities.  •  TIAA-CREF  Trust  Company,  FSB  provides  Trust  Services. 
00  TIAA-CREF  and  TIAA-CREF  Life  Insurance  Companies,  NY,  NY  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not 
guaranteed. 


8  0  0   2  2  6-0147 

www.tiaa-tref.org 


~"=\^T  H  AT 

lA-CREF  proudly  sponsors  (  Q  |\|  E  Y  A  nCW  an<'  m*orma1tlve  newsmagazine  about  money  every  week  on  PBS 

^v^^P"  SHOW  [check  local  listings  for  airtimes] 


If  you're  good 
you'll  survive. 

If  you're  really 
good  you'll 
get  to  give 
$1,000,000 
to  charity. 

►Forbes 

CHALLENGE 

wwvv.loi  •lx,.sdulkj,ii«e.coin 


MARKET 
PERFORMANCE 


DOWN 


FUND/800  number 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 


MFS  Mass  Investors  Trust-A/225-2606 
MFS  Research  Fund-A/225-2606 
MSDW  American  Opportunities-A  869  B397 
MSDW  Capital  Growth  Secs-A/869-6397 
MSDW  Developing  Growth-A/869-6397 


MSDW  Dividend  Growth  Secs-A/869-6397 
MSDW  Natural  Resource  Develop-A/869-6397 
MSDW  Strategist-A/869-6397 
MSDWUtilities-A  869  6397 
MSDW  Value-Added  Market-Equity-A/869-6397 


Muhlenkamp  Fund/860-3863 
Nations-Value  Fund-Investor  A/321-7854 
Nationwide  Fund-A/848-0920 
Nationwide  Growth  Fund-A/848-0920 
N&B  Focus  Fund/877-9700 


N&B  Genesis  Fund/877-9700 
N&B  Guardian  Fund/877-9700 
N&B  Manhattan  Fund/877-9700 
N&B  Partners  Fund/877-9700 
New  Century  Capital/639-0102 


New  Economy  Fund -A/421-4120 

Nicholas  Applegate  Growth  Equity-A  55 1-8643 

Nicholas  Fund/227-5987 

Nicholas  11/227-5987 

Nicholas  Limited  Edition/227-5987 


Northeast  Investors  Growth  Fund/225-6704 

Nvest  Growth  &  lncome-A/888-4823 

Nvest  Growth  Fund-A/888-4823 

Nvest  Star  Value-A/888-4823 

One  Group  Diversified  Equity-A/480-4111 


One  Group  Equity  lncome-A/480-4111 
Oppenheimer  Capital  Appreciation-AV525-7048 
Oppenheimer  Disciplined  Value-A/525-7048 
Oppenheimer  Discovery  Fund-A/525-7048 
Oppenheimer  Growth  Fund-A/525-7048 


Oppenheimer  Main  St  Growth  &  lnc-A/525-7048 
Oppenheimer  Quest  Capital  Value-A/525-7048 
Oppenheimer  Quest  Small  Cap-A/525-7048 
Oppenheimer  Quest  Value-A/525-7048 
Oppenheimer  Total  Return-A/525-7048 


PaineWebber  Finl  Svc  Growth-A/647-1568 
PaineWebber  Growth  &  lncome-A/647- 1568 
PaineWebber  Growth  Fund-A/647-1568 
Papp  Stock  Fund/421-4004 
Parnassus  Fund/999-3505 


PBHG  Growth  Fund/809-8008 
Pennsylvania  Mutual-lnvest/221  4268 
Phoenix-Engemann  Aggress  Growth-A/243-4361 
Phoenix-Engemann  Capital  Growth-A/243-4361 
Phoenix-Engemann  Focus  Growth-A/243-4361 


11AL1ZEO  TOTAL  BETUfiM  | 

10/31/90 

ta  Pretax    After  I 

12/31/00         5-year  5-yc 


16.8% 

18.6 

21.0 

15.0 

21.0 


15.3 
10.6 
14.4 
12.7 
17.2 


21.6 
15.4 
16.3 
13.3 
19.3 


19.1 
15.3 
17.7 
16.0 
15.7 


18.8 
21.0 
16.5 
15.4 
14.6 


17.6 
16.0 
17.2 
14.5 
17.3 


14.9 
20.5 
14.8 
17.1 
18.4 


22.5 
18.7 
14.5 
17.1 
16.9 


24.3 
13.3 
15.8 
17.4 
20.7 


22.9 
14.7 
20.4 
14.1 
16.9 


16.8% 

16.8 

20.6 

16.7 

16.5 


13.4 
10.7 
14.3 
14.2 
15.5 


20.1 
13.4 
17.0 
8.7 
18.3 


17.6 
8.7 
17.1 
13.5 
15.7 


18.0 
21.3 
13.2 
12.1 
7.6 


20.2 
14.5 
17.0 
9.2 
17.8 


14.0 
23.0 
8.4 
10.3 
16.1 


14.6 
13.3 
8.9 
14.4 
15.6 


16.3 
14.3 
12.9 
17.3 
17.2 


9.4 
13.0 
21.3 
14.1 
16.2 


14. 
14. 
15. 
11. 
12 


11. 
8 

11. 
11. 
12. 


19. 
8 

13. 
4.! 
15 


16.1 

3. 

11.1 
9. 
11. 


14.  ; 

15.  ! 
9.! 

7. 

4.; 


18.: 

10. 

iu 

5 

14.' 


Five-year  return  12/31/95  through  12/31/00.  Reflects  performance  of  Oppenheimer  Regency  prior  to  June  1991  merger. 

Sources:  Forbes:  Upper  Inc.:  Morningstar,  Inc. 
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STOCK  FUNDS 


Weighted 

Median 

Maximum 

Annual 

average 

market  cap 

sates 

expenses 

Jj" 

P/E 

(SMI) 

charge 

per  $100 

i 

. 

i  30.7 

$29.8 

$1.06 

32.4 

$63.1 

5.75% 

$0.88 

36.4 

52.0 

5.75 

0.98 

40.1 

23.4 

5.25 

0.81 

II 

11  7 

JO./ 

1  ?  5 

o.co 

1.06 

ii 

11  ? 
00.  L 

1  n 

J.aU 

J  L  J 

0.90 

i 

•. 

23.4 

31.6 

5.25 

0.67 

j 

i  28.8 

10.7 

5.25 

1.12 

II 

32.9 

20.2 

5.25 

0.87 

;i 

24.6 

15.9 

5.25 

0.85 

24.6 

10.1 

5.25 

0.83 

; 

Ij 

16.5 

8.4 

none 

1.38 

j 

20.7 

33.1 

5.75 

1.18 

"I 

31.3 

59.7 

5.75 

0.96 

i 

46.1 

52.7 

5.75 

1.04 

20.4 

8.3 

none 

0.85 

209 

0.9 

none 

1.17 

21.8 

29.9 

none 

0.82 

45.3 

7.0 

none 

1.00 

23.5 

27.4 

none 

0.82 

40.2 

62.9 

none 

1.39 

34.7 

21.4 

5.75 

0.78 

37.5 

5.9 

5.00 

1.40 

33.4 

31.4 

none 

0.73 

36.3 

5.1 

none 

0.61 

31.2 

1.0 

none 

0.87 

34.0 

82.6 

none 

0.85 

25.6 

51.4 

5.75 

1.21 

20.8 

14.8 

5.75 

1.12 

20.0 

35.6 

5.75 

1.33 

32.3 

63.1 

5.25 

1.20 

26.8 

72.7 

5.25 

1.16 

34.0 

26.1 

5.75 

1.06 

17.6 

10.4 

5.75 

1.02 

29.5 

0.7 

5.75 

1.31 

42.5 

48.6 

5.75 

1.01 

26.9 

58.2 

5.75 

0.90 

23.4 

10.7 

5.75 

1.58 

1  "7  n 

17.0 

0.7 

5.75 

1.96 

21.8 

29.6 

5.75 

1.60 

34.7 

51.3 

5.75 

0.87 

21.2 

31.7 

4.50 

1.23 

25.6 

43.3 

4.50 

1.08 

39.4 

33.3 

4.50 

1.15 

32.8 

41.1 

none 

1.09 

16.5 

1.8 

3.50 

1.07 

40.4 

2.5 

none 

1.48 

17.3 

0.5 

none 

1.04 

44.0 

12.6 

5.75 

1.19 

37.8 

68.0 

5.75 

1.07 

45.8 

87.5 

5.75 

1.54 

The  experience  to 
maximize  your 
fractional  experience 


When  it  comes  to  aircraft  experience,  no  one  touches  Raytheon 
Travel  Air.  Our  parent  company,  Raytheon  Aircraft,  has  a 
seventy-year  history  manufacturing,  operating,  and  maintain- 
ing the  industry's  most  popular  aircraft. To  experience  the 
best  in  fractional  ownership,  give  us  a  call  at  888-824-6359. 
www.raytheontravelair.com 


/-/  7  Raytheon  / 


BUY  A  FRACTION 
FLY  A  FLEET- 


Rayttieon  Travel  Ait  is  a  Raytheon  Aitctatl  company  ©2001  Raytheon  Company  All  Rights  Resetved 


How  good  are  you? 

Put  your  people  where 
your  mouth  is. 


Forbes 

CHALLENGE 

www.forbeschallenge.com 


ui iu  uui  vuy 


STOCK 


ANNUALIZED  TOTAL  RETURN 


PERFORMANCE 

1 

10/31/90 
to 

12/31/00 

Pretax 

5-year 

Aftertax 
5-year 

Assets 
11/30/00 
(Smil) 

Weighted 

Median 
market  cap 
($WI) 

Maximum 
sales 
charge 

Annual 

UP 

DOWN 

FUND/800  number 

average 
P/E 

expenses 
per  $100 

▼ 

Standard  &  Poor's  500  stock  average 

18.1%  18.2% 

Forbes  stock  fund  composite 

17.9%       16.2%                               30.7         $29.8  $1.06 

o 

Phoenix-Seneca  Growth-AV243-4361 

14.9% 

1  o  no/ 

8.1% 

$283 

37.9 

$83.8 

5.75  % 

$1.44 

F 

B 

Phoenix-Zweig  Strategy  Fund-A/243-4361 

n  n 
9.9 

5.2 

1.7 

253 

29.3 

34.9 

5.75 

1.28 

B 

A* 

PilCrim  Rank  £  Thrift-A/lld-'Udd 
nigi nil  Ddim  at  mini  m/ooh  ohhi 

99  P 

1  fl  9 

1  5  9 

1  7  5 

1 1 

j. /  j 

1  A\ 

D 

B 

Pilgrim  Corp  Leaders  Trust  Fund2/526-0056 

14.7 

12.4 

9.3 

341 

22.5 

57.9 

none 

0.61 

A 

D 

Pilgrim  Growth  Opportunities-A/334-3444 

19.1 

23.5 

19.9 

512 

38.8 

12.7 

5.75 

1.39 

D 

B 

Pilgrim  MagnaCap  Fund-A/334-3444 

16.3 

14.8 

10.0 

388 

26.9 

43.1 

5.75 

1.29 

B 

D 

Pimco  Growth  Fund-A/426-0107 

18.0 

19.7 

15.6 

2,375 

43.2 

68.2 

5.50 

1.16 

A+ 

F 

Pimm  flnnnrtnnitv  Fiinri-A/iPR-DI  i  17 

rllllUU  BJ|ipUI  IIIIIIIJ  rUIIU  H/4t.u  U1U/ 

9}  n 

q  4 

4.4 

411 

in  R 

JUL) 

1  i 

r  ^n 

J.  JU 

i  n 

G 

A* 

Pimco  Renaissance  Fund-A/426-0107 

20.4 

23.5 

18.3 

668 

20.2 

3.2 

5.50 

1.25 

D 

A 

Pioneer  Equity-lncome-A/225-6292 

17.1 

15.3 

13.0 

818 

20.6 

23.4 

5.75 

1.09 

c 

B 

Pioneer  Fund-A/225-6292 

17(1 

17.9 

inn 

19.9 

1  "7  O 

17.8 

7,424 

op  n 

26.9 

0"7  O 

37.3 

5.75 

1.10 

B 

C 

Pioneer  Growth  Shares-A/225-6292 

inn 

19.0 

1  o  o 

18.8 

IPC 

16.6 

1,969 

43.5 

24.8 

5.75 

1.02 

D 

B 

Pinnppr  ll-A/77ci-R?Q? 

rlUIICCI  II  HILL  J  {JLtJC 

1 1  4 

10.*+ 

in  1 

1U.J 

ft  1 

A  Ifid 

??  fl 

LL,U 

1  4  4 

R  7"i 

n  % 

U.  JU 

B 

D 

Pioneer  Mid-Cap  Fund-A/22 5-6292 

14.4 

10.5 

6.3 

841 

36.2 

5.4 

5.75 

0.88 

C 

A 

Pioneer  Mid-Cap  Value-A/225-6292 

18.9 

10.6 

7.9 

1,249 

22.4 

4.4 

5.75 

1.18 



f 

A+ 

T  Rowe  Price  Capital  Appreciation/638-5660 

1  a  n 

14.9 

in  j 

13.4 

n  p 

9.6 

O  AO 

848 

15.7 

3.0 

none 

0.88 

D 

A 

T  Rowe  Price  Equity  Income/638-5660 

1  "7  O 

17.3 

14.8 

IIP 

11.6 

10,295 

20.3 

20.1 

none 

0.77 

C 

C 

T  Rnufp  Prirp  Fnnitv  Inripv  ^flfl/f-i ^ 9- r, RRH 
1  D1UWU  rlllfC  Lljllliy  IIIUCA  ilUU/DOO  JOPU 

1 7R 

1 8  n 

1 1,0 

4  1 9  A 

1?  R 

RR  7 

OO.  / 

n  a(\ 

D 

B 

T  Rowe  Price  Growth  &  Income/638-5660 

16.7 

14.1 

11.3 

3,089 

28.7 

35.3 

none 

0.77 

B 

C 

T  Rowe  Price  Growth  Stock/638-5660 

18.7 

19.2 

14.5 

5,407 

33.4 

42.6 

none 

0.74 

B 

0 

T  Rowe  Price  New  America  Growth/638-5660 

1  O  O 

18.2 

1  1  P 

11.6 

O  A 

8.4 

1  cm 

ob.o 

IB. 2 

none 

n  n  a 
U.94 

F 

A 

T  Rowe  Price  New  Era/638-5660 

12.4 

1  o  p 
12.6 

n  a 
9.4 

l.Uol 

2b. 2 

7  A 
(A 

none 

n  7  a 

A 

D 

T  Rnuio  Priro  Unu/  UnriTnnc/PTQ-'iRPn 
1  nUWc  ri  OLc  niw  flUilZUHb/O  JO  JOOU 

L  U.  J 

LL.L 

3.0 

J.00  I 

X.J 

n  qn 

U.JU 

A* 

F 

T  Rowe  Price  Science  &  Technology/638-5660 

26.7 

16.9 

13.3 

9,723 

41.1 

18.7 

none 

0.87 

C 

B 

T  Rowe  Price  Small-Cap  Stock/638-5660 

18.2 

15.0 

12.9 

2,083 

21.7 

0.6 

none 

0.96 

o 

A 

T  Rowe  Price  Small-Cap  Value/638-5660 

1  p  c 

16.5 

11.1 

O  7 

8.7 

1,2/b 

i  c  n 

lb. 9 

0.3 

none  r 

c 

B 

T  Rowe  Price  Spectrum-Growth/638-5660 

16.4 

14.2 

1  i  n 
11.0 

2,771 

oo  n 
J2.U 

1  P  7 

lb./ 

none 

n  o  a 
U.84 

D 

B 

riincipai  wapmi  value  R/tui 

1  A  1 
1H.0 

l  n  R 

1U.0 

7  *i 

4R7 
HO  / 

0  J  u 

A  7<i 

n  7^ 

B 

C 

Principal  Growth  Fund-A/451-5447 

17.4 

12.5 

9.5 

565 

43.6 

62.3 

4.75 

0.89 

B 

B 

Principal  MidCap  Fund-A/451-5447 

18.9 

13.5 

10.8 

426 

30.1 

7.3 

4.75 

1.22 

B 

rj 

n  •  n                 o  o  n  i  nn  ni...  *  /nop   i  pnn 

Principal  Preserv-S&P  100  Plus-A/826-4600 

17.6 

18.8 

1  T  P 

17.6 

one 

295 

on  i 

33.1 

1  PP  P 

166.6 

C  0  c 

n  oo 
U.oo 

C 

B 

Prudential  Equity  Fund-A/225-1852 

16.9 

13.3 

9.5 

3,470 

i  n  o 

19.2 

n  p 

9.6 

5. DO 

U.ob 

D 

B 

Prudential  Cmall  Pnmnanu-A/^PR-I  $^9 

1  A  R 

R  R 

0.0 

R  A 

445 

fl  7 

5.00 

1.27 

D 

A+ 

Prudential  Utility  Fund-A/225-1852 

15.9 

19.6 

15.4 

4,367 

20.1 

6.0 

5.00 

0.78 

D 

A 

Prudential  Value-A3/225-1852 

16.1 

15.7 

12.4 

1,230 

15.2 

4.2 

5.00 

1.02 

D 

A 

Putnam  Equity  lncome-A/354-5487 

16.0 

14.6 

12.3 

1,594 

20.8 

24.9 

C  7C 

b./o 

U.94 

D 

B 

Putnam  Fund  for  Growth  &  lncome-A/354-5487 

15.5 

13.7 

10.8 

29,354 

23.0 

>i  i  n 
41.9 

n  7C 

b./b 

n  7fi 
U./9 

F 

A 

Dlltnam  f!lnlt4l  Untiiml  QocAiirrac- A /Q  r,  A  -  ^  A  Q  7 

rufnaiii  uiooai  naiurai  nesources  a/ jj^  u^o/ 

i  n  n 

1U.D 

1  L  .  J 

in? 

0.1  0 

OO,  K 

11  Q 

J.r  0 

1.16 

G 

A 

Putnam  Health  Sciences-A/354-5487 

19.9 

20.4 

18.5 

7,082 

46.3 

22.2 

5.75 

0.95 

B 

D 

Putnam  Investors  Fund-A/354-5487 

18.6 

18.7 

16.8 

11,367 

38.0 

64.3 

5.75 

0.86 

A+ 

F 

Putnam  New  Opportunities-A4/354-5487 

23.4 

16.2 

14.3 

24,074 

43.7 

18.2 

5.75 

n  oc? 

0.86 

A* 

F 

Putnam  OTC  &  Emerging  Growth-A/354-5487 

18.7 

7.2 

4.8 

5,053 

50.0 

2.6 

5.75 

n  no 

U.93 

A 

D 

ruinam  vista  runu-A/  Jo't-owi 

91  7 

cl.o 

17C 

0 

11.  J 

0.0 

R  7<i 

n  R7 

A 

D 

Putnam  Voyager  Fund-A/354-5487 

21.9 

18.0 

15.4 

31,640  • 

38.9 

25.8 

5.75 

0.86 

B 

0 

Reynolds  Blue  Chip  Growth/773-9665 

16.7 

21.7 

21.4 

435 

42.5 

64.8 

none 

1.50 

p 

g 

Rightime  Blue  Chip/866-9393 

9.7 

6.4 

4.6 

192 

31.9 

72.8 

4.75 

2.09 

A+ 

F 

RS  Emerging  Growth/766-3863 

25.3 

31.3 

27.5 

3,813 

43.1 

1.4 

closed 

1.51 

D 

B 

Safeco  Dividend  Income/624-5711 

12.8 

9.6 

6.9 

214 

22.8 

40.0 

none 

0.99 

C 

Safeco  Equity  Fund/624-5711 

17.6 

13.6 

11.4 

1,444 

29.4 

99.1 

none 

0.83 

B 

B 

Safeco  Growth  Opportunities/624-5711 

17.7 

13.6 

11.6 

662 

18.4 

0.4 

none 

1.02 

Five-year  return  12/31/95  through  12/31/00.  'Reflects  performance  of  Phoenix  Equity  Opportunities  prior  to  May  2000  merger.  'Formerly  Lexington  Corp  Leaders  Trust  Fund 
^Formerly  Prudential  Equity  Income-A.  'Reflects  performance  of  Information  Sciences  prior  to  March  1992  merger,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert 
to  the  fund.  Sources/  Forbes;  Upper  Inc.;  Morningstar,  Inc. 
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CHANGE  WHAT  YOUR  SOFTWARE  IS  CAPABLE  OF  DOING  AND 
YOU  CHANGE  WHAT  YOUR  PEOPLE  ARE  CAPABLE  OF  DOING. 

There's  one  in  every  office.  Someone  who's  always  busy,  always  going,  always  productive.  And  now 
there's  a  business  PC  operating  system  just  as  reliable.  Microsoft®  Windows'8  2000  Professional  was 
designed  for  today's  always-on,  Internet-based  technology.  Perfect  for  that  never-say-die  attitude. 
For  information  on  upgrading  your  business,  talk  to  your  IT  professional  or  visit 
microsoft.com/windows2000/pro       ware  for  the  Agile  Business. 


^UWndows2ooo 

Professional 


)0  Microsoft  Corporation.  All  rights  reserved-  Microsoft.  Windows,  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


b  i  u  l  i\  r  u  w  u 


MARKET 
PERFORMANCE 


UP 


DOWN 
▼ 


FUND/800  number 


Standard  &  Poor's  500  stock  average 
Forbes  stock  fund  composite 


j  10/31/90 

Assets 

Weighted 

Median 

Maximum 

Annua 

to 

Pretax 

Aftertax 

11/30/00 

average 

market  cap 

sales 

expens 

t  12/31/00 

5-year 

5-year 

(Smil) 

P/E 

(Soil) 

charge 

per  SIC 

B 

B 

Salomon  Brothers  Capital-A/725-6666 

19.6% 

25.0% 

19.5% 

$596 

23.6 

$6.4 

5.75  % 

$1.27 

C 

B 

Salomon  Brothers  Investors  Value-A/725-6666 

18.4 

19.4 

14.9 

834 

21.2 

28.8 

5.75 

0.87 

C 

A 

Salomon  Brothers  Opportunity/725-6666 

17.9 

15.5 

13.2 

225 

20.8 

21.3 

none 

1.11 

A 

o 

Salnmnn  Rrnthpr^  ^mall  Can  f»rnw-Al/4ci1  -?fl1  fl 

ijaiuiliuil  PI  u  1 II u  1  d  Olllall  Vn|l  UIVH  H  I  *i\M.  LU1U 

20.1 

12.6 

10.2 

301 

30.8 

1.3 

5.75 

1.37 

B 

£ 

Scuddpr  Canital  Grnwth  Fiinil-AARP2/7?R-T117 

18.5 

19.6 

16.3 

2,143 

39.7 

92.4 

none 

0.91 

A 

D 

Scudder  Development  Fund/728  3337 

15.9 

7.6 

4.0 

602 

46.6 

7.9 

none 

1.40 

D 

B 

Scudder  Growth  &  lncome-S/728-3337 

14.9 

11.8 

9.4 

5,440 

31.3 

79.6 

closed 

0.80 

C 

B 

Scudder  Large  Company  Value  Fund-S/  728-3337 

17.6 

15.8 

12.9 

2,272 

24.6 

43.7 

closed 

0.95 

g 

p 

V 

Sprnritv  Fnmtv  Fnnrl-A/RRfl-?4R1 

17.0 

14.4 

11.5 

908 

35.5 

78.9 

5.75 

t  n? 

LUC 

A 

r 
«# 

Sprnritv  Ultra  Fnnrl-A/RRfl-?4fi1 

21.8 

24.5 

21.2 

212 

39.4 

3.4 

5.75 

1.21 

B 

B 

Selected  American  Shares/279-0279 

21.0 

22.4 

20.2 

4,795 

23.4 

62.5 

none 

0.93 

A 

D 

Seligman  Capital  Fund-A/221-7844 

21.9 

22.5 

18.6 

652 

42.8 

8.9 

4.75 

1.02 

D 

B 

Seligman  Common  Stock-A/221  -7844 

13.7 

9.7 

6.5 

623 

29.5 

59.1 

4.75 

1.13 

A+ 

F 

Seliprman  Commun  &.  Infn-A/??1  -7R44 

Wdlglllllll  VUlllollUII  Ob  IIIIU  M/  LLl    1  Un^ 

26.9 

15.0 

11.5 

6,479 

23.8 

3.1 

4.75 

1.39 

B 

D 

Seligman  Frontier  Fund-A/??  1 -7R44 

16.3 

4.5 

3.0 

249 

38.5 

1.2 

4.75 

1.62 

B 

D 

Seligman  Growth  Fund-A/221-7844 

16.8 

16.1 

12.0 

1,102 

44.4 

47.2 

4.75 

1.16 

D 

B 

Sentinel  Common  Stock-A/282-3863 

15.6 

15.0 

11.3 

1,439 

27.4 

46.2 

5.00 

1.00 

B 

D 

Sentinel  Mid-Cap  Growth-A/282-3863 

15.8 

20.1 

15.3 

207 

43.8 

6.0 

5.00 

1.22 

c 

A 

Senunia  Fund/RRR-RRR4 

20.3 

18.8 

16.1 

3,944 

24.6 

24.6 

1.00 

8 

A 

SIFE  Trust-Class  A-ll/231-QTiR 

VflF  la    II  HOI    vlflO  J  M    11/  C  <J  1  UJJU 

22.2 

16.3 

12.9 

729 

18.7 

17.2 

5.00 

1.50 

B 

D 

Sit  Large  Cap  Growth/332-5580 

17.3 

19.5 

16.8 

149 

41.8 

69.2 

none 

1.00 

A 

D 

Sit  MidCap  Growth/332-5580 

20.4 

20.1 

15.2 

455 

41.5 

12.4 

none 

1.00 

C 

A 

Skyline  Fund-Special  Equities/828-2759 

18.6 

12.0 

9.6 

252 

13.8 

0.8 

none 

1.48 

o 

A 

SM&R  Enuitv  lncome-T/52R-R34R 

13.2 

11.5 

8.8 

167 

20.1 

20.0 

L  1  U  o  L  U 

1.05 

D 

c 

SM&R  Growth-T/526-8346 

14.6 

14.2 

11.5 

200 

26.9 

40.3 

r|ncpH 

0.87 

A 

C 

SB  Aggressive  Growth-A/451-2010 

24.6 

28.3 

27.6 

3,731 

36.4 

11.6 

5.00 

1.14 

D 

B 

SB  Appreciation  Fund-A/451-2010 

15.3 

16.1 

12.6 

4,611 

29.4 

53.2 

5.00 

0.92 

C 

C 

Smith  Barney  Diversified  Large  Cap  Grow3/846-5200 

15.2 

14.6 

10.4 

401 

38.6 

139.1 

5.00 

1.05 

c 

B 

SB  Fundamental  Value-A/451-2010 

19.6 

19.5 

17.2 

2,684 

23.7 

21.0 

5.00 

1.17 

c 

c 

Smith  Rarnev  Growth  &  lncome-A4/Ii44-'S44Ei 

v  in 1 1  i  uaiiiifj  mi  until  ul  mijuiiib  n  |im   >J  .  .  vJ 

14.7 

13.0 

9.2 

1,332 

30. 3 

53.2 

5.00 

1.12 

D 

B 

SB  Inc-Premium  Total  Return-A/451-2010 

15.3 

12.5 

8.3 

1,892 

26.2 

15.5 

5.00 

1.12 

D 

B 

SB  Invest-Large  Cap  Value-A/451-2010 

14.8 

13.8 

10.8 

868 

22.4 

35.6 

5.00 

0.90 

B 

C 

Smith  Barney  Large  Cap  Core-AV544-5445 

18.2 

18.7 

15.3 

5,249 

34.1 

106.6 

5.00 

1.01 

D 

B 

Smith  Rarnpv  Snrial  Awarpnp^-A6/4[i1  -7D1  ft 

wlllllll  BCHIICJ  JULlal  MlfCU  CIICOS  M  /iJl  lUIU 

15.3 

14.8 

12.1 

555 

31.8 

44.6 

5.00 

1.17 

c 

A 

Sound  Sharp  Fiind/7ti4-R7IiR 

wUUIIU  vllvl  C  milll/  r  U*r  u  '  <JU 

18.7 

179 

I/O 

1 R  R 

1,017 

24.0 

10.5 

none 

0.98 

A 

F 

Spectra  Fund-N/992-3863 

22.4 

20.7 

19.6 

739 

43.5 

46.7 

none 

1.85 

0 

A 

State  St  Research  Alpha  Fund-A/882-0052 

15.4 

15.5 

12.4 

197 

19.9 

2.0 

5.75 

1.27 

D 

A 

State  St  Research  Argo  Fund-A/882-0052 

16.1 

15.0 

10.8 

113 

23.5 

28.7 

5.75 

1.27 

A 

D 

SteinRoe  Canital  Onnortunities/33R-2Ii5n 

WlvlllllVw  WQjUrMOII  V|I|IWI  lUllillv^/  U  <J  U  LUJU 

18.6 

9.4 

7.6 

422 

44.9 

7.9 

none 

1.07 

D 

B 

SteinRne  Dkriniinpri  Stnrk  Fund/31fl-?ci'in 

14.5 

1L.U 

7R 
/  .u 

470 

20.8 

4.4 

none 

1.07 

D 

B 

SteinRoe  Growth  &  lncome-S/338-2550 

16.9 

16.7 

14.0 

302 

27.2 

68.6 

closed 

1.02 

B 

D 

SteinRoe  Growth  Stock  Fund/338-2550 

18.3 

19.3 

16.8 

856 

40.8 

56.7 

closed 

0.94 

— 

B 

C 

Strong  Common  Stock-lnv/368-3863 

22.0 

17.2 

12.3 

1,614 

24.7 

3.7 

closed 

1.20 

C 

C 

Strong  Discovery-lnv/368-3863 

13.7 

5.7 

3.2 

153  ' 

26.4 

3.0 

none 

1.40 

B 

D 

Strong  Large  Cap  Growth-lnv/368-3863 

18.2 

20.9 

16.1 

1,550 

45.7 

27.5 

none 

1.00 

C 

B 

Strong  Opportunity-lnv/368-3863 

19.7 

19.5 

15.2 

3,118 

24.6 

10.0 

none 

1.20 

C 

B 

Strong  Schafer  Value-lnv/368-3863 

14.2 

5.2 

4.7 

366 

16.6 

3.6 

none 

1.40 

B 

D 

SunAmerica  Blue  Chip  Growth-A/858-8850 

17.8 

18.1 

14.3 

183 

36.8 

63.7 

5.75 

1.49 

A 

D 

SunAmerica  Growth  Opportunities-A/858-8850 

21.3 

23.7 

20.1 

291 

46.2 

8.1 

5.75 

1.57 

A 

D 

SunAmerica  New  Century-A/858-8850 

22.1 

15.0 

10.9 

187 

49.0 

10.7 

5.75 

1.48 

Five-year  return  12/31/95  through  12/31/00.  'Reflects  performance  of  Smith  Barney  Special  Equities  prior  to  July  1999  merger  formerly  AARP  Growth  Trust-Capital  Growth. 
3Formery  CitiFunds  Large  Cap  Growth.  'Formerly  Concert  Investment-Growth  &  Income-A  5Formerly  Concert  Investment-Growth  Fund-A.  6Formerly  Concert  Social  Awareness-A 

Sources:  Forbes;  Upper  inc.;  Morningstar.  Inc. 
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CHANGE  WHAT  YOUR  SOFTWARE  IS  CAPABLE  OF  DOING  AND 
YOU  CHANGE  WHAT  YOUR  PEOPLE  ARE  CAPABLE  OF  DOING. 

You  know  who  you  can  count  on.  They're  the  first  in  the  office  and  the  last  to  go  home.  They  need  the 
reliability  of  Microsoft®  Windows®  2000  Professional.  Based  on  NSTL  test  results,  it's  13  times 
more  reliable  than  Windows  98*  That  means  less  time  calling  the  help  desk,  and  more  time  being 
productive.  For  information  on  upgrading  your  business,  talk  to  your  IT  professional  or  visit 
microsoft.com/windows2000/pro  Software  for  the  Agile  Business. 


Microsoft 

w Windows  2000 

Professional 


Microsoft 


I  report  and  test  results  see:  NSTL,  February  2000  (www.nstl.com/html/wlndows_2000_rellablllty.html).  ©  2000  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Windows,  and  the  Windows  logo  are  either 
irks  or  trademark  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


ANNUALIZED  TOTAL  RETURN 

10/31/90 

to  Pretax  Aftertax 
12/31/00     5-year  5-year 


Assets     Weighted     Median     Maximum  Annu 
11/30/00    average    market  cap     sales  expem 
(Smil)        P/E         (Sbil)       charge  per$l 


rmm or 

▼ 

Standard  &  Poor's  500  stock  average 

18.1% 

18.2% 

Forbes  stock  fund  composite 

17.9% 

16.2% 

30.7 

$29.8 

$1,061 

B 

Third  Avenue  Value/443-1021 

19.4% 

16.4% 

14.7% 

$1,782 

22.6 

$1  2 

none 

$1.10 

D 

UAM-Sirach  Special  Equity-lnst/638-7983 

20.4 

17.5 

8.5 

177 

35.8 

2.3 

none 

0.94 

B 

UMB  Scout  Stock/422-2766 

12.2 

10.3 

7.5 

131 

24.9 

19.6 

none 

0.87 

F 

USAA  Mutual-Aggressive  Growth/382  8722 

21.2 

18.6 

16.2 

1,933 

45.9 

3.8 

none 

0.601 

D 

USAA Mutual-Growth/382  8722 

13.3 

9.7 

6.8 

1,726 

43.3 

104.3 

none 

0.96 

D 

A 

USAA  Mutual-Income  Stock/382-8722 

14.4 

13.1 

10.1 

1,948 

22.3 

34.8 

none 

0.67 

g 

D 

Value  Line  Fund/223-0818 

15.9 

14.0 

11.1 

388 

38.9 

34.8 

none 

0.76 

B 

Value  Line  Income  &  Growth/223-0818 

14.6 

17.0 

13.2 

218 

41.3 

85.6 

none 

0.83 

D 

Value  Line  Leveraged  Growth  lnv/223-0818 

18.7 

19.0 

16.3 

604 

38.7 

43.2 

none 

0.82 

A 

D 

Value  Line  Special  Situations/223-0818 

19.3 

22.6 

18.4 

370 

39.2 

3.7 

none 

0.89 

m 

A 

Vanguard  Energy  Fund/835-1510 

12.4 

15.1 

13.6 

1,189 

24.3 

6.8 

none  r 

0.48 

D 

A 

Vanguard  Equity  Income/835-1510 

16.6 

15.4 

13.1 

2,449 

22.5 

32.8 

none 

0.41 

B 

C 

Vanguard  Explorer  Fund/835-1510 

19.3 

15.2 

11.9 

4,046 

26.0 

0.9 

none 

0.74 

B 

D 

Vanguard  Extended  Market  lndex'/835-I510 

17.1 

13.2 

9.9 

3,753 

29.4 

2.4 

none 

0.25 

C 

C 

Vanguard  500  lndexV835-1510 

18.1 

18.3 

17.6 

89,394 

32.0 

71.0 

none 

0.18 

B 

c 

Vanguard  Growth  &  Income/835  1510 

18.5 

18.9 

16.2 

8,831 

27.3 

62.8 

none 

0.37 

B 

»♦ 

Vanguard  Health  Care/835-1510 

26.5 

30.4 

27.8 

17,508 

40.7 

18.3 

none  r 

0.41 

B 

D 

Vanguard  Morgan  Growth/835-1510 

17.6 

18.3 

14.0 

4,932 

31.9 

23.5 

none 

0.43 

A 

C 

Vanguard  Primecap  Fund/835-1510 

23.9 

24.6 

22.7 

21,034 

30.9 

16.8 

closed 

0.51 

B 

C 

Vanguard  Small-Cap  lndexV835-1510 

17.2 

11.4 

8.3 

3,411 

20.5 

0.7 

none 

0.25 

B 

D 

Vanguard  US  Growth/835-1510 

17.6 

16.7 

13.8 

16,550 

44.9 

59.2 

none 

0.38 

C 

A 

Vanguard  Windsor  Fund/835-1510 

17.7 

15.0 

10.9 

15,405 

19.5 

12.9 

none 

0.28 

D 

A 

Vanguard  Windsor  11/835-1510 

17.7 

16.1 

13.0 

23,494 

23.9 

27.4 

none 

0.37 

D 

A+ 

VanKampen  Comstock  Fund-A/341-2811 

18.3 

20.9 

15.6 

2,855 

20.1 

16:3 

5.75  % 

0.89 

A+ 

D 

VanKampen  Emerging  Growth-A/341-2911 

27.5 

28.3 

24.7 

15,181 

46.2 

18.4 

5.75 

0.87 

B 

D 

VanKampen  Enterprise  Fund-A/341-2911 

17.5 

16.1 

13.0 

3,373 

37.5 

52.7 

5.75 

0.91 

C 

A 

VanKampen  Growth  &  lncome-A/341-2911 

18.5 

18.5 

14.7 

1,955 

28.1 

27.1 

5.75 

0.88 

C 

C 

VanKampen  Pace  Fund-A/341-2911 

14.7 

13.8 

10.0 

3,105 

33.0 

68.1 

5.75 

0.82 

C 

B 

Victory  Diversified  Stock-A/539-3863 

18.4 

19.3 

14.2 

1,142 

27.6 

23.8 

5.75 

1.06 

D 

A 

Victory  Established  Value-G/539-3863 

15.9 

14.5 

11.5 

404 

22.4 

14.6 

none 

1.10 

C 

B 

Waddell  &  Beed  Accumulative-A/888-923-3355 

19.1 

21.9 

16.1 

2,518 

29.5 

15.7 

5.75 

0.98 

C 

B 

Waddell  &  Beed  Advisors  Core  Fund-A2/888-923-3355 

18.8 

19.4 

15.0 

8,152 

36.1 

56.6 

5.75 

0.94 

A 

D 

Waddell  &  Beed  New  Concepts-A/888-923 -3355 

24.0 

18.7 

14.8 

1,576 

39.1 

3.9 

5.75 

1.32 

A* 

D 

Waddell  &  Beed  Science  &  Tech-A/888-923-3355 

25.4 

26.4 

21.1 

4,048 

42.7 

25.7 

5.75 

1.16 

B 

C 

Waddell  &  Beed  Vanguard-A/888-923-3355 

17.7 

19.2 

15.0 

2,543 

40.5 

47.5 

5.75 

1.13 

. 

B 

Warburg  Pincus  Cap  Appreciation-Com/927-2874 

20.3 

23.4 

19.3 

1,482 

39.2 

61.1 

none 

1.01 

A 

D 

Warburg  Pincus  Emerging  Grow-Com/927-2874 

18.9 

12.0 

9.6 

1,722 

41.0 

6.2 

none 

1.23 

D 

Warburg  Pincus  Value-Com/927-2874 

14.2 

10.9 

7.1 

241 

21.5 

12.7 

none 

1.14 

C 

A+ 

Wasatch  Core  Growth/551-1700 

20.4 

19.9 

17.7 

306 

18.6 

1.2 

none 

1.44 

B 

B 

Wasatch  Small  Cap  Growth/551-1700 

21.4 

18.1 

13.7 

235 

29.3 

1.1 

none 

1.44 

D 

A 

Washington  Mutual  lnvestors-A/421-4120 

17.3 

16.1 

13.0 

45,419 

23.1 

24.4 

5.75 

0.63 

C 

A+ 

Weitz  Series  Fund-Value/232-4161 

21.5 

25.2 

21.9 

2,918 

17.1 

3.6 

none 

1.19 

C 

C 

Wells  Fargo  Equity  lndex-A/222-8222 

17.0 

17.3 

15.3 

622 

32.5 

69.2 

5.75 

0.71 

G 

C 

Wells  Fargo  Growth  Fund-A/222-8222 

14.4 

14.3 

9.7 

320" 

36.7 

89.0 

5.75 

1.10 

C 

c 

Wells  Fargo  Index  Allocation-A/222-8222 

14.9 

15.0 

12.1 

179 

32.5 

69.2 

5.75 

1.29 

B 

B 

Wilmington  Large  Cap  Growth/336-9970 

18.3 

18.0 

12.8 

213 

40.4 

74.7 

none 

0.80 

c 

B 

WM  Growth  &  lncome-A/222-5852 

17.0 

16.8 

14.9 

830 

27.5 

45.6 

5.50 

1.00 

B 

C 

WM  Growth  Fund  of  Morthwest-A/222-5852 

20.9 

24.9 

21.0 

510 

19.5 

1.0 

5.50 

1.15 

A 

0 

WM  Small  Cap  Stock-A/222-5852 

18.2 

14.3 

10.7 

155 

26.3 

0.5 

5.50 

1.78 

B 

C 

WPG  Large  Cap  Growth  Fund3/223-3332 

19.0 

19.1 

14.6 

108 

34.5 

46.3 

none 

1.03 

Five-year  return  12/31/95  through  12/31/00.  'May  impose  annual  $10  account  maintenance  fee.  formerly  Waddell  &  Reed  Advisors  Income  Fund-A.  formerly  WPG  Growth  & 
Income  Fund,  r:  Distributor  may  impose  redemption  fee  whose  proceeds  revert  lo  the  fund.  Sources:  Forbes;  Upper  Inc.;  Morningslar.  Inc. 


186     FORBES"  February  5,  2001 


: 

I'LL  BE  THERE  WHEN  YOU  NEED  ME. 

mi 

CHANGE  WHAT  YOUR  SOFTWARE  IS  CAPABLE  OF  DOING  AND 
YOU  CHANGE  WHAT  YOUR  PEOPLE  ARE  CAPABLE  OF  DOING. 

Your  people  can't  always  be  in  the  office.  But  with  a  PC  operating  system  designed  with  mobility  in  mind, 
they  can  still  be  there  for  you.  With  operations  up  to  30%  faster  than  Windows®  98*  they  can  quickly 
get  their  work  done,  even  if  they're  not  at  work.  Microsoft®  Windows  2000  Professional.  All  business. 
All  the  time.  For  information  on  upgrading  your  business,  talk  to  your  IT  professional  or  visit 
microsoft.com/windows2000/pro  Software  for  the  Agile  Business. 


Vhcrosofr 

r  Windows  2000 

Professional 


Microsoft* 


!  i  report  and  test  results  see:  eTestlng  Labs  (formerly  ZD  Labs)  test  results  November  1999  (http;//cgi.zdnet.com/sllnk'>18431).  ©2000  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Windows,  and  the  Windows  logo  are 
Mastered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


Foreign  Funds 

Although  U.S.  stocks  had  a  bad  year  in  2000,  foreign  stocks  were 
worse.  The  S&P  500  had  a  -9%  total  return  last  year,  but  the 
Morgan  Stanley  International  EAFE  index  of  foreign  stocks  lost 
14.2%  while  Morgan  Stanley's  emerging  markets  index  suffered  a 
28.8%  loss. 

Foreign  stock  funds  listed  in  the  following  tables  are  open- 
end  funds  with  a  majority  of  their  holdings  in  non-U. S.  stocks.  All 
have  at  least  $50  million  in  assets.  Emerging  markets  funds  are 
listed  separately  on  page  189. 

Investments  outside  the  U.S.  may  provide  higher  long-term 
growth  than  similar  opportunities  in  the  U.S.  The  downside:  They 
carry  greater  economic,  political  and  currency  risks. 


MARKET 
PERFORMANCE 


UP 


DEVELOPED 

FUND/800  number 


Morgan  Stanley  Capital  Intl  EAFE  index 
Forbes  foreign  stock  composite 


AIM  Euroland  Growth-A/347-1919 
AIM  Japan  Growth-A/347-1919 
Alliance  International  Fund-A/227-4618 
Alliance  New  Europe-A/227-4618 
AXP  International  Fund-A/43  7-4332 


ANNUALIZED  TOTAL  RETURN 


9/30/90 
to 

12/31/00 


Pretax 
5 -year 


Aftertax 
5-year 


Assets  Weighted 
11/30/00  average 
(Smil)  P/E 


Median 
market  cap 
($bil) 


Maximum 
sales 
charge 


8.0% 
0.2 
7.0 
13.5 
8.1 


12.0% 
-2.0 

5.2 
15.2 

6.8 


10.8% 
-2.7 

2.2 
12.1 

4.0 


$414 
125 
138 
353 

1,176 


38.6 
39.8 
29.5 
30.1 
38.1 


$23.1 
21.9 
37.9 
29.6 
30.4 


5.50% 

5.50 

4.25 

4.25 

5.75 


$1.83 
1.87 
1.81 
1.65  | 
1.30 


Babson-Stewart  Ivory  International/422-2766 
Dresdner  RCM  Europe-N/726-7240 
Enterprise  Group-lntl  Growth-A/432-4320 
EuroPacific  Growth  Fund-A/421-4120 
Evergreen  International  Growth-A/343-2898 


10.1 
10.9 
10.0 
14.1 
11.1 


7.9 
20.6 

8.6 
14.1 
11.7 


6.8 
16.1 

6.8 
11.8 

9.1 


73 
64 
82 
31,243 
171 


33.5 
33.8 
33.6 
31.6 
27.7 


13.8 
39.2 
21.9 
16.6 
17.7 


none 
none 
4.75 
5.75 
4.75 


1.24 
1.03 
1.94 
0.84 

1.22 


D 
D 

C 
A* 


Excelsior-International  446  1012 
Federated  International  Equity-A/341-7400 
Fidelity  Advisor  Overseas-T/522-7297 
Fidelity  Canada  Fund/544-8888 
Fidelity  Europe  Fund/544-8888 


8.2 
10.6 
9.9 
9.7 
12.6 


8.5 
13.2 
10.0 
10.6 
15.0 


7.7 
10.9 
8.2 
8.1 
12.2 


375 
672 

1.823 
146 

1,319 


35.0 
33.2 
30.9 
21.3 
32.0 


47.2 
9.1 
32.3 
14.1 
21.8 


none 
5.50 
3.50 
3.00 
none 


1.40 
1.67 
1.72 
1.22 
0.96 


Fidelity  Intl  Growth  &  Income/544-8888 
Fidelity  Overseas  Fund/544-3888 
GAM  International  Fund-A/426-4685 
Harbor  International  Fund/422-1050 
Invescc  lntl-European-lnv/525-8085 
Ivy  International  Fund-A/456-5111 


11.0 
9.7 
11.4 
14.4 
12.8 
11.0 


11.9 
10.6 

4.5 
12.5 
17.1 

7.3 


9.8 
8.5 
2.7 
10.2 
13.9 
4.4 


1,172 
4.657 

585 
4,667 

737 
1,002 


32.3 
30.9 
32.9 
24.7 
40.6 
30.9 


21.8 
32.1 
26.7 
31.0 
9.2 
32.7 


none 
none 
5.00 
none 
none 
5.75 


1.13 
1.27 
1.76 
0.92 
1.56 
1.66 


D 
C 
A 
B 
B 
A* 


F 
D 

C 
0 
A* 
A 


Japan  Fund-S/728-3337 
Kemper  International  Fund-A/621-1048 
Kemper  New  Europe-A/621-1048 
Legg  Mason  Europe  Fund-A/577-8589 
Merrill  Lynch  EuroFund-O/637-3863 
MSDW  European  Growth-A/869-6397 


5.8 
9.1 
14.9 
11.7 
15.6 
15.8 


8.7 
8.7 
23.8 
16.3 
19.1 
17.4 


6.5 
6.2 
18.9 
11.2 
13.9 
13.7 


624 
499 
314 
87 
1,226 
2,215 


42.8 
30.8 
28.6 
24.8 
19.2 
28.7 


10.3 
22.6 
32.3 
37.1 
26.1 
49.2 


none 
5.75 
5.75 
5.75 
5.25 
5.25 


1.00 
1.59 
1.68 
1.79 
1.22 
1.36 


Five-year  return  12/31/95  through  12/31/00.  Sources:  Forbes;  Upper  Inc.;  Morningstar,  Inc. 
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MARKET 
PERFORMANCE 

ANNUALIZE!! 



TOTAL  R 

tlUBN 

DEVELOPED 

9/30/90 

Pretax 
5 -year 

Aftertax 
5 -year 

Assets 
11/30/00 
($mil) 

Weighted 

Median 

Maximum 

Annual 

UP 

DOWN 

FUND/800  number 

to 

12/31/00 

average 
P/E 

market  cap 
($ni!) 

sales 
charge 

expenses 
per  $100 

w 

Morgan  Stanley  Capital  Intl  EAFE  index 

9.2% 

7.1% 

▼ 

Forbes  foreign  stock  composite 

10.9% 

.  1 

1.3% 

30.7 

$25.6 

$1.32 

c 

D 

Phoenix-Aberdeen  lnternational-A/243-4361 

10.5% 

11.5% 

7.3% 

$136 

27.7 

$22.7 

5.75% 

$1.53 

F 

C 

Pimco  lnternational-A/426-0107 

6.3 

3.4 

0.8 

84 

29.1 

28.4 

5.50 

1.52 

B 

B 

T  Rowe  Price  European  Stock/638-5660 

13.2 

15.7 

13.3 

1.178 

29.6 

43.8 

none 

1.05 

B 

C 

T  Rowe  Price  International  Discovery/638-5660 

12.4 

19.7 

17.5 

800 

39.0 

0.9 

closed 

1.42 

C 

C 

T  Rowe  Price  International  Stock/638-5660 

10.7 

9.1 

7.4 

9,798 

31.6 

33.8 

none 

0.85 

B 

B 

Principal  International  Fund-A/451-5447 

12.4 

11.6 

9.1 

357 

27.6 

33.3 

4.75 

1.22 

A 

A 

Putnam  Europe  Growth-A/354-5487 

14.9 

16.6 

14.5 

1,731 

24.6 

18.4 

5.75 

1.21 

C 

B 

Schroder  Cap-lnternational-lnv/464-3108 

10.8 

10.5 

4.3 

99 

26.5 

29.7 

none 

0.99 

C 

C 

Scudder  International  Fund-S/728-3337 

11.9 

13.4 

10.3 

4,286 

30.2 

29.3 

closed 

1.12 

C 

B 

SB  World-International  Equity-A/451-2010 

11.2 

7.6 

5.8 

703 

39.7 

12.4 

5.00 

1.28 

D 

A 

Templeton  Foreign  Fund-A/342-5236 

11.0 

9.9 

7.7 

11,325 

18.9 

11.6 

5.75 

1.13 

C 

B 

USAA  lnvest-lnternational/382-8722 

11.2 

9.2 

7.5 

487 

27.4 

10.5 

none 

1.11 

B 

B 

Vanguard  European  Stock  lndexV835- 1510 

14.3 

15.8 

14.9 

5,267 

25.9 

48.3 

none 

0.29 

B 

C 

vanguaru  international  urowin/o  oo-idiu 

1(17 

10.0 

Q  A 

OG  0 

01  0 

none 

n  co 

U.bJ 

D 

C 

Vanguard  International  Value/835-1510 

8.1 

7.2 

4.0 

822 

25.9 

27.7 

none 

0.59 

D 

D 

Victory  International  Growth-A/539-3863 

8.1 

6.4 

4.1 

152 

31.0 

34.7 

5.75 

1.75 

B 

C 

Vontobel  International  Equity/527-9500 

12.4 

12.2 

9,2 

109 

34.4 

21.5 

none 

1.28 

A 

C 

Waddell  &  Reed  Intl  Growth-A/888-923-3355 

14.3 

14.7 

10.3 

1,375 

33.7 

28.9 

5.75 

1.41 

B 

D 

Warburg  Pincus  International  Equity-C/927-2874 

9.3 

4.1 

1.5 

611 

28.3 

10.1 

none 

1.44 

D 

C 

Wright  Intl  Blue  Chip  Equities-S/888-9471 

9.3 

7.6 

5.5 

109 

31.0 

26.8 

none 

1.49 

-ive-year  return  12/31/95  through  12/31/00.  'May  impose  annual  $10  account  maintenance  fee.  Sources:  Forbes;  Lipper  Inc.;  Morningstar,  Inc. 

MARKET 
PERFORMANCE 

ANNUALIZED  TOTAL  RETURN 

EMERGING 

9/30/92 

Aftertax 
5-year 

Assets 
11/30/00 
($mil) 

Weighted 

Median 
market  cap 
($bil) 

Maximum 
sales 
charge 

Annual 

UP 

DOWN 

FUND/800  number 

to 

12/31/00 

pretax 
5-year 

average 
P/E 

expenses 
per  $100 

▼ 

Morgan  Stanley  Capital  Intl  Emerging  Markets 

Forbes  emerging  stock  composite 

3.5% 

- 

11 

25.2 

$9.5 

$1.83 

B 

D 

AIM  Latin  American  Growth-A/347-1 9 19 

1.8% 

1.2% 

-1.4% 

$66 

16.0 

$2.1 

4.75% 

$2.06 

C 

D 

Fidelity  Emerging  Markets/544-8888 

-2.6 

-11.4 

-11.6 

271 

21.0 

5.5 

3.00 

1.45 

C 

A 

Fidelity  Pacific  Basin/544-8888 

8.0 

4.9 

4.2 

478 

32.7 

16.3 

3.00 

1.37 

C 

A 

59  Wall  Street-Pacific  Basin/625-5759 

8.0 

4.3 

3.1 

75 

30.4 

8.0 

none 

1.39 

C 

C 

Merrill  Lynch  Developing  Cap  Mkts-D/637-3863 

2.0 

3.6 

-4.1 

115 

21.7 

5.0 

5.25 

2.09 

B 

D 

Merrill  Lynch  Dragon-D/637-3863 

0.8 

8.7 

-9.8 

221 

22.6 

13.0 

5.25 

1.77 

A 

C 

Merrill  Lynch  Latin  America-D/637-3863 

6.5 

7.7 

7.1 

172 

19.7 

2.2 

5.25 

2.04 

D 

A+ 

Merrill  Lynch  Pacific-D/637-3863 

9.3 

7.5 

4.7 

1,326 

34.2 

17.7 

5.25 

1.10 

C 

C 

Montgomery  Emerging  Markets-R/572-3863 

1.0 

4.9 

-5.2 

186 

21.3 

4.0 

none 

2.29 

C 

c 

MSDW  Pacific  Growth-A/869-6397 

1.9 

7.3 

-7.6 

458 

30.7 

13.2 

5.25 

1.79 

A 

F 

Pilgrim  Worldwide  Emerging MarketsV5 26-0056 

0.7 

5.4 

-5.5 

70 

19.2 

4.0 

none 

2.00 

B 

C 

T  Rowe  Price  New  Asia/638-5660 

3.8 

2.6 

-2.9 

808 

21.6 

15.0 

none 

1.21 

D 

B 

Prudential  Pacific  Growth-A/225-1852 

0.4 

8.8 

-9.6 

82 

31.7 

5.6 

5.00 

1.72 

C 

A 

Putnam  Asia  Pacific  Growth-A/354-5487 

6.6 

0.8 

-1.8 

340 

33.7 

20.3 

5.75 

1.46 

C 

B 

Templeton  Developing  Markets-A/342-5236 

4.2 

1.4 

-2.2 

1,876 

12.2 

2.2 

5.75 

2.02 

D 

A 

Vanguard  Pacific  Stock  Index7835-1510 

2.8 

3.9 

-4.2 

1,911 

35.1 

18.3 

none 

0.37 

Five-year  return  12/31/95  through  12/31/00.  Formerly  Lexington  Worldwide  Emerging  Markets  Fund.  2May  impose  annual  $10  account  maintenance  fee. 
Sources:  Forbes;  Lipper  Inc.;  Morningstar,  Inc. 
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Tranquillity 


If  you  can't  stomach  the  stock  market's  swings 
as  it  searches  for  a  bottom,  look  for  quiet  stocks. 


BY  TRICIA  MCGINNIS 

CONAGRA  FOODS  IS  A  MEAT-AND- 
potatoes  company.  The  $27  billion 
(revenues)  firm  sells  branded  foods 
like  Butterball  turkeys  and  unbranded 
ones  like  the  anonymous  french  fries  that 
get  cooked  up  at  McDonald's.  The  com- 
pany also  processes  grain  and  sells  seeds 
and  fertilizer  to  farmers.  ConAgra  has 
had  a  healthy  25%  average  return  on  eq- 
uity for  the  past  five  years,  but  it  has  been 
a  laggard  in  a  stock  market  that,  until  re- 


cently, was  enamored  of  Internet  stocks. 
It's  cheap,  at  only  26  times  its  dividend 
and  1 1  times  expected  net  for  this  year. 

ConAgra  also  has  a  five-year  beta  of 
0.75.  That  means  that  when  the  market 
goes  up  or  down  it  tends  to  move  in  the 
same  direction  but  only  75%  as  far. 
Now,  beta  is  not  exactly  a  measure  of 
volatility — a  portfolio  of  short  posi- 
tions could  have  a  negative  beta  and 
still  be  immensely  volatile — but  it  is  a 
fair  measure  of  the  market-related  risk 


Stocks  to  Help  You  Sleep  at  Night 


you  incur  by  owning  equities.  Low-be 
stocks  have  less  of  this  general  mark 
risk  built  into  them.  A  diversified  por 
folio  of  low-beta  stocks  has  less  ri: 
than  an  S&P  500  index  fund. 

We  screened  for  stocks  like  ConAg 
that  have  betas  below  one,  positive  tot 
returns  over  the  past  five  years  ar 
prices  not  more  than  20  times  estimate 
2001  profits. 

Darden  Restaurants  is  one.  Sales 
this  middle-market  restaurant  chai 
which  has  outlets  such  as  Olive  Gardt 
and  Red  Lobster,  began  to  stagnate  ba< 
in  1996,  but  the  company  remodeled  i 
stores  and  enhanced  its  menus.  Dardt 
recently  reported  its  fourteenth  consect 
tive  quarter  of  earnings  growth  abo\ 
15%.  Restaurant  analyst  Michael 
Smith  of  Fahnestock  &  Co.  thinks  th; 
Darden  will  both  outperform  the  S&P  i 
2001  and  also  offer  more  safety:  "Casu 
dining  restaurants  like  Darden  are  b< 
coming  the  equivalent  of  grocery  stor< 
for  the  boomer  generation."  Darden  sel 
for  1 1  times  estimated  2001  profits. 

NCR,  the  data  warehousing  and  tran: 
actional  equipment  maker,  has  been  gc 
ting  back  on  track  since  being  spun  o 
from  AT&T  in  1996.  Although  the  corr. 
pany  just  announced  it  won't  meet  Wa 
Street's  forecast  for  last  year's  fourt 
quarter,  it  indicates  that  it  still  expects  t 
meet  its  profit  target  for  this  year.  NC 
sells  for  only  17  times  estimated  yea 
2001  earnings.  The  S&P  500,  in  contrast, : 
trading  at  22  times  the  composite  $6 
earnings  expected  for  the  index. 


These  stocks  have  several  things  in  their  favor:  low  market  volatility,  steady  earnings  growth  and  relatively  low  estimated  P/Es. 


Company/business 


Recent 
price 


52-week 
return 


2001  ESTIMATE 


EPS 


Pit 


Growth 


Yield 


Market  value 
($bil) 


Archer-Daniels-Midland/grain  processing 


$14.38 


31% 


$0.76 


19 


60% 


1.4% 


$9.1 


Burlington  Northern  Santa-Fe/railroad 


29.38 


17 


2.71 


11 


10 


1.6 


11.7 


ConAgra  Foods/food  processing  and  distributing 


23.75 


2.07 


11 


12 


3.8 


12.7 


Darden  Restaurants/casual  dining 


20.63 


14 


1.80 


11 


13 


0.4 


2.5 


HJ  Heinz/food  processing 


42.81 


15 


3.05 


14 


10 


3.7 


14.9 


ITT  Industries/defense  products  and  pumps 


38.31 


16 


3.29 


12 


13 


1.6 


3.4 


NCR/data  transaction  equipment  and  services  49.06  32 

Oneok/natural  gas  distribution  45.75  79 


2.89 


17 


20 


0.0 


4.7 


3.54 


13 


22 


2.7 


1.3 


Tenet  Healthcare/hospital  chain 


43.50 


65 


2.47 


18 


14 


0.0 


13.7 


Tosco/oil  refining  and  marketing 


31.63 


24 


3.79 


Prices  as  of  Jan.  II.  Sources:  Interactive  Data  Corp.  Market  Guide  and  IBES  International  via  FactSet  Research  Systems. 


14 


1.0 


4.6 
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SOME  OF  THE  MOST  NOTABLE 


RETURNS  IN  INVESTMENT 


HISTORY  ARE  NOT  LISTED 


IN  ANY  STOCK  TABLES. 


Bessemer  Client  Private  Investments  vs.  Public  Market  Indices 
(Annualized  Returns  10/1/87-  12/31/99) 


37.93% 


T-Bills  Lehman  EAFE  S&P500       Bessemer  Client 

Gov't/ Corp  Index  Index  Private 

Index  Investments 

"The  average  net  annualized  returns  achieved  by  private  investments  in  which  Bessemer  Trust 
Company  clients  have  invested.  Past  performance  is  not  indicative  of  future  results. 


Bessemer  Trust 

ENHANCING  PRIVATE  WEALTH  FOR  GENERATIONS 


New  York  (212)  708-9364  •  Washington,  DC  (202)  659-3330  •  Chicago  (312)  220-9898 

Palm  Beach  (561)  655-4030  •  Miami  (305)  372-5005  •  Naples  (941)  435-0034 
Atlanta  (404)  965-9300  •  Los  Angeles  (213)  892-0900  •  San  Francisco  (415)  291-1810 
Menlo  Park  (650)  233-9202 

630  Fifth  Avenue,  New  York,  New  York  101 1 1 
www.bessemer.com  •  wealth@bessemer.com 


PRIVATE  INVESTING 
PRODUCES  SUPERIOR 
LONG-TERM 
PERFORMANCE. 

Wealthy  investors  enjoy  a  unique 
position,  in  that  they  need  not 
focus  all  their  efforts  on  Wall 
Street  alone.  These  individuals 
can  and  should  consider  private 
investments  as  part  of  their  total 
investment  program.  Many 
substantial  investors  fail  to  take 
advantage  of  their  asset  mass  and 
leverage  to  participate  in  venture 
capital  and  buyout  opportunities. 

Our  94  years  of  experience 
have  taught  us  that  a  substantial 
commitment  to  these  investments 
is  one  of  the  key  contributors 
to  superior  results  over  the  long- 
term,  helping  to  ensure  that 
a  family  's  wealth  spans  genera- 
tions. Bessemer  clients  are  offered 
unique  access  to  a  variety  of  pri- 
vate investment  alternatives. 

If  you  have  substantial  assets 
to  invest  and  would  like  to  receive 
our  booklet,  "Private  Investing 
for  Substantial  Investors," 
please  write  or  call. 


S  T  Jl  EJLUtfJLLK  E  A 


Report  Card 

THE   HARSH   MARKET   OF   2000  HAS 
left  many  portfolios  lighter.  But  the  Street- 
walker faithful  came  out  just  fine.  If  you 
followed  all  our  98  buy  recommendations 
last  year,  you  would  have  made  6%  on 
your  money,  and  you  would  have  been 
15%  ahead  of  someone  who  put  identi- 
cal amounts  into  the  S&P  500  on  the 
same  dates.  (We  debited  our  hypotheti- 
cal trades,  but  not  the  index,  1%  for 
commissions.) 

The  longs  were  nice,  but  the  real 
money  was  in  short-selling.  Of  22  short 
calls,  17  dropped  in  price  by  year-end,  and 
16  dropped  more  than  the  S&P  over  the 
same  holding  periods.  The  champion  short 
was  Priceline.com,  which  we  dissed  back  in  January  on  a  tip 
from    Charles    Biderman    of   investment   Web  site 


TrimTabs.com.  It  fell  from  $54.25  to  $1.31  by  year-end.  Sc 
ond  place  was  biopharma  outfit  Cell  Pathways,  whi 
'  plunged  from  $50  to  $4.75;  Avalon  Research  re 
soned  that  the  big  drug  in  its  pipeline  would) 
pass  FDA  trials;  it  didn't. 

On  the  long  side  Streetwalker  hit  big  by  stic 
ing  to  our  value  discipline.  Orthodontic  Cente 
of  America  returned  120%  after  getting  the  n» 
in  February  from  William  Bonello,  analyst 
U.S.  Bancorp  Piper  Jaffray.  And  Philip  Morris  d 
fied  the  moralists  with  a  109%  performanc 
thanks  go  to  Bonnie  Herzog  of  CSFB.  Ol 
school  conglomerate  Loews  came  in  thir 
with  a  97%  run-up. 

Some  clunkers  slipped  into  our  long  cc 
umn,  too.  NetValue,  an  Internet  incubator,  turn< 
cold,  shedding  91%  before  being  acquired.  Gilat  Satt 
ite  Networks  lost  67%,  and  Infonet  dropped  649 
Worst  short:  Colgate-Palmolive,  which  advanced  30% 
investors  bought  shares  as  refuge  from  the  tech  wreck. 

— Christopher  Helman  and  Jody  Yt 


Healthy  Choice 


HEALTH  INSURERS  ARE  DONE  WITH 
their  price  war,  aimed  at  building  mem- 
berships. With  a  Republican  Adminis- 
tration unlikely  to  impose  federal  price 
restraints,  investors  have  a  right  to  be 
sanguine  about  the  industry's  prospects, 
and  most  of  all  about  prospects  for 
Cigna,  which  has  been  increasing  prof- 
its in  a  difficult  environment.  For  2000 
through  Sept.  30,  after  culling  nonrecur- 
ring items,  Cigna  (NYSE:  Cl)  boosted 
earnings  75%  to  $698  million  on  $14.9 
billion  in  revenue.  Compare  the  perfor- 
mance to  that  of  Aetna,  the  enrolment 


leader,  whose  earnings  are  slumping  be- 
cause of  ill-executed  acquisitions. 

James  Fenger,  manager  of  Scudder 
Health  Care  Fund,  likes  Cigna's  heavy 
technology  investments,  which  help  its 
earnings  growth  in  a  business  where 
the  rate  of  revenue  expansion  is  tor- 
toise-like. Cigna's  revenues  advanced 
just  7%  in  2000's  first  three  quarters.  Its 
energetic  stock  buyback  program  is  an- 
other plus. 

At  a  recent  share  price  of  $115 
Cigna  trades  at  a  still-affordable  19 
times  trailing  earnings,  versus  14  for 
lackluster  Aetna.         — Daniel  Kruger 


Unwired 


WESTERN  WIRELESS  SERVES  A  MILLION 
cellular  customers  in  places  untouched 
by  the  big  boys — like  rural  areas  west  of 
the  Mississippi,  and  Bolivia,  Croatia 
and  Ivory  Coast.  Face  it,  this  is  a  more 
complicated  strategy  to  pull  off  than 
that  of  the  big  wireless  operators. 

The  newsletter  Short  On  Value 
points  out  that  even  if  Western  (Nasdaq: 
WWCA)  can  avoid  red  ink  and  maintain 
its  recent  30%  to  40%  revenue  growth 
rate — not  as  good  as  the  majors — that 


won't  be  enough  to  keep  its  $3.6  billic 
market  cap  propped  up.  At  $44,  shar 
trade  at  a  trailing  P/E  of  135.  Wall  Stre 
expects  this  year's  earnings  to  lag  la 
year's.  This  doesn't  bode  well  for  a  con 
pany  whose  book  value  is  negativ 
Short  the  stock;  cover  at  $25.     — C.I 

Uniformly 
Appealing 

THE  GROWING  SERVICE  AND  HIGH-TEC 
economies  need  uniforms  for  everyor 
from  checkout  clerks  to  clean-rooi 
workers.  That  has  enormously  benefite 
G&K  Services,  the  nation's  third-large: 
(revenues)  uniform-rental  outfit.  G& 
(Nasdaq:  GKSRA)  also  furnishes  rugs,  du: 
mops  and  towels. 

•  G&K  says  higher  energy  costs  wi 
slightly  reduce  earnings  for  2000's  fin« 
quarter,  which  is  atypical  for  a  compan 
accustomed  to  double-digit  increase: 
G&K  uses  a  lot  of  fuel  for  its  trucks  an< 
washing  machines.  William  Frels,  co 
manager  of  the  Mairs  and  Powe 
Growth  Fund,  thinks  this  problem  i 
temporary  and,  if  it  isn't,  that  G&K  wii 
make  an  attractive  acquisition  target. 
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There's  nothing 
like  Deing  on 
a  network  TV  show 
to  bring  out  the  best 

in  your  people. 


TlTHEf 

Forbes 

CHALLENGE 

www.forbeschallenge.com 


The  stock,  which  lost  25%  after 
&K's  Jan.  12  earnings  warning,  trades 
:  a  multiple  of  12.  Even  before  the 
ump,  when  the  P/E  was  at  15,  G&K  was 
i  bargain  compared  with  industry 
ader  Cintas  (36).  — C.H. 

^et  It  Snow 

.HE  METEOROLOGISTS  SAY  THIS  IS 
J^ing  to  be  a  cold  winter.  That's  great 
i lews  for  Arctic  Cat,  the  snowmobile 
naker.  Arctic  Cat  (Nasdaq:  ACAT)  has 
iffered  through  the  past  two  balmy 
inters  as  earnings  fell  from  $25  million 


Snow  i 
keep  Arctic 
Cat  purring.* 


1  fiscal  1998  (ending  in  March)  to  $7.6 
lillion  in  2000.  Also  hurting  earnings 
ras  the  big  charge  it  took  when  exiting 
le  watercraft  business.  But  chilly  fore- 
lists  warmed  sales  for  2000's  fiscal  first 
lalf  through  September,  pushing  net  in- 
|3me  up  fivefold  to  $21  million. 

\  Bruce  Geller,  a  portfolio  manager  at 
westment  adviser  Dalton,  Greiner, 
ilartman,  Maher  in  New  York,  has  been 
latting  up  Arctic  Cat  dealers,  and  they 
•11  him  business  is  getting  even  better 
ow  that  snow  has  come.  And  when  the 
low  melts,  the  company  can  expect 
jontinued  growth  from  its  all-terrain- 
bhicle  division.  Its  $12  stock  is  cheap  at 

2  times  trailing  earnings,  the  same  mul- 
ple  as  bigger  rival  Polaris  Industries, 
Iso  a  good  buy.         — Stephane  Fitch 

•nd  past  Streetwalkers  at  www.forbes.com/ 
reetwalker  or  use  your  :CueCat  device  on  the  cue 
>de  below  to  take  you  there  instantly. 
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Book  of 
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Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


A  Gift  for  Every  Occasion! 


"By  necessity,  by  proclivity, 
and  by  delight,  we  all  quote." 

—RALPH  WALDO  EMERSON 

"Life  begets  life.  Energy  creates 
energy.  It  is  only  by  spending 
oneself  that  one  becomes  rich." 

—SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for. easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plu 
shipping  and  handling.  [C1 4] 

To  Order  by  Phone,  Call  Toll-Free:  1-800-876-6556 
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IE  OVERALL  MARKET 


— Barra  All-US  Index  of  10,000  stocks 
— 200-day  moving  average 

Market  value:  $15.7  trillion 


8500 
7500 
6500 

5500 


4500 

2-week  performance 
as  of  1/12/01 

Barra  All-US  Index1 

0.3% 

3500 

S&P  Barra  Growth  Index2 

-1.4 

S&P  Barra  Value  Index3 

1.1 

Dow  Jones  industrials 

-2.4 

2500 

S&P  500 

-0.1 

EAFE4 

-1.5 

Forbes  internet  Index 

9.3 

Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
j  '93           '94            95           '96  '97 

Forbes  40  Index  (total  return)  10.1 

'98           '99  '00 

01 

1500 

•INTEREST  RAJJEJL 

Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 

Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Jan.  12. 

ACTUAL 

2001  ESTIMATE 

2000  Latest 

Mean        4-wk  chg 

30-year  Treasury  yield  (%) 

5.46  5.62 

5.55  -3.8 

p-month  Treasury  yield  (%) 

5.90  5.32 

5.10  -11.9 

Eaderal  funds  watch 
ast  action:  Jan.  3,  2001,  -50  basis  points.  Current  rate:  6%. 
wJext  Federal  Reserve  meeting:  Jan.  31,  2001. 


tPECIAL  STOCK  FOCUS 


t3ast  performance  doesn't  guarantee 
(future  returns,  but  these  seven  stocks 
tare  cheap  relative  to  their  reputations, 
r^ll  have  annualized  return  on  equity  and 
loer-share  earnings  growth  of  20%  or 
jiimore  for  the  past  five  years  but  are 
priced  no  higher  than  21  times  their  2001 
profit  forecasts.  This  year's  estimated 
3/E  for  the  S&P  500:  22. 


O.  Thomas  Barry  at  George  D.  Bjurman 
&  Associates  sees  a  15%  rise  in  profits 
at  small-capitalization  firms  this  year. 
Why?  Since  they  rely  heavily  cn 
borrowing  to  finance  growth,  they  will 
benefit  from  cuts  in  interest  rates. 


FORECASTING  GLOBAL  MARKETS 


EPS  change 

Expected 

Estimated 

versus 

year-to-year 

Year        P/E      3  months  ago 

EPS  growth 

S&P  500 

2000  23 

-2.1% 

18% 

2001  22 

-7.0 

9 

MSCI  World-ex  US4 

2000  23 

-0.3 

30 

2001  20 

-1.0 

14 

IBES  estimate  increases/decreases 

2000 

2001 

S&P  500 

0.72 

0.48 

MSCI  World-ex  US4 

0.76 

0.78 

Rising  estimates 

Falling  estimates 

Finland 

Argentina 

Peru 

Korea 

Romania 

Pakistan 

Russia 

Thailand 

Venezuela 

Turkey 

Source:  IBES  International  Inc. 

FORBES  INTERNET  UNIVERSE5 

Index 

Recent 

4  wks  ago 

Value 

50.2 

57.1 

Companies 

334 

333 

Valuations 

Stock  price/sales 

3 

2 

Market  value  ($bil) 

$346 

$391 

Sales/employees  ($thou)  $196 

$195 

12-month  sales  growth  141% 

141% 

2000  estimates 

Sales  total  ($bil) 

$55.4 

$56.9 

Stock  price/sales 

3 

2 

P/E 

63 

60 

Sources:  Forbes;  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 


Recent 

Company  price 

20016 
EPS  P/E 

Dell  Computer  $2213 

$1.08  21 

Ford  Motor                    26  38 

2.67  10 

Boldman  Sachs  Group  108.75 

7.20  15 

IBM  93.81 

5.00  19 

MBNA  38.31 

1.85  21 

Mellon  Financial  45.75 

2.28  20 

Morgan  Stanley  Dean  Witter  85.13 

4.83  18 

WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 


Buying 


Price 

EPS7 

Price 

EPS7 

Compaq  Computer 

$18.32 

$1.18 

Anadigics 

$17.83 

$0.14 

Esco  Technologies 

21.25 

1.29 

Broadbase  Software 

7.13 

-0.06 

Intuit 

34.06 

0.83 

Cohu 

18.13 

1.64 

Key  Production 

23.38 

2.39 

Kulicke&Soffalnd 

15.69 

0.51 

Pactiv 

11.75 

1.06 

Primus  Telecomm  Grp 

6.75 

-5.44 

Selling 


Estimate. 

Sources:  Market  Guide.  IBES  International  and  Interactive 
]>ata  Corp.  via  FactSet  Research  Systems;  IBES  Express. 


'Year  2001  estimate.  Source:  ldayo.com. 

'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  4A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 


*  www.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
torts.  Or  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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The  U.S.  Economy 

ACTUAL 

2001  ESTIMATE 

1S99 

Latest 

Mean 

4-wk  chg 

Automobile  sales1  (mil) 

Mi 

17.8' 

dec 

1 R  1 
10.1 

Capacity  utilization  (%) 

01.1 

81.6 

nov 

81.0 

U.O 

New  housing  starts2  (thou) 

1,00  J 

1.598'  p  nov 

1,520 

U.l 

Retaii  sales3  (Shi!) 

p  dec 

2,388 

-4  3 

Trade  balance4  (Sbil) 

-268 

OCT  • 

p  oct 

-426 

0.2 

Unemployment  rate5  (%) 

4.1 

dec 

4.3 

0.7 

Gross  domestic  product  (%  chg) 

4.2 

30. 

3.1 

-4.9 

.  Inflation 

CPI  services  (unadjusted )  (%  chg) 

2.7 

1  7* 

J./ 

nov 

O.J 

3.0 

CPI  total  (unadjusted )  (%  chg) 

2.6 

O.t 

nov 

2.7 

-5.9 

Prices 

CRB-Bridge  spot  indexes 

227.25 

227.73 

221.80 

-0.5 

Gold  per  troy  ounce  ($) 

288.50 

263.90 

1 

283.25 

-1.6 

Oil/bbl  W  Texas  intermediate  ($) 

25.60 

30.08 

26.10 

-3.8 

Currency 

German  marks  per  dollar 

1.94 

2.06 

2.22 

2.3 

Yen  per  dollar 

102 

119 

120 

7.0 

Dollars  per  euro 

101 

0.95 

0.97 

6.6 

After  gaining  5.9%  in  October,  real  consun 
credit  grew  at  a  6.7%  seasonally  adjusted  £ 
nual  rate  in  November.  Anthony  Chan,  ch 
economist  at  Banc  One  Investment  Adviso 
thinks  that  with  employment  levels  s 
strong  and  interest  rates  on  the  decline,  cc 
sumer  spending  will  continue  to  grow  a 
healthy— albeit  slightly  slower— rate  of  2i 
in  2001.  For  2002  Chan  thinks  consum 
spending  will  move  back  to  the  3.3%  rani 
Chan's  forecast  for  gross  domestic  produ 
2.5%  growth  this  year  and  3.5%  next  year 


Closeup:  Growth  in  iea 


onsumplioji 


Year-over-year 
change 


Source:  Banc  One 
Investment  Advisors. 


19S6    1997     1998    1999    2000    2001  2002 
Forbes  Index:  Current:  320.6  2-wk  chg:  -0.4'. 


EARNINGS  SURPRISES 


According  to  StarMine.  positive  fourth-quarter  earnings  surprises 
are  likely  to  be  less  common  than  usual.  One  exception,  specialty 
retailer  Williams-Sonoma,  is  expected  to  beat  the  IBES  consensus 
estimate  of  $0.74  a  share  by  a  penny.  On  the  downside.  StarMine- 
adjusted  forecasts  indicate  that  casino  companies  could  report 
fourth-quarter  numbers  below  Wall  Street's  expectations.  For 
example,  the  SmartEstimate  for  Harrah's  Entertainment  is  3  cents 
below  the  IBES  consensus  estimate  of  34  cents  a  share 


Company 


IBES      StarMine  Expected 
consensus    Smart-  report 
Price    estimate7  Estimate7  date 


Positive  Exoected  Surprises  or  Revisions 

El  Paso  Energy 

$62.81 

$0.66 

$0.68 

1/29/01 

Forest  Oil 

32.38 

0.87 

0.89 

2/16/01 

Phillips  Petroleum 

55.13 

2.23 

2.37 

1/25/01 

Scana 

26.38 

0.47 

0.51 

2/12/01 

Tyson  Foods 

12.00 

0.108 

0.118 

1/31/01 

Williams-Sonoma 

25.00 

0.74 

0.75 

3/15/01 

Negative  Expected  Surprises  or  Revisions 

Dana 

17.38 

0.18 

0.13 

1  29  01 

El  du  Pont  de  Nemours 

43.19 

0.46 

0.45 

1/24/01 

Harrah's  Entertainment 

24.31 

0.34 

0.31 

2/9/01 

Merrill  Lynch 

74.25 

0.88 

0.84 

1/25/01 

USX-US  Steel  Group 

1625 

-0.17 

-0.27 

1/24/01 

Wal-Mart  Stores 

52.94 

0.45 

0.44 

2  20  01 

C^ta  as  of  Jan.  12  "Fourth  quarter.  sFiscal  first  quarter.  Sources:  StarMine:  IBES 
irrational  2nd  Interactive  Data  Corp.  via  FactSet  Research  Systems. 


MUTUAL  FUND  SPECIAL  FOCUS 


Lower  interest  rates  usually  help  the  banking,  retail  and  technolog 
sectors.  The  no-load  funds  below,  heavily  invested  in  at  least  one 
such  sector,  averaged  total  returns  of  3%  in  last  year's  down  mark 


TOTAL  RETURN9 

Asset; 

Fund 

3  year10   lyear  YTD11 

(Smil) 

Baron  Asset 

6.8% 

0.4%  2.9% 

$4,918 

Galaxy  Growth  ll-Trust 

20.0 

0.2  0.9 

77 

Strong  Discovery 

5.4 

4.0  1.5 

153 

Vanguard  Explorer 

15.8 

9.2  0.3 

4.046 

White  Oak  Growth  Stock 

29.5 

3.6  2.4 

5.485 

Through  12/31/00.  Annualized.  Through  l/ll/OI. 
Sources:  Upper  Inc  :  Momingstar 

NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 

For  this  year's  first  quarter  Renaissance  Capital's  Randal!  Roth 
expects  fewer  network  infrastructure  and  Internet  IPOs  and  mon 
deals  in  defensive  industries  like  foodstuffs,  health  care  and  oil. 

Company/business 

OFFERING 

Share  Size 
price  ($)  (Smil) 

Sales" 
(Smil) 

Exact  Sciences;  cancer  detection  tests 

$14-16  $60 

$0 

Select  Medical/acute  care  hospitals 

11-13  150 

1.001 

Stockpoint/online  financial  services 

8-10  45 

11 

Third  Wave  Technologies;  genetic  testing  prods 

11-13  102 

5 

Xenogen  biotechnology  research  prods 

10-12  77 

2 

:Latest  12  months.  Source  Renaissance  Capital 

'12  months,  p:  preliminary.  Autos,  light  and  heavy  trucks,  includes  imports.  Source  Ward's  Au 
tomotive  Yearbook.  -Total  single  and  multiple  family,  seasonally  unadjusted.  ;Excluding  auto  sales 
seasonally  adjusted  Total  goods  and  services  seasonally  adjusted.  Percent  of  civilian  labo 
force.  "Quarterly  change,  annualized  Source:  Bridge  Information  Systems. 
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The  Contrarian  By  David  Dreman 

A  Dinosaur's  Kind  of  Market 


WHAT  A  DIFFERENCE  A  YEAR  MAKES.  THE  1999 
recommendations  in  my  column  were 
knocked  about,  rising  only  5.5% — far  short 
of  the  overall  market's  performance.  But  the 
jubilation  that  reverberated  through  Wall 
Street  early  last  year  as  pros  and  individual  investors  alike 
cheered  the  "new  paradigm,"  in  which  tech  stocks  only  shot 
higher,  proved  way  premature.  Look  what  happened. 
Nasdaq,  the  so-called  index  of  the  future  with  its  huge 
tech  weighting,  had  a  horrible 
2000.  And  the  S&P  500  also 
found  itself  in  negative  ter- 
ritory, dragged  down  in 
no  small  part  by  its  tech 
members. 

Indulge  me  as  I  look  back 
a  bit.  Last  year's  review  of  my 
columns,  which  I  wrote  before 
the  spring  Nasdaq  tumble, 
contained  this  prescient  pas- 
sage: "I  really  think  we  are  in  a  mania  that  is  larger  and  more 
speculative  than  any  in  history.  In  the  classic  1720  bubble, 
shares  of  the  South  Sea  Co.  rose  700%  in  one  year  before  va- 
porizing." I  noted  VA  Linux  Systems  was  up  698%  on  the 
day  of  its  initial  public  offering.  Well,  VA  Linux  was  off  96% 
from  its  2000  high  by  year-end. 

Meanwhile,  value  stocks  jolted  back  to  life  in  2000,  as 
they  have  historically  (see  story,  p.  146).  This  is  a  marvelous 
environment  for  value  plays.  The  sea  change  in  the  market 
that  took  place  last  March  and  April  prompted  a  general 
reevaluation  of  these  overlooked  and  underloved  issues. 
What  about  the  future?  I  think  this  year  will  bring  more  of 
the  same — significant  outperformance  of  value  and  the  con- 
tinued lagging  of  tech  stocks  and  concept  stocks. 

For  a  value  investor  like  me,  last  year  was  excellent.  In 
2000  I  made  53  new  recommendations  in  this  column.  The 
average  stock  was  up  29%  by  year's  end,  which  factors  in  a 
1%  trading  cost  (commissions  and/or  bid-ask  spreads). 

Compare  these  results  with  the  market  and  they  look 
even  better.  If  you  had  invested  $10,000  in  each  of  my  picks 
you  would  have  ended  the  year  41%  ahead  of  someone  who 
had  put  the  same  amounts  on  the  same  dates  into  an  S&P  500 
index  fund.  That  number,  moreover,  understates  my  re- 
sults— it  doesn't  include  dividends,  which  tend  to  be  high 
on  value  stocks. 


Patience  has  its 
reward.  As  tech 
hotshots  withered, 
value  stocks  had  a 
good  2000. 


Among  my  picks,  of  course,  were  some  losers,  ag. 
demonstrating  why  diversification  is  essential.  The  pooi 
performer  was  Xerox,  which  was  down  69%  since  I  reco 
mended  it  Mar.  20,  2000.  This  once-prime  blue  chip  p 
former  is  now  on  the  verge  of  bankruptcy.  Apple  Compu 
(17,  AAPL)  fell  23%  since  I  said  to  buy  it  in  November.  1 
stock  should  be  held,  but  continue  to  take  your  time  edg 
into  other  tech  stocks — you  will  encounter  more  downs 
ahead  for  even  the  top  issues  in  this  group. 

My  retailers  had  a  pc 
showing  last  year,  when  t 
S&P  retail  composite  index 
16%  amid  recession  fea 
Shopping  contracts  in  b 
economic  times.  So,  for  i 
stance,  Federated  Departmc 
Stores  (39,  FD)  dropped  18 
and  Borders  Group  (12,  BG 
16%.  Both  stocks  are  wot 
holding  on  to.  My  one  reta 
ing  winner  is  May  Department  Stores,  up  41%. 

Overall,  however,  my  value  ideas  did  work.  And  it  vj 
sweet  vindication,  since  so  many  had  been  written  off  as  i 
nosaurs.  Let's  look  at  how  my  top  four  picks  fared.  Loe 
has  climbed  148%;  Washington  Mutual,  130%;  Litton 
dustries,  1 16%;  and  Allstate,  85%. 

Finally  the  one  short  I  suggested  last  year  and  dedicat 
a  good  part  of  a  column  to  in  June,  Dell  Computer  C 
DELL),  is  down  a  gratifying  53%. 

After  the  run-up,  I  feel  there  are  more  interesting  nan: 
to  buy  in  both  the  tobacco  and  the  financial  groups.  For  \ 
ample,  UST  (25,  UST)  and  First  Union  (31,  FTU).  Hold  on 
Philip  Morris  (41,  MO),  which  was  up  55%  last  year,  and  A 
state  (36,  ALL),  the  nation's  largest  auto  insurer,  up  80%.  I 
pleasing  to  note  that  defense  contractor  Litton  has  accept' 
Northrop's  takeover  offer  of  $80  a  share. 

Other  good  performers  from  my  recommended  list  i 
eluded  property/casualty  insurers  Ace  (36,  ACL),  up  54*: 
and  St.  Paul  (47,  SPC-),  57%.  And  also  financials  such 
Metropolitan  Life  (32,  MET),  77%;  Nationwide  Financi 
Services  (47,  NFS),  69%;  North  Fork  Bancorp  (24,  NFE 
65%;  Fannie  Mae  (76,  FNM),  47%;  and  PNC  Financial  Se 
vices  (71,  PNC),  46%.  Wellpoint  Health  Networks  ( 10 
WLP)is  up  67%.  Hang  on  to  St.  Paul,  Metropolitan  Lit 
North  Fork  Bancorp  and  Fannie  Mae. 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is 
Contrarian  Investment  Strategies:  The  Next  Generation.  Find  past  columns  at 

wvw.forbes.com/dreman  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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Small  Stocks  By  Marc  Robins 

Back  to  the  Lab 


I REMEMBER  THE  GILBERT  CHEMISTRY  EXPERIMENT  LAB  I 
had  as  a  kid.  Gleaming  white  enamel  on  a  steel  fold-up 
case.  Rows  of  glass  bottles  filled  with  mysterious  com- 
pounds. I  dreamed  of  creating  life.  All  I  created  was  the 
worst  smell  imaginable. 

Replacing  that  toy  for  me  today  is  a  new  obsession: 
biotech  companies.  They  aren't  creating  life,  but  some  of 
them  are  saving  or  extending  lives. 

Last  spring's  news  about  mapping  the  human  genome 
caused  a  stock  surge  for  bio- 
tech and  other  medical  firms. 
The  ebbing  of  the  gene  hoopla 
and  the  market's  overall  weak- 
ness have  punished  a  few  op- 
erations that  boast  pretty 
spectacular  medical  prospects. 
Some  very  enticing  values 
have  resulted. 

We  saw  a  similar  situation 
in  late  1998  when  Celgene 
traded  at  $8.50,  for  a  $144  million  market  value.  The  com- 
pany had  therapies  for  cancer  (thalidomide)  and  for  the  in- 
testinal disorder  Crohn's  disease,  and  could  manufacture 
pharmacological  compounds  that  eliminate  many  drug  side 
effects.  The  market  finally  understood  Celgene's  prospects, 
and  the  shares  subsequently  traded  at  a  high  of  $76  in  Sep- 
tember 2000  with  a  $5  billion  market  cap. 

Here  are  my  chemistry  lab  candidates  for  2001: 

KV  Pharmaceutical  (24,  KV.B)  is  down  from  a  November 
high  of  $40.  A  big  reason  is  Bristol-Myers  Squibb's  recent 
patent  extension  on  its  antianxiety  drug  BuSpar.  So  KV  faces 
a  two-year-plus  delay  in  launching  its  long-awaited  generic 
version  of  the  drug.  That  will  shave  KV's  earnings  through 
2002  by  up  to  10%.  My  expectation  for  2001:  a  net  of  70 
cents  a  share. 

But  investors  are  overlooking  KV's  strong  product  port- 
folio, ranging  from  prenatal  vitamins  to  technically  ad- 
vanced raw  materials  for  the  pharmaceutical  and  nutritional 
industries.  The  company  has  a  broad  base  of  branded  and 
generic  drugs,  not  to  mention  a  healthy  balance  sheet  and 
positive  earnings  momentum. 

A  bit  higher  up  the  risk  curve  is  Supergen  (12,  SUPG),  a 
producer  of  promising  cancer  treatments  such  as  Rubite- 
can,  for  pancreatic  cancer,  and  Nipent,  intended  for  use 
against  a  variety  of  leukemias  (see,  p.  90).  Trouble  is,  these 


Small  medical  firms 
with  huge  potential 

could  change  our 
lives— and  also 

boost  your  wealth. 


and  most  other  Supergen  products  are  still  in  clinical  tr 
als.  They  all  may  fail.  Still,  the  breadth  and  ingenuity  of  Sl 
pergen's  pipeline  inspire  confidence.  Its  cash-heavy  balanc 
sheet  does,  too. 

Supergen  will  lose  money  for  a  while.  But  in  2002 
could  net  $17  million  on  revenue  of  $63  million.  With  th 
stock  off  75%  from  a  March  high,  it  has  a  market  value  c 
$375  million.  That's  too  cheap. 

An  even  more  speculative  stock  is  database  provider  Gen 
logic  (18,  GLGC).  This  one  i 
down  88%  from  the  high.  Th 
company  is  building  wha 
could  become  one  of  the  mos 
comprehensive  surveys  of  th| 
genetic  makeup  of  diseasei 
tissue.  Drug  and  biotech  out 
fits  tap  into  the  database  aj 
they  chart  their  therapies 
While  Gene  Logic  certainr 
has  competition,  the  richnes 
of  its  database  gives  it  a  fighting  chance  to  prevail. 

Gene  Logic  exceeded  its  goal  of  signing  ten  new  database 
subscribers  in  2000.  Among  its  most  recent  additions  wen 
Procter  &  Gamble  and  Biogen.  Although  I  think  revenue; 
will  continue  to  grow  at  a  healthy  rate,  Gene  Logic  will  also 
need  to  fund  an  expanding  research  and  development  effort) 
This  means  continuing  losses  for  the  foreseeable  future. 

But  with  more  than  $200  million  in  cash,  minimal  deb 
and  an  annual  burn  rate  in  the  mid-20-million-dollar  range 
Gene  Logic  stands  on  firm  ground.  The  $450  million  marke 
value  is  10.5  times  a  plausible  2001  revenue  forecast. 

Small-cap  growth  stocks  are  risky  propositions,  but  th« 
possible  upside  potential  is  spectacular.  If  you  had  bough 
the  12  stocks  this  column  recommended  in  2000  (less  a  l°/f 
trading  cost),  you  would  have  had  an  average  relative-to- 
market  return  of  136,  where  100  means  tying  the  S&P  500.  Ir 
absolute  dollars,  the  average  stock  gained  24%  to  Dec.  31. 

My  biggest  losers  were  24-hour  Spanish  news/talk  radic 
network  Radio  Unica  Communications  (UNCA),  which  fel 
46%,  and  heavy  machinery  maker  Terex  (TEX),  down  25% 
Sell  Unica;  it  will  take  longer  to  recover  than  I'd  like.  But  bu) 
Terex,  whose  prospects  are  better. 

Biggest  winners:  teen  retailer  Hot  Topic  (HOTT),  up 
161%,  and  exercise  machine  purveyor  Direct  Focus  (DFXl) 
up  159%.  Sell  both:  They've  attained  our  hopes.  F 


Marc  Robins  is  editor-in-chief  of  RedChip.com,  an  investment  advisory  service  on  small-  and  micro-cap 
stocks.  Find  past  columns  at  www.forbes.com/robins  or  use  your  :CueCat  device  on  the  cue  code  ( right) 
to  take  you  there  instantly. 
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Stock  Trends  By  Laszlo  Birinyi 


The  Learning  Curve 


M Y  YOUNGER  BROTHER,  FRANK,  PRACTICES 
medicine,  which  suggests  that  he  is  still  learn- 
ing. Lawyers  and  accountants  also  practice 
their  professions.  But  Wall  Streeters  never  use 
the  term  "practice."  That's  because  we  think 
we  have  passed  the  apprentice  stage  and  are  full-fledged  pro- 
fessionals who  know  it  all,  or  at  least  most  of  it. 

Until  we  get  to  a  year  like  2000.  Then  we  realize  that  the 
market  really  can  flummox  us.  I  see  that  even  into  my  fifth 
decade  in  the  business  I  still 
have  a  lot  to  learn.  According  to 
FORBES  statisticians,  my  picks 
would  have  lost  you  1 1%  last 
year,  after  subtracting  a  hypo- 
thetical one  percentage  point 
for  trading  costs.  My  picks 
lagged  the  S&P  by  two  points,  if 
identical  amounts  were  in- 
vested in  the  index  when  I 
made  my  recommendations. 

Still,  2000  had  a  good  side:  Like  other  times  of  adversity, 
the  past  year  had  lessons  to  teach.  And  going  into  another 
year  when  losing  money  is  easier  than  making  it,  reviewing 
what  went  wrong  with  my  2000  selections  is  fruitful. 

The  Internet  is  not  yet  a  bonanza  for  traditional  retailing.  \  ly 
Jan.  24, 2000  column  featured  four  mainstream  retailers  that 
I  felt  might  benefit  from  a  new  trend — online  selling.  I  rea- 
soned that  big  department  store  chains  could  take  advantage 
of  their  ubiquity  and  their  brand  names,  turning  electronic 
commerce  into  a  major  profit  center.  Unlike  their  new  on- 
line-only rivals,  they  had  the  distribution  problem  licked. 
I  speculated  that  Sears  could  turn  its  Omaha  or  Abilene 
store  into  a  warehouse  that  could  quickly  shoot  purchases  to 
Web  customers. 

An  overall  downdraft  in  consumer  buying,  however, 
overcame  any  advantage  Internet  commerce  could  bring  es- 
tablished chains,  mighty  Wal-Mart  included.  The  only  con- 
solation for  traditional  retailers  is  that  upstart  e-tailers  such 
as  Etoys  are  failing.  Unhappily,  of  my  four  suggested  retail- 
ers, only  Sears,  Roebuck  did  well  the  rest  of  the  year. 

You  can't  buy  on  the  dips  forever.  In  my  Apr.  3  and  May  15 
columns  I  urged  you  to  reconsider  technology,  which  had 
started  what  turned  out  to  be  a  prolonged  nosedive.  My 
names  fared  badly;  my  worst  single  pick  of  2000:  LSI  Logic, 
S61  then  and  S20  now.  For  five  years  dips  had  been  oppor- 


A  surprisingly  bad 
market  last  year 
tells  me  the  usual 
market  measures 
are  kaput. 


tunities  to  buy.  I  failed  to  realize  things  were  different. 

It's  never  too  late  to  buy.  In  my  August  effort,  I  fina 
warmed  to  the  drugs,  and  while  I  mentioned  only  tht 
names  (Johnson  &  Johnson,  Eh  Lilly,  Glaxo  WellcomeJ, 
of  them  beat  the  market  from  there  onward.  Just  becai. 
one  missed  a  large  part  of  an  upward  move,  do  not  assur 
there's  no  more  upside  left. 

Things  can  go  from  bad  to  worse.  My  October  column  a 
vised  betting  heavily  on  AT&T,  even  though  it  had  fallen  co 

siderably  from  the  spring,  n 
Bell  has  many  strengths,  b 
the  rapid  fall-off  in  its  co 
sumer  long-distance  revenu 
is  too  much  for  investoi 
Chief  Executive  Michael  Arn 
strong's  plan  to  split  ATJ3 
into  four  parts,  announce 
after  my  column  appearc 
seemed  to  be  an  admissia 
that  his  strategy  was  a  failui 
and  further  spooked  Wall  Street. 

Fundamentals  are  meaningless.  The  market  is  in  trans 
tion,  and  many  tried-and-true  market  measures  are  n 
longer  applicable  (see  my  Dec.  11  column).  In  fact,  I  have  er 
titled  my  institutional  outlook  for  2001  "The  Death  of  Fur 
damentals."  Quite  a  few  stocks  that  dropped  sharply  la; 
quarter  had  better  than  expected  earnings.  And  God  help 
company  that  misses  the  consensus  estimate,  as  Hewlet 
Packard  did.  Its  stock  was  shredded  despite  an  otherwis 
strong  performance. 

Go  for  good  tech  names.  Nevertheless,  it  makes  sense  t 
begin  2001  by  carefully  prospecting  in  technology.  Tech  sti 
drives  this  economy;  this  will  not  change.  Remember  the  lat 
summer  of  1999  when  we  were  advised  to  avoid  technologj 
because  the  dreaded  Y2K  meltdown  was  inevitable? 

Today  many  good  names  are  trading  at  multiples  ap 
proximating  their  growth  rates.  That,  in  this  part  of  the  cab 
bage  patch,  is  cheap. 

My  favorites  would  be  old,  boring  IBM  (92,  IBM),  EAfl 
(72,  EMC)  and  America  Online  (47,  AOL).  Be  very  leery  o 
most  Nasdaq  issues,  where  the  ongoing  carnage  may  undc 
your  best  efforts. 

As  for  the  stocks  from  2000  mentioned  above:  Hold  on  t« 
AT&T,  Wal-Mart  and  Hewlett-Packard.  Get  rid  of  the  res^ 
Take  your  profits  in  Sears  and  admit  defeat  in  LSI.  f 


Laszlo  Birinyi  Jr.  is  president  of  Birinyi  .\ssociates,  a  Westport,  Conn. -based  financial  consulting  firm. 
Find  past  columns  at  www.forbes.com/birinyi  or  use  your  :CueCat  de\ice  on  the  cue  code  ( right)  to  take 
you  there  instantly. 
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Tough  Guys  Do  Dance 

stepping  o  u  t  |  Where  can  you  find  an  honest-to-god  cowboy?  On  the  dance  floor. 
Forget  docile  do-si-dos  and  half-baked  polkas.  Western  swing'll  snap  your  head  off. 


BY  JESSICA  MAXWELL 

TONIGHT  WE  GO  TO  THE  MILLION  DOLLAR 
Cowboy  Bar,  but  on  Sunday  we  go  to 
church."  Dubs  Horgan  flashes  a  million- 
dollar  cowboy  grin  and  shoulders  his  way 
toward  the  band  at  the  Million  Dollar 
Cowboy  Bar  of  Jackson  Hole,  Wyo.  Hor- 
gan is  a  pharmacist  by  trade  and  a  part- 
time  hunting  and  fishing  guide  by  passion.  He  is  also,  by  all  ac- 
counts, a  very  tough  guy.  (His  real  nickname  is  Whitewater,  the 
first  letter  of  which  explains  how  he  came  to  be  called  Dubs, 
a  variant  of  Dubya.)  Dancing  comes  as  naturally  to  Dubs  as 
riding  the  range  or  skinning  out  an  elk. 

An  unlikely  mix  of  citizens  follows  Horgan  to  the  dance 
floor.  Beer-blurred  college  kids  in  jeans  and  T  shirts,  perky  dot- 
commies  on  ski  vacations  and  a  tiny  posse  of  real  ranch  folk,  all 
in  starched  shirts,  Wranglers,  boots  and  hats.  After  playing  a 
full  set  of  old-time  cowboy  favorites,  the  Even  Stevens  Band  is 
now  aching  out  that  reliable  old  tearjerker,  "Tennessee  Waltz." 

College  couples  lock  limbs  and  lips  and  spin  around  in 
off-the-beat,  slow-dance  circles.  Young  professionals  move 
wide-armed  and  unsure  in  some  sort  of  half-baked  polka.  But 
the  rancher  couples  are  another  thing  altogether,  and  it's  a 
thing  of  grace.  Her  right  hand  presses  high  and  firm  inside  his 
left.  His  left  guides  her  perfectly  with  subtle  signals  on  the 
small  of  her  back.  Their  bodies  are  lean  and  strong,  and  they 
move  with  well-practiced  technique  and  the  near-telepathic 
sensitivity  that  comes  from  working  with  horses.  They  make 
everyone  else  on  the  dance  floor  look  out  of  place. 

Horgan  wheels  to  miss  a  young  couple  that  has  thrown 
an  inexplicable  swing-your-partner  into  the  heart  of  their  er- 
satz waltz.  "Why  do  they  call  it  tourist  season  if  we  can't  shoot 
'em?"  he  growls. 

There's  genuine  anger  in  the  wisecrack.  In  the  past  decade 
a  herd  of  urban  Americans  with  visions  of  log  cabins  dancing 
in  their  heads  fled  to  the  heretofore  wide  open  spaces  as  huge 
family  ranches  were  being  drawn  and  quartered  into  20-acre 
"ranchettes"  by  fast-buck  developers.  Ever  since,  real  ranch 
culture  has  been  going  the  way  of  the  buffalo,  and  the  long- 
time tradition  of  cowboy  swing  dance  is  losing  hold. 

As  recently  as  a  half-dozen  years  ago,  on  any  Saturday 
night  in  any  given  Western  town,  you  were  assured  of  finding 


at  least  one  bar  filled  with  the  steamy  exuberance 
serious  cowboy  swing  dancers  and  a  live  fiddle  band. 
In  Montana,  Idaho,  Wyoming,  Nevada — if  it  was  the 
weekend,  then  the  wranglers  were  in  town.  Visitors 
from  L.A.,  Seattle  or  points  east  would  sit  in  wonder  at  thj 
precision  and  complexity  of  the  dancers,  especially  the  ma 
whose  job  was  to  lead. 

With  unfailing  confidence  and  no  discernible  forethougij 
they  pretzel  their  partners  into  stunningly  intricate  moves  a 
speeds  that  would  give  normal  people  whiplash.  God  forbu 
one  of  these  John  Wayne/Fred  Astaire  hybrids  should  ask  a 
unsuspecting  city  slicker  gal  like  me  to  dance.  Fear  of  sea 
sickness  and  possible  decapitation  overcomes  me  as  a  cow 
boy  gamely  leads  me  to  the  dance  floor.  But  before  long  I'a 
orbiting  with  the  best  of  them,  dizzy  with  amazement  at  ni 
ability  to  manipulate  my  body  in  space  without  a  word  of  du 
rection,  much  less  a  lesson.  Such  is  the  skill  of  veteran  cowboj 
swing  dancers. 

"It's  one  of  the  last  places  where  guys  are  still  in  chargejj 
explains  Clair  Carlson,  the  lead  instructor  at  Jackson  Hole'! 
top  dance  school,  Dancers'  Workshop,  who,  for  the  record 
insists  that  he  had  two  left  feet  when  he  took  up  cowboy  dano 
ing  in  the  mid-1980s.  As  Jackson  Hole  becomes  a  caricature  a 
its  once  authentic  western  self,  and  as  new  residents  look  mot) 
and  more  like  escapees  from  the  Village  People,  a  small  but  dq 
termined  remnant  means  to  dance  right,  and  they  come  to 
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fas  school  in  order  to  get  a  leg  up.  On  Saturday  night  some 
y  the  Dancers'  Workshop  crowd  was  at  the  Million  Dollar, 
acticing  its  moves. 

[  "There's  Tom  Scherer,"  says  Horgan,  nodding  at  a  hand- 
pme,  smiling,  middle-aged  man  in  standard  cowboy  regalia. 
I  we  watch,  his  black  cowboy  hat  magically  transfers  from 
[herer's  head  to  his  dance  partner's,  then,  one  turn  later,  it 
[des  back  to  its  rightful  place. 

i  "How'd  he  do  that?!"  inquiring  out-of-town  minds  want 
:  know.  "Practice,"  replies  Scherer,  who  has  been  teaching 
I'wboy  swing  for  over  15  years,  most  of  them  at  the  work- 
Lop.  It  all  started  with  Irish  country  dancing,  Scherer  ex- 
pins.  During  the  19th  century  it  evolved  into  swing.  "Ranch- 
is  used  to  have  barn  dances.  Bob  Wills  and  His  Texas 
ayboys  helped  popularize  cowboy  swing.  So  did  the  movie 
Yban  Cowboy."  Now,  says  Scherer,  there  are  only  a  half-dozen 
[  so  around  Jackson  Hole,  but  the  Dancers'  Workshop  is  still 
king  strong  after  30  years. 

I  "Do  you  think  that  guy  took  lessons?"  I  ask  Horgan, 
pinting  to  an  old  cowpoke  spinning  effortlessly  on  the  floor, 
[is  Sunday  night  now.  As  promised,  after  a  wild  Saturday 
ght  at  the  Million  Dollar  Cowboy  Bar,  we  indeed  go  to 


They  pretzel 
their  partners 
into  stunningly 


intricate  moves 
at  speeds  that 
would  give 
whiplash.  


church,  meaning  the  Sunday 
night  dance  with  the  Stagecoach 
Band  at  the  Stagecoach  Bar  a 
few  miles  out  of  town.  The  place 
is  as  plain  as  the  Million  Dollar 
is  flashy.  It  is  one  of  the  last  au- 
thentic cowboy  bars  left  in  the 
West.  "Nah,"  Horgan  answers, 
referring  to  the  old  guy.  "He  was  born  knowin'." 

"Either  that  or  he  practiced  with  other  cowboys,"  offers 
the  crusty  rancher  sitting  next  to  us.  "Who  else  you  gonna 
dance  with  out  on  the  range?" 

The  old  wrangler  we  are  watching  on  the  dance  floor 
is  missing  several  fingers  and  most  of  his  teeth,  and  his 
gait  has  a  strong  limp  to  it.  But  he's  out  there,  twirling 
his  partner  with  the  best  of  them  to  a  scorching  tune  that 
sounds  like  a  turbocharged  "Wabash  Cannonball."  As 
the  music  plays  faster  and  faster,  the  old  cowboy  grins 
wider  and  wider,  working  his  arms  like  rodeo  ropes,  his 
partner  now  just  a  blur  in  the  dark.  You  can't  help  think- 
ing that  when  he's  gone,  something  irreplaceable  will  go 
with  him.  W 
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Club  Fed 

ollar  crime|  Some  people's 
vacations  work  out  just  a  little  differently  than 
originally  planned.  Here  are  a  few  things  you 
need  to  know  for  a  trip  up  the  river. 

BY  LEA  GOLDMAN 

THE  U.S.  POPULATION  OF  PRISONERS,  STATE  AND 
federal  combined,  now  exceeds  1.3  million, 
having  grown  annually  at  an  average  of  6.5% 
during  the  last  decade.  Not  all  of  these  are  drug 
users  and  muggers.  Most  white-collar  offenses 
are  prosecuted  by  the  federal  government:  tax  evaders, 
Medicare  cheats,  people  who  commit  securities  fraud  (one  of 
Michael  Milken's  crimes).  You  could  be  the  next  person 
caught  for  pushing  the  envelope.  Herewith,  a  quick  guide  for 
anyone  headed  for  a  federal  slammer. 

The  first  lesson  of  prison  life  will  sound  familiar  to  any 
slumlord:  location,  location,  location.  You  want 
to  end  up  in  a  stand-alone  prison  camp 
(unattached  to  a  higher-security 
prison)  or  a  camp  adjacent  to  a 
military  base  (better  food 
and  jobs — yes,  you'll  be 
working    your  way 
through  prison).  The 
Bureau  of  Prisons  ul- 
timately determines 
where  convicts  are  in- 
carcerated, but  see  if 
your  lawyer  can  get  the 
judge  to  recommend  a 
particular  site  to  the  BOP. 
Cite  family  considerations, 
medical  conditions — any  sob 
story  you  can  think  of. 

The  nastiest  place  for  a  federal  nonvi- 
olent criminal  to  be  sent:  Allenwood,  Pa.  (at- 
tached to  a  maximum-security  prison).  The  nicest:  Eglin,  Fla. 
(balmy  weather,  nice  accommodations). 

Second,  get  a  thorough  physical  checkup  and  any  other 
medical  procedures  done  before  you  go  in.  Once  inside  the 
joint,  elective  surgery  is  out,  and  only  inmates  over  50  get 
annual  checkups. 

Don't  bother  to  pack.  You  can  walk  in  with  a  soft-covered 
Bible  or  Koran,  one  pair  of  eyeglasses,  dentures,  one  solid 
wedding  ring  with  no  stones  and  up  to  $20  in  change  for 
vending  machines.  Everything  else  is  confiscated. 

Once  you're  in,  you  can  order  books  straight  from  the 
publisher — or  get  them  out  of  the  prison  library.  It's  a  lot  like 
a  local  library,  only  you  can  return  books  at  your  leisure.  No 
late  fees.  No  snippy  librarians.  Magazine  subscriptions  are 


okay,  except  those  of  the  Playboy  variety.  Forget  about  Inte 
net  access:  Palm  devices  and  mobile  phones  are  verbotei 
and  the  only  PC  you  can  get  your  hands  on  is,  say,  a  286  m 
chine  that  lets  you  do  word  processing  (great  for  that  nov 
you've  been  planning  to  write  one  of  these  days).  As  for  T 
you  can  watch  anything  you  want — including  basic  cable- 
provided  it's  in  the  communal  room  and  the  beefy  guy  wit) 
the  tattoos  doesn't  object. 

Your  day  will  be  broken  up  five  times  by  a  roll  call,  begin 
ning  at  6:30  a.m.  You  will  be  allowed  access  to  the  exercia 
yard  for  as  many  as  40  hours  a  week,  or  to  the  prison  law  U 
brary  to  research  precedents  for  an  appeal.  You  generally  gq 
the  period  from  4  p.m.  to  10  p.m.  free  for  "leisure"- — whic 
mostly  means  reading,  watching  TV  or  pumping  iron.  Light 
out  around  10:30  p.m. 

Despite  popular  reports  to  the  contrary,  federal  priso 
is  no  country  club.  "It  was  amazing  to  me.  People  still  in 
sisted  in  newspaper  articles  that  I  was  playing  golf,"  recall 
Webster  Hubbell,  the  Clintonista  imprisoned  in  Fedeq 
Correctional  Institution  Cumberland  (Maryland)  for  1 
months  for  defrauding  law  clients.  "There  arj 
no  golf  courses,  no  swimming  pool 
there.  That's  imaginary." 

You  probably  won't  b 
gang-raped  or  knifed  tj 
death  in  a  federal  prison 
but  you  may  get  a  creel 
for  a  roommate.  Mosj 
federal  white-colla| 
prisoners    have  l\ 
share  a  "cube"  con| 
sisting  of  a  bunk  be<j 
a  desk  and  a  foot 
locker.  Don't  expect  aid 
conditioning.  And  forgei 
about  blowing  off  stead 
after  hours.  Booze  and  broadj 
are  strictly  off-limits  during  incar- 
ceration. And  like  most  facilities  acroa 
the  country,  the  Bureau  of  Prisons  outlaw! 
smoking  in  many  of  its  buildings.  (Though  outdoors,  des-l 
ignated  smoking  areas  are  the  norm.) 

Work  is  mandatory.  Dunlap  Cannon  III,  53,  went  from 
pulling  down  $766,000  a  year  as  a  Memphis  attorney  to  maki 
ing  40  cents  an  hour  operating  a  photocopying  machine) 
"When  I  had  my  law  practice,  I  had  ten  assistants  who  did 
my  paperwork.  That  stopped  cold,  along  with  the  income,] 
recalls  Cannon,  who  served  31  months  in  various  prisofl 
camps  (mostly  in  Forrest  City,  Ark.  and  Millington,  Tenn.] 
for  embezzlement  and  fraud. 

What's  very  real  is  the  battle  with  boredom — "...  time 
keeps  draggin'  on,"  as  Johnny  Cash  sang  in  "Folsom  Prison! 
Blues."  Not  that  anyone  really  sings  the  blues  in  a  federa 
prison  camp.  Harmonicas  and  guitars  are  outlawed. 
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dy  was  determined  to  escape  the  mailroom 


volunteered  for  anything  he  could  volunteer  for 
vard  caught  his  boss's  eye  with  a  shrewd  business  proposal 
Edward  Parks'  marketing  genius  catapulted  sales  skyv 
sident  E..  Parks  tells  people  'Please,  call  me  Eden 


orbes 


pitalist  tool  Never  settle 


FQRBESLIFE 


But  Is  It  Jazz? 

|  No,  says  guitarist  John  Scofield  of  most  "jam  band" 
improvisation.  His  own  stuff,  though?  That's  the  real  thing. 


BY  MIKE  ZWERIN 

THE  REPUTATION  OF 
electric  guitar  great  John 
Scofield  took  off  in  the 
early  1980s,  after  he  began 
playing  with  Miles  Davis. 
Davis  so  loved  the  young  man's  disci- 
plined improvisations  that  he  began 
building  whole  tunes  around  them.  In 
fact,  Davis  loved  Scofield's  work  a  bit 
too  well,  sometimes  appropriating 
phrases  without  immediately  giving  the 
guitarist  the  credit  (or  the  royalties)  he 
deserved.  Scofield  had  to  fight  hard  to 
earn  public  recognition. 

He's  got  it  now.  Scofield  reigns  as 
one  of  jazz's  most  respected,  brightest 
and  bestselling  stars.  More  than  any 
other  artist,  he's  managed  to  combine 


Jimi  Hendrix-style  textural  innovation 
with  John  Coltrane-style  harmonic 
riffs.  That  combination  makes  him  an 
instantly  recognizable  soloist. 

Last  year  he  got  plenty  of  notice 
when  Down  Beat  magazine's  annual  poll 
of  critics  awarded  him  the  title  "Gui- 
tarist of  the  Year."  Meantime  two  recent 
albums — Bump  (Verve,  2000)  and  A  Go 
Go  (Verve,  1998) — are  winning  him  a 
new  audience:  "jam  band"  fans. 

Jamming  describes  a  consciously 
unstructured  situation  in  which  musi- 
cians get  together  without  arrangements 
or  rehearsals;  they  pick  a  starting  song 
and  then  play  spontaneously.  In  jazz  it 
goes  back  to  the  1920s.  Outside  that 
genre,  it  is  associated  with  the 
Grateful  Dead,  who  specialized 


Part  Hendrix, 
part  Coltrane,  all 
business: 
Scofield  jams. 


in  long  instrumental  sets  of  free-float 
improvisations,  usually  using  a  sin 
chord  played  over  a  rock  beat.  The  Dfl 
saw  jamming  as  a  way  to  introduce  i 
provisation  (and  jazz,  which  they  p< 
sonally  revered)  to  youi 
fill  fans. 

Today's  most  famous  jam  band 
probably  Phish,  which  inherited  mobsi 
enthusiastic  fans  from  the  Dead.  In  U 
hands  jamming  has  become  an  exec 
for  sloppy  playing.  Too  often,  it  implie 
disrespect  for  learning  on  the  part 
musicians  too  "cool"  to  study  harmoi 
or  to  make  the  effort  to  rehearse  ("Le 
just  jam  in  my  old  man's  garage"). 

Absolutely  none  of  this  applies 
Scofield.  Few  artists  combine  his  levels 
ability,  sensitivity  and  success.  He  coi 
bines  a  sophisticated  jazz/ rock  person 
ity  with  the  raw,  insistent  jam-band  be 
Result:  You  get  good  listening  and  go« 
dancing,  too — the  best  of  both  worl<j 
In  addition  to  jamming,  he  co 
tinues  to  play  with  universally  r 
spected,  straight-ahead  jazz  virt 
osos  like  Joe  Lovano,  Brad  Mehlda 
Kenny  Garrett  and  Christi 
McBride. 

Scofield  allows  that  his  own  brar 
of  music  is  "not  in  the  same  category 
Phish.  Not  that  there's  anything  wroj 
with  Phish.  They  play  elements  of  ja2 
and  they  wouldn't  exist  without  it,  bi 
it's  not  really  jazz  in  the  most  create 
sense  of  the  word.  I  suppose  I'd  prefl 
to  think  brainier  kids  go  for  my  stuff.' 

Anyone  curious  to  hear  Scofield 
earlier  work  should  listen  to  Qui 
(Verve,  1996).  It's  straight-ahead  jaa 
that's  good  for  the  soul.  This  album  pre 
jects  a  beautiful,  dreamy  personality  thi 
reflects  the  smooth-toned  sensibility « 
the  featured  former  Weather  Report  sta 
saxophonist  Wayne  Shorter. 

As  for  coming  attractions,  watch  fc 
Works  For  Me  (Verve),  scheduled  to  U 
released  this  month.  Here  Scofiel 
shines,  playing  both  his  own  materi; 
and  that  created  by  a  high-caliber,  hare 
swinging  all-star  band  featurin 
Mehldau  on  piano,  Garrett  on  sa? 
McBride  on  bass  and  Billy  Higgins  o 
drums. 
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Advertisement 


Luxury  Yachting 


Rent  A  Greek 


Cruising  Palace 

And  sail  among  the  4,000  Greek  islands 

THEN  YOU  CAN  SELECT  YOUR 
(teOWN  ENVIRONMENT,  YOUR  OWN 
SCENERY,  YOUR  OWN  ISLAND! 


eadquarters:  7254  FTFRd.,  P.O.B.  385,  Ambler," PA  19002  U.S.A. 
el:  (215)  641-1624  •  (215)  641-0423  •  (800)223-38-45  •  Fax:(215)  641-1746 
-mail:  VALEFC"  ix.netcom.com  •  Website:  VALEFYACHTS.com 


Charter  a  motor  yacht",  mocor  sailer  or  sailing  yacht  (tor  6  to  50 
ests,  from  50'  to  200'  and  S700  to  $20,000  per  day  for  entire 
:ht  with  its  foil  crew)  from  VALEF  YACHTS,  agents  for 
argest  fleet  of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN 
BEING  ON  A  CRUISE  SHIP 


BUT 

•  You  can  plan  your  own 
itinerary  with  your  own 
captain 

•  Your  food  with  your  own  ehef 

•  Your  drinks  with  your  own 
steward,  or  leave  it  up  to 
them  to. .  .pamper  you. 


Hair  Restoration 


The  Natural  Decision 

rflMTMEDICAL  HAIR 
-2UJ  RESTORATION  ' 

MORE  THAN  34  LOCATIONS  NATIONWIDE 

Call  for  a  Free  Video  £  Brochure 

1-888-889-7703 

medicalhairrestoration.com 


Meeting  Planners 


Meetings  are 

our  Business.5" 


Incentive  Trips 

Training  and  Sales  Meetings 

FEP,  Inc.  1-800-465-7374 
www.meetings-events.com 


r  information  and  rates  on  advertising  in  the  next 
rbes  Business  Classified  Section 
ntact:  Media  Options  (1-800-442-6441  for  ad  rates 
ad  information  only) 

ix:  1-973-694-8371  E-mail:  mediopt@aol.com 


arge  Your  Ad...  visa 


Executive  Gifts 


A,:U  T  H  E  N  T  I  C 

UBJm  CIGARS 

DELIVERED  ANYWHERE 


bes  Subscriber  Service. ..To  order,  change  address  or  other  customer  service,  call  1-800-888-9896 


BusinessClassified 


Financial  Sen/ices 


Advertisement 


Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library  —  Value  Line's 
most  recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide 
How  to  Invest  in  Common  Stocks   You  will  also  receive  analyses  of  about 
130  slocks  each  week  for  10  weeks  for  $55  Available  onlv  once  every  three 
years  to  any  household    SPECIAL  BONUS:  J.K.  LASSERS  YOUR  ISCOME 
TAX  2001.  This  Indispensable  guide  covers  all  new  tax  law  changes  as  well 

as  tax-planning  and  money-saving  strategies   Hundreds  of  examples  and 
Icons  highlight  key  points   Also  Included  with  the  guide  Is  a  free  supplement 
with  usable  forms  and  late-breaking  tax  news  A  S 1 4  95  value  -  yours  free 
j  with  your  Value  Line  subscription  while  supplies  last  Your  subscription  mayj 
be  tax-deductible,  consult  your  tax  advisor  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or 

CALL  TOLL-FREE  1-800-535-9651 

BONUS  CODE  516NFZK05    American  Express,  MasterCard.  Visa  or  Discover 
24  hours  a  day.  7  days  a  week  it  you  are  nol  completely  satisfied  return  all  materials 
kl  good  condition  wiinm  30  days  from  me  start  ol  your  trial  suOscnption  for  a  lull 
refund  of  your  fee  Allow  4  weeks  lor  delivery  Foreign  rales  upon  request 
Order  Online  at  www.valueline.com/ads/f5knr 


(The  Value  Line  Investment  Survey*,. 

PO  Box  3988. New  York  NY 
10008-3988 


Business  Opportunities 


OFFSHORE  je-incorporate. 


fot» 


♦Companies 
♦Banking 

♦Credit  Cards   

♦Privacy        Capital  Asset 

J  Management 

(800)  710-0002     Free  Brochure 

Visa/MOAmex    wwwju  «etp  rotettlon.com 


•  Registered  agent  services 

•  U.S  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


Legally  &  Ethically     I  WHY  DIDN'T  I  THINK  OF  THAT 


Own YOUR  Own 
OFFSHORE  BANK 
FREE  Report 
800-733-2191 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


Charge  Your  Ad... 


^  YOUR  EMPLOYEES 


VISIT  US 


DURING  WORK  HOURS 


WANNA  BET?  BLACKJACK.COM 


Play  now  and  get  S10  free. 


Business  Opportunities  I     Online  Education 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


BUSINESS 
PARTNER 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremeiy  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable. 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


Earn  Your 
LAW  DEGREi 
from  the  Nation 
"First"  Online 
Law  School 


JURIS  DOCTOR 
EXECUTIVE  JDSM 

Taught  by  leading  legal  educator 

Call  for  a  FREE  Catalog 

1-800-439-479 

mg.concordlawschool.coi 
CONCORD 
UNIVERSIT 

School  of  Law 

A  Kaplan  Inc.  /Washington  Posl  Co 


:orbes  Subscriber  Ser/tce. . .  To  ore     change  address  or  other  customer  service,  call  1  -800-888-9896 
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olor 


postcards 


>st  Effective 

Whether  you  need  500 
OStcardS,  .1   milium,  or 

—  starting  ai  just  *95| 
e  can't  be  beat! 

>nvenient 

one  source  solution 

ir  your  direct  mail  campaign 
h  postcards.  Just  send  us 
nur  photo,  message,  logo  & 
-  we  do  the  rest! 


FREE  SAMPLES 

t  our  website  or  call  NOW 
for  your  postcard  kit! 


1-800  959-8365 

www .  modernpostcard .  com 


South  Carolina 


3wah.c0m 

:ree  28-Page 
olor  Guides  to 
Great  Beach 
Vacations 


800  247  5050 


i  2 
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Ktawah  •  Seabrook  *  Isle  of  Palms 


A  breakthrough  in  audio  technology... 
MR-318T  AM/FM/TV  Stereo 
Personal  Digital  Radio 
by  Rodelvox'  only  $69- 

*But  read  this  ad  for  an  even  better  deal! 

There  is  absolutely  nothing  like  it.  This 
outstanding  personal  receiver  fits  in 
your  shirtpocket  or  fits  inconspicuously  on 
your  desk  or  night  table.  It's  packed  with 
features  that  give  you  crisp  reception  over 
the  entire  AM  and  FM  bands  and  the  audio 
portions  of  all  VHF  TV  channels— 2  to  13. 


mm  m 


•  The  MR-318T  zuorks  on  two  AA-batteries  (included).  It  mea- 
sures only  5  x  2.5  inches  and  weighs  less  than  six  ounces. 
Fidelity  is  astonishing,  in  both  loudspeaker  and  earphone 
Here  are  some  of  the  other  great  features  of  modes/  The  maker  of  the  MR-318T  receiver  is  one  of  the  world's 
this  breakthrough  personal  digital  radio:    leaders  in  the  production  of  advanced  radio  equipment. 


i  PLL  Synthesized  Tuning 

Built-in  Speaker 
I  State-of-the-Art  Design 

Automatic  Scanning 


Headphones  Included 
Last-Tuned  Station  Retained 
Keylock  Function 
External  AC/DC  Power  Jack 


25  Memory  Presets: 
10  AM,  10  FM,  5  TV 
Low-Battery  Indicator 
i  Batteries  Included 


We  are  the  exclusive  importers  of  Rodelvox"  audio  equipment  and  are  therefore  able  to  bring 
you  this  advanced  receiver  at  the  almost  unbelievable  price  of  just  $69.95.  But  we  have  an 
even  better  deal:  Buy  two  for  just  $139.90  and  ive'll  send  you  a  third  one,  with  our  compli- 
ments—absolutely FREE!  Get  "shirtpocket"  AM/FM  reception  as  you  never  had  before. 
Catch  the  audio  portion  of  your  favorite  TV  show,  wherever  you  are:  watch  the  late  TV  show 
without  disturbing  your  partner;  listen  to  the  commentator  when  you  watch  the  ball  game 
or  any  sporting  event — and  much  more.  Yes,  get  a  new  world  of  listening  pleasure  with  your 
Rodelvox"  MR-318V  AM/FM/TV  Stereo   Personal   Digital   Radio.   Order  it  today! 

You  may  order  by  toll-free  phone,  by  mail,  or  by  fax  and 
pay  by  check  or  Visa/ MasterCard.  Please  give  order  a  ^ 

number  #1074F867.  Add  $4.95  for  ship. /ins.  and  sales  tax 
for  CA  delivery.  You  have  30-day  refund  and  one-year 
warranty.  We  do  not  refund  postage.  For  customer  ser- 
vice or  wholesale  information,  please  call  (415)  643-2810.      2360  Third  St.,  San  Francisco,  CA  94107 


©  Order  by  toll-free  phone:  (800)  797-7367  or  (fastest!)  by  fax:  (415)  643-2818® 
Visit  our  website  at  ioivw.haverhills.com 


Health  Products 


BACK  PAIN? 


There  is 
an  answer! 
Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

15  Parkway,  Kotonah,  NY  10536 
www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


Charge  Your  Ad. 


Legal  Services 


Asset  protection 


Corporations,  Lid.  Partnerships,  LLCs 
Offshore  Trusts,  Corps.,  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacy 
•  Tax  Savings  •  Estate  Planning 

Professional  •  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •www.searsatty.com 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC.  561 -627-71 10 


For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section 
contact:  Media  Options  (1-800-442-6441  for  ad  rates 
&  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 


les  Subscriber  Service.  ..To  order,  change  address  or  other  customer  service,  call  1-800-888-9896 


THOUGHTS 


On  the  Business  of  Life 


T  A  T 

/^k  /  "tt'liing  Joe  Namath  once  again  superstar  in  pulling  out  a  victory  for  the 
^k/  New  York  lets  from  the  favored  Buffalo  Bills  should  have  inspired  anybody 
T  ▼  particularly  those  of  us  a  bit  on  the  older  side  of  age.  Here's  ayesterday's  hero, 
battered  beyond  belief  physically  (and  by  critics  who've  always  resented  the  fact  that  he's  done 
what  he's  wanted  to),  a  footballer  considered  pretty  much  over  the  hill,  yet  again  in  the  face  of 
overwhelming  odds  doing  what  he's  paid  for  and  supposed  to  do — win  the  game.  It's  nice  to  see 
"old" men  triumph.  —MALCOLM  S.  FORBES  (  1 975 ) 


The  person  of  solid  values  who 
can  be  admired  for  something  more 
substantial  than  his  well-knownness 
often  proves  to  be  the  unsung  hero: 
the  teacher,  the  nurse,  the  mother, 
the  honest  cop,  the  hard  worker 
at  lonely,  underpaid,  unglamorous, 
unpublicized  jobs. 

—DANIEL  BOORSTIN 


The  ordinary  man  is  involved 
in  action,  the  hero  acts. 
An  immense  difference. 

—HENRY  MILLER 


It's  true  that  heroes  are  inspiring, 
but  mustn't  they  also  do  some  rescuing 
if  they  are  to  be  worthy  of  their  name? 
Would  Wonder  Woman  matter  if  she 
only  sent  commiserating  telegrams  to 
the  distressed? 

— JEANETTE  WINTERSON 

/  think  of  a  hero  as  someone 
who  understands  the  degree 
of  responsibility  that  comes 
with  his  freedom. 

—BOB  DYLAN 

The  real  hero  is  always  a  hero 

by  mistake;  he  dreams  of  being 

an  honest  coward  like  everybody  else. 

— UMBERTO  ECO 


Heroism  feels  and  never  reasons, 
and  therefore  is  always  right. 

—RALPH  WALDO  EMERSON 

The  poetry  of  heroism  appeals 
irresistibly  to  those  who  don't  go 
to  a  war,  and  even  more  to 
those  whom  the  war  is  making 
enormously  wealthy. 

—LOUIS-FERDINAND  CELINE 


Unhappy  the  land  that  is 
in  need  of  heroes. 

— BERTOLT  BRECHT 

A  static  hero  is  a  public  liability. 
Progress  grows  out  of  motion. 

—RICHARD  E.  BYRD 


Show  me  a  hero,  and  I  will  write 
you  a  tragedy. 

— F.  SCOTT  FITZGERA1 

This  thing  of  being  a  hero,  about 
the  main  thing  to  do  is  to  know 
when  to  die.  Prolonged  life  has 
ruined  more  men  than  it  ever  made. 

—WILL  ROGE 

A  hero  is  a  man  who  would  argue 
with  the  gods,  and  so  awakens  devils 
to  contest  his  vision.  The  more 
a  man  can  achieve,  the  more  he 
may  be  certain  that  the  devil  will 
inhabit  a  part  of  his  creation. 

—NORMAN  MAIL! 


A  Text  ... 

For  if  a  man  think  himself  to  be 
something,  when  he  is  nothing, 
he  deceiveth  himself. 

— GALATIANS  61 

Sent  in  by  Harold  Mulder,  Escondido  Cal 
What's  your  favorite  text?  The  Forbes  Book 
Quotations:  Thoughts  on  the  Business  of  Life 
given  to  senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetic? 
by  subject,  are  available  in  a  900-page,  one-volui 
deluxe  edition,  The  Forbes  Book  of  Quotations:  Thoughts 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  shippi 
and  $1  per  item  for  handling  (add  applicable  sales  tai 
To  order,  please  call  toll-free,  1-800-876-6556. 
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NEVER  HEAR  OF  ANYONE  CURSING  OUT 
THE  ON-BOARD  MASSEUSE,  NOW  DO  YOU? 


the  best  in  business  passengers,  like  our  on-board  massage  therapy.  With  five  amazing 
treatments  to  choose  from,  it's  no  wonder  why  more  of  our  passengers  arrive  rested, 


relaxed,  and  dare  we  say.  smiling.  On  if  you  prefer  a  little  pre-flight  pampering,  we  have 


a  Clubhouse  masseuse  who'd  also  love  to  get  her  hands  on  you.  With  so  many  ways 


ind,  you'll  wonder  how  you  ever  made  it  through  a  business  trip  without  us.  So 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


virgin  otlantic  jj£f3 


•Pending  merger  approval  with  intermedia  Comm  -cations  Inc 
©  2001  WorldCom.  Inc.  Al!  Rights  Reserved. 


;mma  Mayes-Gant  considers  herself  a  true  zealot  when  it  comes  to  web  hosting.  Then 
iin,  she  works  for  WorldComSM— one  of  the  world's  premiere  web  hosting  providers, 
•or  starters,  we  have  state-of-the-art  data  centers  all  over  the  world  that  seamlessly 
meet  to  one  of  the  largest  wholly  owned  IP  networks  on  earth. 
Jut -we  don't  just  give  you  space  and  security.  Thanks  to  our  combined  UUNET  and  Digex 
purees,  we  can  offer  you  everything  from  application  management  to  network  design.* 
ustomized  solution  that  makes  every  facet  of  your  e-business  work  perfectly  together. 
01  of  which  allows  our  customers  to  be  as  cool,  calm  and  collected  as  we  are. 
for  more  details,  visit  us  at  www.worldcom.com 
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THE  2001 


MOTOR  TREND  SPORT 
UTILITY  OF  THE  YEAR. 


Introducing  Acura  MDX.  We  saw  the  path  of  least  resistance.  Then  to 
sharp  left.  The  240-horsepower  MDX  was  designed  with  one  true  goal.  To  deliver  more.  More  power  and perforvi 
than  just  about  any  other  luxury  SUV  in  its  class.  So,  if  you're  combing  snowy  backroads  in  Breckenridge, 


MUX  with  Touring  Package  shown,  tana,  MDX  and  VTM-i  are  trademarks  of  Honda  Motor  Co.,  Ud.  Make  an  intelligent  decision.  Fasten  vour  seat  btk  ©2000  Acura  Division  of  American  Honda  Motor* 


just  enjoy  features  like  a  leather-appointed  interior,  7-passenger  capability  or  even  an  available  in-dash  6-disc  CD  changer.  You'll 
the  ability  to  tackle  almost  any  terrain,  thanks  to  our  revolutionary  VTM-4"  electronic  4-wheel-drive  system.  Where  to  next? 


:ing  the  SUV  to  a  place  it's  never  been  before.  (DACURA 

For  more  information,  call  1-800-TO-ACURA  or  lake  a  trip  to  acura.com. 


Peace  of  mind. 

Discover  all  that's  possible  on  the  Internet. 


A  mother  casts  a  sidelong  glance.  A  father  takes  a  quick,  admiring  look.  Smiling  back  at  them  is  a  revolution  in  daycare.  With 
the  installation  of  Internet  cameras,  many  daycare  centers  are  now  enabling  parents  to  look  in  on  their  children  from  a  whole 
new  vantage  point:  their  desktop. The  power  of  the  Internet  to  put  people  first  is  something  Cisco  Systems  understood  long 
before  building  our  own  firs:  daycare  center.  As  a  source  of  our  own  success,  we've  seen  the  profoundly  positive  effect  the 


Internet  has  had  on  a  whole  host  of  employee  services.  Many  of  which  your  own  company  may  not 
have  even  considered  yet.  So  for  your  own  peace  of  mind,  whether  you  manage  your  own  network, 
or  use  a  service  provider  with  a  Cisco  Powered  Network  (□Cisco  let  us  show  you  how  to  put  the 
Internet  to  work  for  you.  And  show  you  all  the  benefits  that  follow  from  it.  Visit  cisco.com/go/iq 
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A  Story  Stock's  Surprise  Ending 

Anicom's  ride  to  the  top  seemed 
too  good  to  be  true — and  it  was. 
By  Kemp  Powers 

Peanuts  What's  several  hours  of 
airline  misery  worth?  A  lot  less 
than  what  trial  lawyers  charge. 
By  Michael  Katz 

Volunteers  of  the  World,  Unite! 

In  slumping  Silicon  Valley,  even 
unpaid  workers  are  grumbling. 

By  Elizabeth  Corcoran 

Pardon  Me?  Marc  Rich  proved 
it's  better  to  flee  than  face  the 
music.  By  Robert  Lenzner 
and  Michael  Maiello 

Green-Colored  Glasses  Getting 
even  with  Nike  is  the  best  revenge 
for  Oakley's  Jim  Jannard. 

By  Dorothy  Pomerantz 

Burger  Bore  The  only  inventive 
thing  about  McDonald's 
New  Tastes  Menu  is  its  name. 
By  Brandon  Copple 

Good  Housekeeping  Linda  Chavez 
morphs  from  media  martyr 
to  media  maven.  By  Dirk  Smillie 

Companies,  People,  Ideas 

Taco  Hell  Why  fast-food  giant 
Tricon  got  a  bad  case  of  indiges- 
tion. By  John  Gorham 

Soaked  Gore's  famous  apparel 
brand  is  losing  its  mystique — 
and  the  company  is  to  blame. 
By  Kelly  Barron 


68   My  Kingdom  for  a  Building  Permit 

New  power  plants  could  bail 
California  out  of  its  crisis.  Easier 
said  than  done.  By  Lynn  Cook 

70   Numbers  Game  |  Unhatched 
Chickens  How  CompuCredit 
records  tomorrow's  theoretical 
profits  as  money  earned  today. 
By  Elizabeth  MacDonald 

72   Backseat  Driver  |  The  Elephant 

in  the  Corner  By  Jerry  Flint 

76   Insights  |  The  Kilowatt  Casino 

By  Peter  Huber 

International 

78   VW  Misses  Its  Mark  Another 
German  car  company  with 
problems.  By  Christopher  Watts 

80  Charticle  |  Tax  Relief 

By  Jack  Anderson 

82   Moscow  on  the  Thames  In  Britain, 
socialist  habits  die  hard. 

By  Richard  C.  Morals 

84   Morgan's  Law  The  chips  may  be 
Asian,  but  the  gear  that  makes 
them  is  often  American. 
By  Benjamin  Fulford 

Technology 

98   Disconnected  How  lousy  deci- 
sions and  outdated  regulations 
have  derailed  DSL.  By  Scott  Woolley 

101  Charlotte's  Goat  Meet  the  future 
of  materials  science:  spidergoats. 
By  Christopher  Helman 

102  Digital  Tools  |  The  Pen  Gets 

Mightier  By  Stephen  Manes 

Marketing 

104  Smoke  and  Mirrors  Lew  Rothman 
huffs,  stogie  lovers  puff. 

By  Monte  Burke 

105  Station  Wagons  on  Steroids 

Your  new  SUV  may  be  a  fraud. 
By  Robyn  Meredith 
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Entrepreneurs 

106  Dr.  Frankenfish  Elliot  Entis  wants 
to  bring  genetically  modified 
salmon  to  the  grocery  store. 
By  Monte  Burke 

108  Capitalist  Tool  Belts  A  good 
handyman  is  hard  to  find.  These 
guys  want  to  make  it  easier. 

By  Doug  Donovan 

109  Must-See  TV?  Hardly.  Why  a 

TV-station  owner  took  a  pass 
on  the  Peacock.  By  Mark  Lacter 

Money  &  Investing 

110  Annuity  Gratuity  Trade-in 
bonuses  for  variable  annuities 
sound  good.  They're  not. 

By  Carrie  Coolidge 

111  Footnote  Investor  Robert  Olstein 
never  visits  companies  in  which 
he  invests.  By  Bernard  Condon 

113  Off  Limits  Tips  on  how  to  stop  a 
short-seller. 

By  Chana  R.  Schoenberger 

114  Lets  Get  Vertical  No  outsourcing 
or  virtual  businesses  here. 

By  Andrew  Gillies 

116  Streetwalker  Advanced  Micro; 
Yahoo;  Ocular  Sciences;  Ross 
Stores;  Cheesecake  Factory. 

1 1 8  Markets  &  Forecasts 

120  Portfolio  Strategy  !  Lucky  Again 

in  2000  By  Kenneth  L.  Fisher 

121  Yes,  But !  Welcome  to 

the  Recession  By  James  Grant 

122  Stock  Trends  |  Good-bye  to  All  That 

By  Robert  S.  Salomon  Jr. 

123  Market  Trends  |  Looking  Forward, 

Looking  Back  By  Martin  Sosnoff 

Forbes  Life 

124  Shelter  |  The  Wright  Stuff 

Want  a  home  designed  by  Frank 
Lloyd  Wright  himself?  No 
problem.  By  Alan  Famham 

126  Reading  |  When  Scotland  Lost  Its 
Mind  A  disastrous  chapter  in 
colonial  history.  By  Susan  Adams 
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Getting  There  Is  All  the  Fun 


The  World  of  Residensea:  far  better  than  a  Winnebago. 


For  many  people,  paradise 
is  a  cruise  ship.  The  only 
problem  is  that  at  some 
point  you  have  to  get  off. 
But  now,  for  a  starting 
price  of  $2  million,  a  lucky 
few  can  purchase  their  own  cabin  aboard  The  World  of  Residensea,  which  is 
essentially  a  644-foot  long,  12-deck  luxury  floating  condo  complete  with  24- 
hour  room  service,  simulated  golf  and  cabins  designed  by  big-name  interior 
decorators.  The  ship,  which  will  have  its  maiden  voyage  in  early  2002,  is  ex- 
pected to  spend  250  days  a  year  at  sea  and  the  rest  in  exotic  ports  like  Monte 
Carlo  and  Rio.  If  this  sounds  good,  better  act.  Already  three-quarters  of  the 
1 10  cabins  have  been  sold.  — Angelo  Ragaza 
Full  story  available  at  www.forbes.com/houseboat. 


Early  Bird 


Broadband  in  Latin  America  is  set  to  boom,  but  only  one  company  has  built  a 
regionwide  broadband  network — and  it's  not  AT&T  or  Telefonica.  Ten-year-old 
Impsat  Fiber  Networks,  a  former  satellite  service  provider,  got  there  first. 
Launching  a  fiber-optic  network  in  1999  to  handle  the  region's  impending  data 
explosion,  Impsat  now  provides  Internet  and  private  network  data  and  voice 
telecommunications  services  to  Latin  America's  biggest  metropolitan  markets. 
Clients  include  Ford,  Coca-Cola,  Shell  and  Citibank.  — Alexandra  Kirkman 
Full  Story  available  at  www.forbes.com/impsat. 


Forbes  ASAP 

The  Little  People  V.  America  Online  How  thousands  of  dis- 
gruntled volunteers  may  shake  up  the  parent  of  the  world's 
most  powerful  media  company  Labored  Laws  Migrant  cu- 
cumber pickers,  meat  deboners  and  Depression-era  legisla- 
tion still  define  the  21st-century  workplace  Ambushed  With 
dimpled  chads  so  yesterday,  Washington,  D.C.  is  ready  to 
tackle  a  digital  agenda  Pillow  Tech  Analyzing  the  dreams  of 
geeks  isn't  pleasant  work,  but  somebody's  got  to  do  it  When 
Whirl  Was  King  Nanobot  acolytes,  Webcam  shoppers  and 
James  Brown  fans  who  embodied  New  Economy  euphoria 
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looked  at  our  cover  package 
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www.forbes.com/midas  for 
information  and  statistics 
on  50  more  money  men. 

Body  Count.  Visit  Forbes.com's  layc 
counter,  which  tracks  recent 
layoff  announcements  among 
Forbes  500  companies,  at 
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Flashback  The  old  Time  Warni 
aggressively  bought  back  i 
own  stock — with  little  benef 
cial  effect  on  its  share  price- 
for  years.  Why  is  the  newl 
minted  AOL  Time  Warner  goii 
down  the  same  road  with  its 
cently  announced  $5  bilbo 
buyback? 
MARKETS  Pro  Forum:  Utilities  Shoul 
investors  shun  the  entire  elec 
trie-utility  sector  until  th 
picture  clears?  Not  accordini 
to  Credit  Suisse  First  Bostoi 
electric-power  analyst  Pau 
Patterson. 
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This  Valentine's  Day,  Leave  Nothing  To  Chance. 
(Well,  Maybe  Just  A  Diamond  Or  Two.) 

With  a  sumptuous  box  ofGodiva*  chocolates  and  a  chance  to  win  a  7.5  carat  three-stone  Diamond  Ring  for  your  past, 
present  and  future,  or  one  of  75  Diamond  Line  Bracelets,  your  Valentine's  Day  will  be  nothing  less  than  perfect.  To  order  a  gift  or  locate  a 
Godiva  Boutique,  call  1-80O9-GODIVA  or  visit  www.GODIVA.com. 

New  York  Paris  GODIVA  Tokyo  BmsSels 

Chocolatier 

^^^^^^ 
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Look.  The  world  is  humming  along.  Everyday  things  are  being 
reinvented,  getting  smarter,  stronger,  easier  to  use.  Isn't 

it  time  that  utilities  caught  up?  Okay.  We'll  go  first. 
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Put  It  in  My  Back  Yard  How  will  we  ever  reconct 

our  love  of  democracy  with  our  love  of  progress?  Califori 
desperately  needs  more  power  plants,  but  the  neighbc 
might  vote  every  single  one  of  them  down.  Lynn  Cook  c 
scribes  the  problem  on  page  68. 

This  country's  zoning  and  environmental  laws  have  1 
us  with  a  rotten,  lawyer-driven  system  for  siting  undesirar. 
waste  dumps  and  power  plants.  Plant  builders  have  or 
clumsy  ways  to  compensate  a  community  for  permitting 


Distance  from  ground  ze 


plant — hey,  we'll  pay  for  two  new  Little  League  fields  and  ad 
$250  million  to  your  property  tax  rolls — and  no  formula 
all  for  fairly  dividing  up  the  spoils. 

Here's  a  formula:  e  ,  where  e  is  that  number  from  mat 
class  and  d  is  the  distance  from  a  given  house  to  the  nastie 
part  of  the  power  plant.  If  someone  living  at  the  plar 
boundary  gets  a  compensation  check  equal  to  50%  of  his  a; 
sessed  valuation,  and  if  d  were  measured  in  kilometers,  the 
a  homeowner  another  750  yards  away  would  get  only  25°/ 
At  2.4  miles,  the  bribe  would  shrink  to  1%. 

The  vote  on  whether  to  let  the  plant  in  would  be  appoi 
tioned  in  the  same  way.  If  the  worst-hit  homeowners  get  5 
votes  each,  the  folks  2.4  miles  out  get  1  vote  each.  The  Sierr 
Club  would  get  no  vote. 

What  should  the  overall  level  of  compensation  be?  What 
ever  it  takes.  If  $100  million  doesn't  buy  51%  of  the  vote 
maybe  $1  billion  will  do  it,  and  let  electricity  be  priced  ac 
cordingly.  Given  any  compensation  pot,  the  formula  will  tel 
you  what  percentage  of  assessment  a  homeowner  gets.  Ther 
is  nothing  magical  about  kilometers,  by  the  way;  measure  i 
in  furlongs  and  the  nearest  neighbors  will  get  a  bigger  slice  o 
the  pie.  Whatever  the  apportionment  formula,  it  should  bi 
etched  into  state  law  long  before  any  plants  are  voted  on. 

There  will  be  some  birdwatchers  for  whom  no  amount  o 
compensation  is  enough.  They  should  cash  their  checks  anc 
move.  A  majority  "yes"  would  tell  us  that  the  stinking  plant  i: 
doing  more  good  than  harm.  PIMBY! 
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what  you   make  it. 


Just  insert  an  optional  module  and  your  Visor  turns  into  a  digital 

camera,  a  phone,  an  MP3  player  or  whatever  you  need  it  to  be.  What 

more  could  you  want  from  technology?  Visit  us  online  for  availability. 
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Soda  Story 

For  "Soda  Jerk"  (Feb.  5,  p.  110) 
FORBES  approached  me  in  pursuit  of 
a  story  about  the  popularity  of  exhila- 
rating beverages.  However,  with  a 
headline  like  "Soda  Jerk"  above  a  pro- 
file of  my  company,  Wet  Planet  Bever- 
ages, I  was  appalled. 

FORBES  failed  to  mention  that 
after  a  short  decline  in  sales — which 
happens  to  most  new  beverages  post- 
launch — Jolt  saw  a  steady  increase 
over  the  ten  years  that  followed.  It's 
now  sold  in  22  countries.  What's 
more,  when  the  soda  came  into  the 
market  most  beverages  sold  at  a  dis- 
count to  Coke  and  Pepsi.  Jolt  was  the 
first  to  prove  a  soda  could  sell  at  a  pre- 
mium. Wet  Planet  didn't  "knock  off' 
our  new  product,  DNA.  We  are  the  ex- 
clusive U.S.  licensee  of  a  brand  that  is 
sold  in  44  countries. 

Wet  Planet  helped  revolutionize  the 
industry  by  pioneering  a  distribution 
system  that  included  selling  product 
through  beer  distributors.  That  idea 
helped  quench  America's  thirst  for 
New  Age  drinks.  I  provided  FORBES 
with  success  stories  like  that  and  a  few 
failures.  However,  you  decided  to  dwell 
on  the  negative.  In  fact,  you  didn't  in- 
clude a  single  positive  statement. 

C.J.  RAPP 

Founder,  Wet  Planet  Beverages 
Rochester,  N.Y. 


Sun  Shines 

The  success  of  Sun  Microsys- 
tems ("Solar  Power,"  Jan  22, 
p.  82)  will  last  for  a  long  time. 
Chief  Executive  Scott  McNealy 
thinks  out  of  the  box  and  will 
achieve  a  positive  momentum 
for  his  company.  Naysayers 
may  think  Sun  will  fall,  but  it 
has  the  determination  to  suc- 
ceed and  move  ahead.  It  braced 
for  the  pain,  and  now  that  pain 
will  subside  and  the  "sun"  in 
Sun  Microsystems  will  once 
more  shine. 

PAUL  DALE  ROBERTS 
Elk  Grove,  Calif. 
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Hip-Hop  Hooray? 

"Rap  Sheet"  (Jan  22,  p.  156)  was  a  poor 
article  and  did  not  display  any  of  the 
true  properties  of  hip-hop.  Magazines 
never  seem  to  get  it  correct  nor  does 
most  of  white  America.  Rap  sells  be- 
cause it's  cool  to  act  black.  Just  like  the 
saying  "New  York  is  a  nice  place  to  visit, 
but  I  wouldn't  wanna  live  there,"  white 
America  says,  "Blacks  are  nice  to  mimic, 
but  I  wouldn't  wanna  be  them." 

ROBERT  HUNTLEY 
Queens,  N.  Y. 

FORBES  is  clearly  infected  by  the 
omnipresent  stupidity  that  now 
passes  for  music.  Rap  music  has  been 


powerful  insult  to  all  of  us  whe 
fought  in  the  original  Civil  Rights 
movement  of  the  1950s  and  1960s. 
How  many  young  black  kids  are  vi- 
sualizing a  lifestyle  of  cocaine,  guns, 
dumb  girls  and  flashy  clothes,  when 
the  path  to  success  in  America  con- 
sists of  avoiding  illegal  drugs,  not 
using  guns,  not  hanging  out  with 
dumb  women,  and  dressing  for  cor- 
porate advancement?  If  current 
black  leaders  had  any  courage 
(which  they  do  not),  they  would 
have  long  ago  decried  the  extent  to 
which  rap  music  has  rationalized  vi- 
olence and  misogyny. 

NATALIE  ANDERSON 
Arlington,  Va. 


24     FORBES"  February  19,  2001 


THEY  SAY 


BUSINESS  IS  WAR. 

7,500  MILES  WILL  HELP  YOU 

FIND  PEACE. 


It's  OK  to  retreat  once  in  a  while,  just  make  it 


on  your  own  terms.  What  better  incentive  is 


there  than  7,500  bonus  miles?'  Or  earning  one 


AAdvantage5  mile  for  every  dollar  your  business 


spends,2  knowing  these  miles  may  never  expire 


In  addition,  there  are  quarterly  and  annual  account 


summaries,  and  a  range  of  business-related  discounts 


Equipped  with  benefits  like  these,  you'll  find  the 


Citi*  Platinum  Select*  A'Advantage1"  Business 


card  to  be  a  powerfu 


4* 


sua       Vjiid  from  Itpu 
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www,  flexjet.  com 


AVAILABLE  TO  THE  MIDDLE 
OF  NOWHERE 


With  access  to  over  5,000  airports  and 
schedules  designed  around  your  specific 
business  needs,  fractional  owners  of 
Learjet®  and  Challenger®  business  jets 
can  operate  from  virtually  anywhere.  We 
offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So 
while  there  may  be  other  options  to 
Flexjet,  there  can  only  be  one  choice. 
Flexjet.  For  more  information  on  the 
many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level 
of  personal  service  and  attention  t 
detail,  call  1-800-FLEXJET. 


BOMBARDIER 

AEROSPACE 


Flexjet  is  a  Bombardier  Aerospace  program. 


I  wish  I  was  floating  on  a  pool  of  azure  blue  water.  I  wish  I  was  sipping  single-malt  Scotch  beside 
an  outdoor  fireplace.  I  wish  this  business  trip  could  last  forever.  For  reservations,  call  your  travel 

I       one  of 

agent  or  1-800-6-18-4097.  Or  visit  us  at  www.hotelbelair.com.  'Thtfjeadingl iotels oftheWorki 


The  Inappropriate  Question 

I'm  amused  by  Longleaf  Parti 
hypocrisy  ("Know  What  You're  i 
ing,"  Feb.  5,  p.  158).  Longleaf  said  i 
not  invest  in  one  company  "aft 
newspaper  reported  the  chief  ex 
tive's  arrest  for  soliciting  prostitutes 
Staley  Cates,  Longleaf  s  president, 
"If  the  guy's  a  bum,  it's  sure  to  hurt 
down  the  road."  Basing  an  investr 
upon  an  executive's  sexual  behavi< 
ludicrous.  The  article  said  that  Lonj 
Partners  visits  300  CEOs  each  ye 
wonder  if  Longleaf  will  ask  each  CEc 
important  question:  Whether  h 
now — or  has  ever  been  — a  user 
prostitute's  services.  That  would  rt 
take  security  analysis  to  a  new  level. 

DAVID  SCE 
Editor,  Schiff  s  Insurance  Obse 
New  York,  I 


Leaks,  Firings  and  Finger  Pointin 

Have  journalists  no  patience?  The  N 
Bush  Administration  is  still  "min 
box"  ("Silent  Songbirds,"  Feb. 
p.  34).  Once  it's  cracked  open,  the  le 
will  flow  like  a  torrent.  All  those  tig 
lipped  "anal  retentives"  David  Bro 
writes  about  are  about  to  get  a  big  s 
of  reality  upside  the  head.  There  will 
disillusionment,  disappointment,  anj 
hurt  feelings,  agendas  ignored.  Lea 
resignations,  firings  and  finger  point 
will  start  and  never  end.  It  has  noth 
to  do  with  which  party  you're  with,  yc 
ideological  bent  or  your  attitude  tow; 
the  media.  This  is  just  the  nature 
modern  politics  and  government.  Coi 
back  in  100  days  or  250  days — or  at  1 
very  latest,  365  days,  and  you'll  need  n 
gear  to  keep  dry. 

GARY  WARN 
Orange,  Ca 

Making  the  Dean's  List 

In  "Year  of  Correctness"  (Jan.  8,  p. 
we  incorrectly  wrote  that  Columb 
University's  Office  of  Sexual  Misco 
duct  Education  &  Prevention  had  i. 
power  to  expel  students.  Actually,  th 
decision  is  still  in  the  hands  of  a  dean 


□ 


Send  e-mail  to  readers@forbes.co 
Letters  will  be  edited.  Please  inclu 
address  and  phone  number. 


LOS  ANGELES 


CO 
CD 


With  hackers  posing  a  constant  threat  to  the  privacy  of  information,  network  security  is 
crucial  to  any  competitive  business.  That  is  why,  at  Ernst  &  Young,  we  provide  clients  with 
comprehensive  eSecurity  solutions,  including  a  mock  network  attack  that  lets  you  know  your 
weaknesses  before  a  hacker  does.  It  all  translates  to  peace  of  mind  for  you  and  your  customers. 
Because  the  last  thing  you  want  is  for  your  defenses  to  go  AWOL  when  you  need  them  most. 


noweconomy" 


ey.eom/esecurity 


=U  Ernst  &  Young 


From  thought  to  finish 


)00  Ernst  &  Young  hp 


CHANGE  WHAT  YOUR  SOFTWARE  IS  CAPABLE  OF  D 

Today's  business  needs  the  reliability  of  Microsoft*  Windows®  2000  Profes 
If  you  want  your  people  to  work  faster.  Work  mobile.  Work  smarter.  They  n 
PC  operating  system  that  works  all  the  time.  Windows  2000  Professional 
to  30%  faster  and,  based  upon  NSTL  test  results,  13  times  more  reliabl 
_^lirWinctowS2000  Windows  98*  So  at  a  time  when  any  competitive  edge  can  make  a  differe 
Professional      your  people  will  spend  far  less  time  calling  the  help  desk,  and  far  more 


•For  full  reports  and  test  results  see:  eTesting  Labs  (formerly  ZD  Labs)  test  results  November  1999  (http://cgi.zdnet.com/slink718431):  and  NSTL.  February  2000  (www.nstl.com/html/windows_2000_ra 
©  2000  Microsoft  Corporation.  All  rights  reserved.  Microsoft.  Windows,  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  otl) 
The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


OU  CHANGE  WHAT  YOUR  PEOPLE  ARE  CAPABLE  OF  DOING. 

;roductive.  Windows  2000  Professional  was  designed  specifically  for 
Hnternet-based  technology  and  gives  your  people  the  reliability,  speed, 
bility  required  to  do  their  jobs.  Microsoft  Windows  2000  Professional, 
less.  All  the  time.  For  information  on  upgrading  your  business,  talk 
IT  professional  or  visit  microsoft.com/windows2000/pro 
e  for  the  Agile  Business. 
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Big-time  cookie  crumbling: 
Robert  M.  Bass. 


How  to  Become  a  Millionaire 

►  The  pending  bankruptcy  of  Deerfield,  111. -based  Specialty 
Foods  Acquisition  Corp.  likely  will  wipe  out  the  entire  $275  mil- 
lion equity  investment  of  a  group  featuring  Texas  billionaire 
Robert  M.  Bass.  With  heavy  borrowings,  the  group,  put  to- 
gether by  dealmaker  Robert  Haas,  had  spent  $1.1  billion  creat- 
ing the  baked-goods-and-cheesemaker  through  acquisitions 
in  1993.  But  bad  management,  stiffer  competition  and  even  a 
cheese  plant  fire  gutted  the  firm,  which  near  the  end  had  an- 
nual revenues  of  $900  million.  Individual  units  have  been 
sold  off  to  settle  much  of  the  debt.  — Mary  Ellen  Egan 

Four  for  99  Cents 

►  In  mid- 1999  bargain  base- 
ment king  David  Gold,  whose 
controlling  stake  in  the  Los 
Angeles-based  99  Cents  Only 

chain  is  worth  $370  million, 
paid  $2.7  million — an  aver- 
age $  1 .88  a  share — for  a  hefty 
8.4%  of  midbrow  house- 
wares chain  Lechters  of  Harri- 
son, N.J.  Gold,  now  68,  had 
never  set  foot  in  a  Lechters 
store,  didn't  want  a  merger 
and  said  he  was  just  making 
a  personal  investment.  Oops! 
Shares  of  ailing  Lechters  have 
now  fallen  87%  to  a  recent  25 
cents.      — Victoria  Murphy 


Novel  View  of  Constitutional  Law 

►  Lewis  Phelps,  a  top  gun  at  high-profile  Los  Angeles  p.r.  f 
Sitrick  &  Co.,  took  the  Fifth  Amendment  354  times  when 
cently  deposed  in  a  civil  case  about  his  firm's  work  for  So 
west  Gas.  Its  brass  favored  Oneok  over  Southern  Union  in  a  bi 

1999  takeover  fight  that  went  nowhere  but  to  court.  Sc 
questions  dealt  with  whether  Phelps  had  made  anonym 
postings  backing  Oneok  on  Yahoo  Finance  Web  sites  with 
disclosing  his  ties — a  possible  violation  of  federal  law 
head  flack  Michael  Sitrick — who  didn't  take  the  Fifth — ins 
Phelps  hushed  up  mainly  because  he  needed  to  leave  i 
deal  with  a  sick  relative.  — WJ 

New  Name:  RunningOutOfTime 

►  Short-sellers  are  positively  drooling  about  BioTime,  a  Ber 
ley,  Calif,  firm  that  makes  blood  plasma  volume  booster  h 
tend.  BioTime  sports  a  $107  million  market  cap  despite  (] 
negative  $26  million  cumulative  operating  cash  flow  sii 
1990,  (2)  just  $2  million  remaining  in  the  bank,  and  (3) 
real  sales,  even  though  it  won  federal  drug  approval  in 
for  its  flagship  product.  A  marketing  deal  with  Abbott  Labc 
tories  hasn't  helped  much.  Yet  BioTime  shares  that  chan^ 
hands  privately  in  December  for  $3  were  trading  recently 
$9.50.  Just  wait,  the  company  insists.  — Tomas  Kelh 

Chrysler's  Newest  Model:  the  Wazoo 

►  DaimlerChrysler's  demand  for  5%  price  cuts  from  suppliers 
its  Chrysler  unit  hit  home  with  one  vendor — Robert  Lurz,  t 

swaggering  ex-Chrysler  vice  chairman  now  running  battt 
maker  Exide.  One  of  its  biggest  customers  is  Chrysler.  Lutz  cc 
fided  vividly  to  a  Detroit  audience  how  that  felt.  "Sort  of  li 
going  to  your  proctologist,"  he  said.  — Robyn  Mered 


Where  Credit  Is  Due 


Many  federal  government  units  in  Washington,  D.C.  have 
nonprofit  credit  unions  for  workers.  Delinquent  loan  rates 
vary  widely.  Among  better-known  agencies,  a  certain  board 
famous  for  urging  fiscal  prudence  has  the  highest.  —W.P.B. 


GOVERNMENT  UNIT 

ASSETS 
(SMIL) 

DELINQUENT 
LOANS' 

Defense  Department 

$3,510 

$3.00 

Federal  Reserve  Board 

18 

11.60 

Federal  Deposit  Insurance  Corp 

49 

1.20 

House  of  Representatives 

255 

5.40 

Senate 

196 

8.10 

State  Department 

451 

4.30 

Treasury  Department 

81 

5.70 

White  House 

37 

8.40 

1  Per  $  1 ,000  of  outstanding  loans. 
Source:  National  Credit  Union  Administration. 


Hitting  close  to  home: 
the  Fed's  Alan  Greenspan. 
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Want  to  make  your  business  more  productive?  Make  it  more  portable. 


access 
impany  network 

send  report 

■hedule  meeting 

read  corporate 
e-mail 


The  Sprint  PCS  Wireless  Websu  for  business  gives  your  employees  a  fast,  secure  connection 
to  your  company's  network,  even  when  they're  out  of  the  office.  With  their  wireless  Internet- 
ready  Sprint  PCS  Phone|M  they  can  submit  reports,  place  orders,  send  and  receive  e-mail, 
even  access  Microsoft  Exchange  and  Siebel  eBusiness  Applications  -  all  in  real  time. 
Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide 
network  serving  more  than  300  major  metropolitan  areas  and  all  major  airports. 

To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 


^Sprint 


The  Sprint  PCS  Clear  Wireless  Workplace.  Because  business  can't  wait." 


Sprint  PCS 


jnnt  PCS  Wireless  Web  Browser  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be 
piately  available  in  select  affiliate  markets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure.  ©2000  Sprint 
urn  L.P.  All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web,  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP 


FOLLOW-THHUUliH 


EDITED  BY  SUSAN  ADAH 


JANUARY  10, 2000 

Big  Brown 


THE  TRANSITION  AT  UNITED  PARCEL  SERVICE  THAT  WE  CHARTED  IN  A  COVER  d 
story  a  year  ago  was  just  the  beginning  for  the  newly  public  Atlanta-based  car-1 
rier.  In  December  the  company  formed  an  alliance  with  Ebay  to  create  a  UPS 
shipping  center  on  the  online  auctioneer's  Web  site.  In  January  UPS  ordered  60 
Airbus  planes  and  won  rights  to  begin  air  cargo  flights  to  China.  And  its  service 
logistics  group  has  signed  over  $1  billion  in  contracts  with  companies  like  IBM  to 
repair  hobbled  computers  and  ship  them  back  within  24  hours. 

All  the  activity  is  hitting  the  bottom  line.  For  the  first  nine  months  of  2000] 
earnings,  excluding  nonrecurring  charges,  rose  24%  to  $2.1  billion  on  revenue  that 
increased  12%  to  $22  billion.  UPS  stock,  while  down  from  a  52- week  high  of  $67 
last  April,  is  above  its  $50  initial  public  offering  price,  trading  at  a  recent  $60. 

— Kelly  Barron 


JULY  3,  2000 

Heads  Up 

FORBES  READERS  GOT  TIPPED  EARLY  ON 
to  two  recendy  announced  acquisitions. 
In  July  we  wrote  that  radio  mogul  Larry 
R.  Wilson  was  in  discussions  to  sell  his 
Citadel  Communications  Corp.,  a  na- 


tionwide network  of  211  stations.  In 
January  Forstmann  Little  bought 
Citadel  for  $2  billion.  Our  Jan.  8,  2001 
special  report  on  America's  400  best  big 
companies  flagged  Ralston  Purina  as 
ripe  for  the  picking.  Sure  enough,  later 
that  month,  Nestle  said  it  would  buy 
Ralston  for  $  1 0.3  billion.  —S.A. 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/ JANUARY  22.  1921 

Sounds  Familiar  Since  more  business  is  to  be  injected  into  government,  President-elect 
Harding  is  being  urged  to  select  as  America's  representatives  in  foreign  posts  men  who  have  won  distinction 
by  their  ability  to  grapple  successfully  with  economic  and  industrial  problems.  The  State  Department  frankly 
admits  that  the  most  vital  matters  confronting  America  in  other  parts  of  the  world  have  to  do  with  trade  and 
industry  rather  than  politics.  Will  the  new  President  act  accordingly? 

60  YEARS  AGO  IN  FORBES/JANUARY  IS,  1941 

More  Bangs  for  Your  Book  The  popularity  of  compact,  easy-to-handle  prod- 
ucts has  opened  a  wide  market  for  pocket-size,  low-cost  reprints  of  bestseller  books.  According  to  Pocket 
Books.  Inc.,  big  publisher  of  these  reprints,  sales  have  zoomed  to  5  million  copies  in  two  years.  And  sales  are 

still  booming. 

20  YEARS  AGO  IN  FORBES/DECEMBER  7,  1981 


The  Gripes  of  Broth 


Campbell  Soup  is  lag- 


ging both  in  growth  and  unprovability.  Its  return  on  equity  is  a 
yawn-inducing  13%,  versus  a  norm  for  the  food  industry  of  16%. 
The  stock  has  gone  nowhere  in  a  decade.  Campbell  clearly  needs 
a  breath  of  fresh  air.  Hence  the  summons  of  new  Chief  Executive 
Gordon  McGovern,  a  marketing  man  from  the  company's  bakery 
division.  But  can  McGovern  instill  anew  the  entrepreneurial  spirit 
in  a  company  that  lost  it  decades  ago.  a  company  that  has  become 
cost-conscious  to  the  exclusion  of  nearly  everything  else? 
McGovern  says  yes.  How  soon?  Here  he  hedges:  "An  elephant 
doesn't  get  to  be  a  gaze'le  in  30  seconds." 

Campbell  Soup  named  a  new  chief,  Nabisco  veteran  Douglas  Conant  in  January. 


NOVEMBER  27,  2000 

No  More  Shelter 

IN  JANUARY  THE  OUTGOING  CLINTO) 
Treasury  Department  attacked  a  corpo 
rate  tax  shelter  we  exposed  thre 
months  ago.  We  explained  how  tn 
Phipps  family,  which  controls  an  est 
mated  $7  billion  fortune,  used  a  tax-ej 
empt  Indian  tribe  as  an  intermediary  t 
duck  corporate-level  taxes  on  $161. 
million  in  capital  gains.  Under  the  Trea 
sury's  new  orders,  this  ploy  must  b) 
disclosed  on  tax  returns.  Treasury  sail 
it  would  penalize  promoters  and  usei 
of  the  widely  marketed  scheme. 

— Janet  Novae 

AUGUST  21,  2000 

Busted  Again 

THINGS  HAVE  NOT  GONE  WELL  FOl 
lawyer  Ilan  Reich  since  our  story  sij 
months  ago.  Convicted  of  inside 
trading  in  1986,  Reich  was  trying  U 
rebuild  his  name  as  an  executive 
at  breast-implant  maker  Inamed.  Bu 
in  January  Reich  left  the  Santa  Bar 
bara,  Calif,  company,  after  months  o 
poor  earnings  and  stock  performance 
Reich  says  he's  now  looking  for  \ 
"senior  executive  post." 

— RiShawn  Biddli 
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"Financial  security  doesn't 
have  to  be  a  fairy  tale." 


Sarah  Ferguson 
Schwab  Investor 


It's  about  knowing.  And  planning. 
And  making  smart  decisions. 

Introducing  the  Charles  Schwab  Stock  Explorer: 

It's  an  approach  that  helps  you  carefully  screen  stocks. 
For  potential  investment  ideas.  Online  or  off. 
The  featured  strategies  can  be  used 

as  a  starting  point  to  select  stocks. 
So  you  can  explore  the  potential  of  your  portfolio. 
And  start  planning  for  your  own  happily  ever  after. 

To  sample  the  new  Stock  Explorer,  visit  schwab.com 
and  click  on  'welcome'  or  call  1-800-739-5544. 


call 

1-800-739-5544 


click 

www.schwab.com 


visit 

384  locations  nationwide 
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Charles  Schwab 

creating  a  world  of  smarter  investors"" 


ON   YOUR  MIND 

Forsaken  Namesake 

What  happens  when  you  lose  control 
of  the  company  bearing  your  name? 

JOHN  DESSAUER 

FORMER  PRINCIPAL,  DESSAUER  &  MCINTYRE 
(MONEY  MANAGEMENT;  SUING  FORMER  PARTNER  TO 
GET  HIS  NAME  REMOVED  FROM  COMPANY  NAME) 

It  is  my  name.  I  have  no  control  over  what  he  does  with  my 
name,  and  that  is  annoying  to  me.  The  Dessauer  name  did 
not  mean  much  in  1980  when  I  first  started  my  newsletter, 
but  since  then  I  have  built  up  quite  a  nice  reputation.  In  the 
money  management  business  you  would  use  your  name  and 
get  all  the  kudos  that  come  with  your  success.  I  don't  under- 
stand why  they  would  not  want  to  use  their  own  name  and 
have  all  their  accomplishments  be  associated  with  that. 

THOMAS  MCINTYRE 

PRESIDENT,  DESSAUER  &  MCINTYRE  (ALSO  SUING) 

We  are  talking  about  brand  value.  I  came  here  1 1  years  ago,  and 
the  firm  has  grown  from  $20  million  to  S550  million  under 
management.  I  have  also  created  value  for  that  brand  name.  It 
belongs  to  the  company's  assets,  and  it  is  difficult  to  replace. 
The  name  takes  on  an  identity  unto  itself,  regardless  of  the  fact 
that  it  is  your  name.  He  has  a  very  remote  chance  of  winning. 

MICHAEL  UPPER 

FOUNDER,  LIPPER  INC. 

(AS  OF  LAST  MONTH  HAS  NO  TIES  TO  HIS  COMPANY; 
SOLD  TO  REUTERS  TWO  YEARS  AGO) 

I  gave  the  company  the  family  name  because  there  have  been 
four  Upper  brokerage  firms  in  my  family:  my  grandfather's, 
my  father's,  my  brother's  and  mine.  The  Lipper  name  was 
well  recognized  and  trusted.  I  would  have  liked  to  pass  the 
publishing  business  on  to  my  children.  But  there  are  children 
who  want  it  and  those  who  don't.  And  a  forced  unity  will 
eventually  break.  A  family  member  might  not  necessarily 
have  been  better  for  the  company  than  Reuters. 

WALLY  AMOS 

FOUNDER,  FAMOUS  AMOS  COOKIE  CO. 

My  picture  and  my  name  were  on  the  packaging.  When  I  lost 
control  of  the  company  in  1989  I  was  no  longer  Famous 
Amos.  I  started  to  question  who  I  was.  I  realized  that  I  was  a 
spirit,  a  cluld  o:  God,  not  the  cookie.  And  if  God  can  give  me  a 
good  idea  with  Famous  Amos,  then  he  will  give  me  one  more 
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JOHN  PETERMAN 

FOUNDER,  I  PETERMAN  CO. 

I  am  in  negotiations  to  buy  back  the  J  Peterman  name. 
After  Paul  Harris  Stores  bought  it  in  1999  they  got  rid 
of  all  my  inventory  and  put  the  J  Peterman  name  on 
sweatsuits  and  other  tacky  stuff.  It  was  not  the  right 
thing  to  do  with  the  high-end  brand,  and  they  filed  for 
bankruptcy  protection. 

The  name  of  the  company  had  to  be  based  on  a 
real  person  because  we  stressed  an  authentic,  unique 
product.  It  has  made  me  a  celebrity.  I  am  a  brand  name 
now — representing  something  wonderful,  romantic 
and  unique.  I  feel  a  sense  of  responsibility  to  continue 
that  image. 


idea.  This  helped  me  separate  myself  from  the  company. 

The  venture  capital  firms  that  bought  my  company  didn' 
want  me  around.  They  did  not  maintain  the  quality  stan 
dards  of  the  products,  and  they  did  not  continue  the  tradr 
tion  that  I  started  of  giving  back  to  the  community.  In  1998 
Keebler  bought  the  company,  and  together  we  worked  out  ar 
agreement  for  me  to  return.  I  have  come  full  circle. 

JOHN  MCAFEE 

FOUNDER,  MCAFEE  ASSOCIATES 

I  named  the  company  McAfee  because  I  was  getting  ready  tc 
fill  out  the  bank  application  and  this  was  the  safest  thing  thai 
came  to  mind.  We  went  public  in  1992,  and  over  the  years  I 
have  finally  gotten  out  of  the  company.  It  makes  no  differ- 
ence to  me  if  the  product  still  carries  my  name  or  if  it's 
dragged  through  the  mud.  I  worry  about  the  conflicts  of 
marriage  and  children,  and  getting  along  with  my  neighbor, 
whose  cows  keep  coming  onto  my  property.  That  is  what  I 
think  about.  — Joseph  ine  Lee 


hotels 


business  tools 


somewhere  you  never  imagined  possible  with  our  Specialty  Lodging.  Everything  from  the 
I  Beach  Resort  in  Bora  Bora  (shown  above)  to  your  own  private  villa  in  Tuscany.  Plus  get  all  the 
r  travel  solutions  you  need  so  you  don't  just  book  a  trip,  you  book  the  right  trip.  Easy  and  secure 
sactions,  all  at  the  right  price.  Backed  by  our  24-hour  customer  support. 


Expedia.com' 

Don't  just  travel.  Travel  Right™ 


an  also  find  us  under  Travel  on  msiV 

xpedio,  Int.  All  rights  reserved.  Expedio,  Expedia.tom.  the  Expedio  logo  ond  "Don't  just  travel.  Travel  Right/ore  etther  registered  trademarks  or  trodemorks  of  fipedio,  Int.,  in  the  U.S.  end  Conodo.  Microsoft,  MSN  and  the  MSN  logo  ore  either  registered  trodemorks  or  frademorks  ol  Mitrosoft  corporation  in  the  U.S.  ond/or  other  countries. 
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United  Mileage  Plus  members  can  now  have  actual  flight  miles  earnt 
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The  brain  is  connected 

to  the  backbone. 


experienced  and  innovative  engineers,  strategic  consultants 
and  support  personnel  to  help  you  put  it  to  work.  AT&T  Business 
Because  even  the  strongest  backbone  can't  stand  alone. 


AT&T  Business 


Innovative  Networks.  Innovative  Thinking: 


Put  our  b ra irgHroackbone  at 


ACT  AND  COMMENT 


iy  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding' 


BUSH'S  TAX  CUT 

With  Greenspan  wisely  blessing  the  idea,  most  of  it  will  pass  with  some  extra  goodies  added, 
including  the  most  important  of  all — a  reduction  in  the  capital  gains  levy.  The  Internet  tax 
moratorium  will  also  be  extended,  and  the  3%  federal  telephone  excise  tax  will  evaporate. 

NOT  CHANGING  HIS  STRIPES 


L  CASTRO'S  CUBA  LAST  MONTH  ARRESTED  TWO  PROMI- 
Czechs.  One  is  a  former  finance  and  education  minister 
is  currently  a  member  of  the  Czech  Parliament;  the  other  is 
mer  parliamentarian  who  was  a  student  leader  in  the  1989 
;t  Revolution  that  overthrew  communism  in  the  former 
hoslovakia.  The  arrests  have  raised  a  ruckus  in  Europe,  but 
)rominent  foreigners  have  also  been  jailed  in  Cuba  recently, 
r  crime:  meeting  and  giving  heart  to  Cuban  dissidents. 
Tiese  incidents  underscore  how  vain  is  the  hope  that 
ro  will  mellow  and  ease  his  tyranny.  Being  no  fool,  the 
dstained,  bearded  dictator  wants  foreign  capital.  But  if 


push  comes  to  shove,  he  will  choose  absolute  political  control 
over  any  kind  of  economic  progress. 

That's  why  die  U.S.  should  not  scrap  the  embargo  on  Cuba, 
something  the  Clinton  White  House  wanted  to  do — and  would 
have  done,  had  Al  Gore  not  been  competing  in  Florida.  Many 
people  don't  understand  what  investing  in  Cuba  means:  Your 
money  goes  through  the  Cuban  government.  Castro's  bureau- 
cracy tells  people  whom  they  can  hire.  The  government  keeps 
your  money,  and  Cuban  workers  get  paid  in  worthless  pesos. 

All  the  wishful  thinking  in  the  world  can't  gainsay  Cas- 
tro's true  character. 


SOVIET-STYLE  DEREGULATION 


GOVERNMENT  ADVOCATES  ARE  POINTING  TO  CALIFORNIA'S 
ricity  debacle  as  an  example  of  how  free  markets  sometimes 
>  up,  big  time.  What  the  politicos  and  the  electric  companies 
n  California  was  anything  but  genuine  free  enterprise:  utili- 
laving  to  buy  electricity  wholesale  at  unregulated  prices,  but 
g  capped  on  the  amount  they  can  charge  customers;  being 
;d  to  shed  their  electricity  generating  plants,  while  having  to 
their  juice  from  a  state-run  central  exchange  at  spot  prices 
not  being  permitted  to  contract  for  future  deliveries  at  a 
I  price.  California  (and  the  federal  government)  also  pushed 
lse  of  natural  gas,  ignoring  the  fact  that,  because  everyone 
assumed  natural  gas  would  remain  in  a  glut,  the  state  and 
r  political  entities  had  been  doing  everything  possible  to 
k  drilling,  exploration  and  transportation  for  new  supplies, 
vfot  surprisingly,  because  of  regulations  and  the  authori- 
bureaucratic  foot-dragging,  the  Golden  State's  utilities 
:n't  built  a  major  new  generating  plant  in  more  than  a 
ide.  Compounding  that  felony  is  the  fact  that  the  capac- 
f  power  lines  has  not  been  expanded  either. 
/Vhat's  to  be  done?  The  states  and  the  feds  should  properly 


deregulate  this  vital  industry,  primarily  by  removing  territorial 
monopolies.  In  other  words,  no  utility  would  have  an  exclusive 
territory  for  supplying  electricity.  If  a  factory  had  its  own  gen- 
erating plant,  it  would  be  allowed  to  sell  any  excess  juice  to 
whomever  it  wished.  If  it  wanted  to  run  a  line  across  the  street 
to  provide  electricity  for  a  residential  development  or  its  own 
office  building,  it  would  have  the  freedom  to  do  so.  New,  more 
sophisticated  generating  and  transmitting  technology  is  com- 
ing on  the  market.  Removing  restrictions  will  allow  entrepre- 
neurs to  exploit  these  breakthroughs  quickly  and  innovatively. 

If  a  utility  wishes  to  own  its  own  power  plants,  it  should  be 
free  to  do  so.  Why  arbitrarily  bar  vertical  integration?  Let  the 
market  decide.  As  for  price  controls,  phase  them  out — fast.  If 
there  were  a  price  spike,  we'd  immediately  see  more  sensible 
use  of  a  temporarily  scarce  commodity.  State  and  local  gov- 
ernments have  plenty  of  programs  to  help  the  truly  poor  meet 
their  basic  needs.  Politicos,  of  course,  don't  want  flexible 
prices  for  a  very  simple  reason — consumers  would  quickly 
oppose  antienergy,  antielectricity  regulations  and  rules  if  they 
thought  those  might  boost  their  monthly  utility  bills. 


THEY  NEVER  LEARN 

ATE  JUDGE  RECENTLY  RULED  THAT  NEW  YORK'S  EDUCA-    public  schools  are  indeed  abysmal,  but  the  answer  is  not  a  court- 
funding  arrangements  are  unconstitutional  because  they  al-     mandated  version  of  throw-more-money-at-the-problems. 
Ily  shortchange  New  York  City.  The  majority  of  the  city's         The  Big  Apple  spends  about  $9,700  per  pupil,  more  than 
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16%  above  the  national  average.  How  New  York  manages  its 
system,  not  inadequate  funding,  is  the  core  problem.  Hous- 
ton, for  example,  spends  about  $6,000  per  pupil;  test  scores 
are  improving  and  violence  is  declining.  No  wonder  Presi- 
dent Bush  appointed  Houston's  Schools  Superintendent 
Roderick  Paige  to  be  his  new  Education  Secretary. 

Iowa  and  Minnesota  spend  barely  two-thirds  of  the 
amount  the  Big  Apple  does  per  pupil,  yet  their  students'  test 
scores  are  traditionally  among  the  top  10%  in  the  country. 
Not  content  to  sit  on  its  laurels,  Minnesota  several  years  ago 
instituted  an  innovative  school-choice  program  offering  par- 
ents a  mix  of  tax  credits  and  deductions  to  help  them  send 
their  kids  to  the  schools  of  their  choice.  Thus  government-run 
schools  face  growing  competition  from  independent  and 
parochial  schools,  keeping  them  on  their  toes.  In  an  expand- 
ing, successful  school-choice  program,  Milwaukee  has 
demonstrated  that  accountability  is  the  key  to  excellence;  these 
schools,  public  and  private,  are  enacting  meaningful  reforms. 

Why  didn't  that  meddling,  money-can-cure-anything  New 


York  judge  look  at  real-life  experiences?  As  in  numerous  otl 
states,  New  Jersey's  top  judges  have  routinely  butted  in 
school  funding  formulas,  never  finding  them  "fair"  and  fo 
ing  more  oudays.  As  a  result  the  Garden  State's  expenditu 
per  pupil  are  the  highest  in  the  country.  But  the  students'  ovi 
all  performance  still  ranks  only  25th  among  the  states. 

Fifteen  years  ago  a  federal  judge  effectively  seized  conti 
of  the  Kansas  City,  Mo.  school  system.  He  decreed  a  ne 
doubling  of  property  tax  rates.  Per-pupil  spending  skyroc 
eted.  Result:  Student  performance  remains  miserable,  ai 
schools  are  even  less  integrated  than  before. 

One  thing  President  Bush  should  do  is  push  a  bill  that  v. 
passed  by  Congress  in  1 998  but  vetoed  by  then-President  Cli 
ton.  The  measure  would  give  vouchers  of  up  to  S3,200  a  ye 
to  2,000  Washington,  D.C.  parents  to  help  pay  tuition  for  th< 
kids  at  schools  of  the  parents'  choice.  Such  a  program  in  tl 
nation's  capital,  where  schools  are  visibly  failing,  would  be 
shining  example  of  what  accountability  and  choice  can  achie 
and  would  be  prompdy  imitated  in  the  rest  of  the  nation. 


EPHEMERAL  WEALTH 


Millionaire — by  Janet  Gleeson  (Simon  &  Schuster,  $24).  Extra- 
ordinary, true  story  of  a  fugitive  Scotsman,  John  Law,  wanted 
in  England  for  killing  a  man  in  a  duel  in  1694.  Law  ends  up  in 
France,  where  he  quickly,  briefly  becomes  the  most  powerful 
man  in  Europe's  most  powerful  country,  thanks  to 
an  elaborate  inflationary  scheme.  Like  most  states, 
France  was  perpetually  short  of  cash.  Instead  of  hav- 
ing gold  and  silver  be  the  coins  of  the  realm,  Law 
reasoned,  why  not  print  money?  Law  naively 
thought  political  authorities  would  soberly  control 
the  printing  presses.  (England  knew  better;  it  was 
moving  to  a  gold  standard.)  Law  was  soon  dis- 
abused of  that  notion,  but  instead  of  walking  away, 
he  devised  grander,  ever  more  desperate  stopgaps  to 


keep  the  game  going.  Britain,  too,  was  going  through  a  bubbl 
but  its  developing  financial  institutions,  primarily  the  Bank 
England,  enabled  London  to  better  weather  the  resultai 
storm.  Subsequendy,  the  Brits,  with  a  sound  currency  and  tf 
rule  of  law,  were  able  to  raise  vast  sums  of  mone 
at  reasonable  rates  to  finance  a  war  effort  th; 
bested  the  French  in  North  America,  despi 
France's  having  four  times  Britain's  population. 

Even  though  Law's  inflation  effec 
tively  wiped  out  two-thirds  of  the  Frenc 
monarchy's  debt,  France's  lack  of  a  Britis 
like  financing  system  soon  saw  the  regim 
again  sink  into  the  quagmire  of  excessive  deb 
and  taxation. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  Union  Square  Cafe-21  East  16th  St.  (Tel.:  243-4020).  Con- 
tinues to  solidly  merit  its  Three  Stars.  The  Bibb  lettuce  and 
radicchio  salad  with  shredded  Gruyere  vinaigrette  is  a  re- 
freshing first  course;  the  porcini  gnocchi  and  the  frittata  are 
fabulous;  and  the  apple  bread  pudding  and  the  pear  Welling- 
ton leave  one  feeling  very  happy  indeed. 

•  Turituaz-2637  Broadway,  at  100th  St.  (Tel.:  665-9541).  The 
setting  takes  shabby  exotic  to  new  heights.  The  food  is  con- 
sistendy  disappointing,  and  the  stench  emanating  from  some 
of  the  waiters  and  permeating  the  whole  establishment  is  re- 
pulsive. Interestingly  enough,  this  cavernous  place  is 
crowded.  Nothing  wrong  with  the  belly  dancer;  she  gyrates. 

•  Casa  di  Pre-283  West  12th  St.  (Tel.:  243-7073).  Friendly 
neighborhood  Village  Italian,  with  straightforward  food  and 


helpful  service.  Try  the  prosciutto,  provolone  and  salami  salac 
the  veal  marsala  and,  if  you  like  garlic,  the  tre  colore  pasta. 

•  Shelly's  New  York- 104  West  57th  St.,  between  Sixth  Ave 
and  Seventh  Ave.  (Tel.:  245-2422).  Large  and  airy,  with  per 
feet  lighting  and  acoustics.  Shelly's  offers  wonderful  steaks 
lobster,  prime  rib,  shrimp  and  a  fabulous  raw  bar.  You  car 
also  get  delicious  pizza  or  an  open-faced  hamburger  witf 
seared  foie  gras  served  on  a  brioche. 

•  One  C.P5.-Plaza  Hotel,  1  Central  Park  South,  at  Fifth  Ave 
(Tel.:  583- 1111).  The  Edwardian  Room  has  been  stylishly  trans- 
formed into  a  contemporary  and  macho  meat-fish-and-pota- 
toes  restaurant.  The  food  is  very  good — the  dressed- up  basics 
onion  soup,  shrimp  cocktail,  pan-roasted  beef  and  rack  of  lamb 
with  shepherd's  pie.  Desserts  are  in  the  same  tradition.  F 
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Hurdles  on  the  road  to  your 
financial  success? 


Jump  start  your  retirement 
plan  today  with  tiaa-cref. 

The  high  fees  and  expenses  charged  by  investment  companies  can 
seriously  erode  performance  results.  The  TIAA-CREF  pension  accounts 
have  some  of  the  lowest  expense  charges  in  the  financial  services 
industry,  one  of  the  reasons  why  Momingstar  says  that  "TIAA-CREF 
sets  the  standard  in  the  financial  services  industry."* 

TIAA-CREF  has  been  the  retirement  system  of  choice  for  millions  of 
educators  and  researchers  for  over  80  years.  The  TIAA-CREF  group  of 
companies  has  a  proven  history  of  helping  people  plan  for  tomorrow. 
Today,  our  mutual  funds,  IRAs,  personal  retirement  annuities^  trust 
services  and  tuition  plans  are  available  to  everyone. 

Call  800  226-0147  for  more  infonnation  about  TIAA-CREF's  products 
and  services,  including  charges  and  expenses,  or  for  mutual  fund  and 
personal  annuity  prospectuses.  Please  read  them  carefully  before  you 
invest  or  send  money. 


Ensuring  the  future 
for  those  who  shape  it." 


DREMENT 

INSURANCE 

MUTUAL  FUNDS 

TRUST  SERVICES 

TUITION  FINANCING 

mance  is  not  a  guarantee  of  future  results.  TAvailability  subject  to  state  approval  |  'Source:  Morningstar,  June  2000,  referring  to  the  TIAA-CREF 

counts'  consumer  education,  service  and  low  fees. !  TIAA-CREF  Individual  and  Institutional  Services,  Inc.  distributes  CREF  and  TIAA  Real  Estate  8  0  0  2  2  6-0  1  4  7 
inuities.  •  Teachers  Personal  Investor  Services,  Inc.  distributes  the  Personal  Annuities  variable  annuities,  Mutual  Funds,  and  Tuition  Savings 

:s.  •  TIAA  and  TIAA-CREF  Life  Insurance  Co  issue  insurance  and  annuities  •  TIAA-CREF  Trust  Company,  FSB  provides  Trust  Services  WWW.li3a-tref.org 

AA-CREF  and  TIAA-CREF  Life  Insurance  Companies,  NY,  NY  •  Investment  products  are  not  FDIC  insured,  may  lose  value  and  are  not 

ranteed. 


CREF  proudly  sponsors 


A  new  and  informative  newsmagazine  about  money  every  week  on  PBS 

[check  local  listings  for  airtimes] 


about  to  grow  up. 


With  new  technologies  from  ABB, 


fields  of  windmills  in  remote  locations 


will  produce  renewable  electricity 


>mpetitive  prices.  It's  just  one  of 


the  ways  we  are  turning  the  promise 


of  alternative  energy  into  a  reality. 


At  ABB,  we  build  knowledge  for 


www.abb.com 


Brain  Power 


JL  II II 


OTHER  COMMENTS 


I  find  the  great  thing  in  this  world  is  not  so  much  where  we  stand,  as  in  what 
direction  we  are  moving:  To  reach  the  port  of  heaven,  we  must  sail  sometimes  with 
the  wind  and  sometimes  against  it— but  we  must  sail,  and  not  drift,  nor  lie  at  anchor. 

—OLIVER  WENDELL  HOLMES 


Hear!  Hear!  While  Democrats  on  the  Senate  Judiciary 
Committee  did  their  best  this  week  to  delay  the  approval  of 
John  Ashcroft  as  Attorney  General,  Senate  Majority  Leader 
Trent  Lott  did  the  nation  a  service  by  cutting  through  the 
over-the-top  politically  correct  rhetoric:  "If  there  is  a 
cesspool  anywhere  in  this  city,  it  is  the  Justice  Department. 
And  I'd  like  for  John  to  try  and  clean  it  up  and  enforce  the 
laws  that  really  do  need  to  be  enforced." 

What  Democrats  fear  most  about  John  Ashcroft  is  not  that 
he  won't  uphold  the  laws  of  the  land,  but  that  he'll  be  a  for- 
midable opponent  to  those  who  have  sought  to  impede  and 
obstruct  justice  for  the  past  eight  years.  Cleaning  up  Justice 
may  turn  out  to  be  a  dirty  and  difficult  job.  On  the  evidence 
so  far,  Mr.  Ashcroft  has  the  fortitude  to  get  the  job  done. 

—  Wall  Street  Journal  editorial 

In  the  Dark  What  kind  of  "deregulation"  imposes  rigid 
government  dictates  on  how  industries  should  organize 
themselves;  keeps  fixed  prices  on  retail  providers;  requires  re- 
tailers to  buy  power  through  a  state- run  central  exchange; 
and  forbids  retailers  from  buying  electricity  more  than  one 
day  ahead?  Real  deregulation  [of  electricity  in  California] 
would  have  meant  turning  the  old  power  companies  loose  to 
build  what  they  want,  charge  what  they  want,  and  run  the 
grid  as  they  wished  while  simultaneously  decriminalizing 
competition  and  removing  barriers  to  market  entry.  State 
regulators,  however,  went  in  the  opposite  direction. 

The  California  power  crisis  is  not  an  example  of  what 


"Taking  into  account  twenty-five  years  of  inflation, 
I'd  say  yes,  my  love  for  you  has  grown." 


happens  when  businessmen  are  running  important  indus- 
tries. It's  a  story  of  what  happens  when  politicians  try  to 
manage  competition  and  impose  their  vision  of  a  market. 

—JERRY  TAYLOR  and  PETER  VANDOREN, 
Cato  Institute,  Houston  Chronicle 

Unsatisfactory  New  Jersey  did  a  pitiful  job  administer- 
ing Newark  school  finances  in  the  years  following  the  state's 
1995  system  takeover.  Obscene  amounts  of  money  flowed 
through  the  district  without  effective  controls:  [An  independ- 
ent audit  found  that]  invoices  or  other  supporting  documents 
weren't  properly  maintained  for  at  least  $25  million  in  trans- 
actions. Investigators  found  that  $4.5  million  in  checks  had  not 
been  recorded  in  district  ledgers.  Auditors  couldn't  determine 
whether  duplicate  payments  had  been  made  for  some  bills. 

The  state  took  over  the  Newark  schools  in  part  because  of 
questions  about  finances.  The  takeover  was  controversial  and 
emotionally  charged.  Many  Newark  residents  saw  it  as  an  act  of 
arrogant  paternalism  by  Trenton  officials.  To  then  have  the  state 
itself  preside  over  what  might  charitably  be  termed  a  fiscal  mess 
didn't  just  reinforce  mistrust.  It  was  a  disservice  to  those  who 
needed  the  state's  help  the  most — Newark's  schoolchildren. 

— Star-Ledger  (Newark,  N.J.) 

Ahead  of  His  Ti  me  Today,  if  John  Law  or  his  critics 
could  witness  commerce  conducted  in  any  mall  with  credit 
cards,  banknotes,  and  checks — not  a  gold  or  silver  coin  in 
sight — they  would  see,  incontrovertibly,  his  vision  achieved, 
but  recognize  also  the  same  inherent  weakness.  The  survival 
of  any  credit-based  financial  system  still  hinges  on  public 
confidence  in  a  way  that  one  based  on  gold  does  not.  Spec- 
tacular financial  breakdowns  have  peppered  history  ever 
since  the  advent  of  paper  credit. 

— JANET  GLEESON,  Millionaire 

Character  Counts  Texas!  Is  there  another  state  whose 
hold  on  the  popular  imagination  justifies  an  exclamation  mark? 
California,  perhaps,  in  Hollywood's  prime,  or  Alaska  in  the 
Gold  Rush  days.  But  the  very  thought  of  Delaware!  or  Arkansas! 
or  Minnesota!  reminds  us  that  states,  like  nations,  develop 
characters  of  their  own,  and  the  character  of  Texas  is  nothing 
if  not  emphatic.  On  this,  those  who  love  it  and  those  who  do 
not  can  readily  agree:  Texas  is  a  place  of  mythic  proportions. 

—GRIFFIN  SMITH  JR, 
The  Great  State  of  Texas  F 


44     FORBES"  February  19,  2001 


[    THE    MECHANICS    OF    WEALTH  J 


DERIVIUM 
CAPITAL 


Stock  Loan." 

Reach  a  higher 
©  level  of  finan- 
%  cial  control  by 
0  hedging  and 
the  power  0  monetizing 
£  your  stock  portfolio.  With 
J  our  90%  Stock  Loan,SM  you 

—  can  minimize  downside  risk 

0 

>  while  you  maintain  your 
the  next  —  upside  potential.  What's 
5  more,  you  can  generate  substantial 
jjj  liquidity  without  triggering  taxes  and 
0  pursue  diversification  opportunities. 
To  take  the  next  step,  visit  Derivium.com 
Take  your  £  or  give  us  a  call  at  1-888-DERIVIUM. 


1    888  DERIVIUM 


WWW.DERIVIUM.COM 


CLIENT  SERVICES  OFFICE  TEL  41 5  9 83  9 500   FAX  41  5  983  9510 
THE  90%  STOCK  LOAN  IS  A  PROPRIETARY  PROGRAM  AND  A  SERVICE  MARK  OF  DERIVIUM  CAPITAL. 
S100.000  MINIMUM  PORTFOLIO  VALUE  REQUIRED  TO  QUALIFY.  ©2001  DERIVIUM  CAPITAL.  LLC. 


THE  MYTHICAL  FIVE  NINES.  99.999%.  AS  CLOSE  TO  PEF 


Windows  2000 

Server  Family 


For  a  server  operating  system,  the  five  nines  are  a  measure  of  reliability  that  translates 
over  five  minutes  of  server  downtime  per  year*  For  your  business,  that  means  servers 
and  running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  usuc 
under  ideal  lab  conditions.  But  where  are  these  five  nines  when  your  business  needs 
If  you're  using  Microsoft*  Windows3  2000  Server-based  solutions,  they  may  be  closer  t 
think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Comn 


•Thl>  level  ot  availability  is  de :endent  on  many  factors  outside  of  the  operating  system.  Including  other  hardware  and  software  technologies,  mission-critical  operational  processes  and  professn 

0  2000  Microsoft  Corporation,  a  i  gits  reserved.  Microsoft.  Windows,  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  united  States  and/or  other  countries.  The  r> 
companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


CAN  GET  WITHOUT  BREAKING  SOME  LAW  OF  NATURE. 


r 

Microsoft 


ire  using  Windows  2000  Server-based  systems  designed  to  deliver  99.999%  server 
:ourse,  not  all  installations  require  this  level  of  reliability,  but  one  thing  is  for  sure:  The 
XX)  Server  family  can  help  you  get  to  the  level  of  reliability  you  need.  In  fact,  industry 
1  as  Compaq,  Hewlett-Packard,  Unisys,  Stratus  and  Motorola  Computer  Group  can  work 
teliver  solutions  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions  you 
n,  visit  mlcrosoft.com/wlndows2000/servers  Software  for  the  Agile  Business. 


COMMENTARY 


In  Events  at  Home  and  Abroad 

>y  Caspar  W.  Weinberger,  chairman 


THE  SUPREME  COURT:  WHAT  IS  IN  STORE  FOR  2001 


-  U.S.  SUPREME  COURT,  MUCH  IN  THE  HEADLINES  LAST 
because  of  its  unexpected  but  necessary  decisions  re- 
ling  vote  counts  in  Florida  for  the  presidential  elec- 
,  returns  to  a  more  normal  pattern  for  the  rest  of  the 
3-01  term. 

["he  Court  will  be  deciding  cases  (some  72  at  last  count) 
,  although  not  headline  material,  will  vitally  affect  peo- 
>  personal  lives,  businesses  and  the  way  the  country  is 
;rned.  Many  of  these  decisions  will  come  as  a  complete 
•rise  to,  among  others,  the  businesses  they  most  affect.  As 
National  Legal  Center  for  the  Public  Interest  points  out 
:s  valuable  booklet,  A  Preview  of  the  Supreme  Court's 
1-2001  Term,  foremost  among  these  "sleeper  cases"  is  one 
ctly  involving  the  trucking  industry.  But  more  impor- 
,  it  will  indirectly  impact  practically  every  commercial  in- 
ry  that  has  been  subjected  to  congressional  regulation, 
rhis  case  revolves  around  the  Environmental  Protection 
ncy's  right  to  establish  air-quality  standards,  which  were 
:red  by  the  Clean  Air  Act.  The  American  Trucking  Asso- 
ons  challenged  these  EPA  standards  on  the  grounds  that 
gress  had  set  no  guidance  or  principles  for  the  EPA  but 
simply  told  the  agency  to  establish  air-quality  standards 
would  protect  public  health  and  welfare.  The  argument 
is  being  made  is  that  this  is  an  impermissible  delegation 
le  legislative  power  that  Article  I  of  the  Constitution 
s  only  to  Congress.  (There  were  cases  in  the  early  days  of 
New  Deal  that  held  some  of  FDR's  legislation  to  be  un- 
stitutional  on  these  grounds,  but  the  Nondelegation  Doc- 
;  has  not  been  used  since  1935.) 

[Tie  truckers  argue  that  if  the  EPA  can  adopt  standards 
are  not  based  on  congressionally  enacted  principles  or 
lance  then  there  is  no  effective  restraint  to  keep  any 
icy  not  directly  responsible  to  the  people  from  enacting 
binding  regulation  it  wants  to. 

K  side  issue  to  this  case  is  the  question  of  whether  the 
icy  must  consider  costs  to  industry  (and  hence  the  pub- 
of  complying  with  an  agency-set  standard. 
Clearly  there  is  more  involved  here  than  the  EPA's  air- 
ity  standards.  A  Supreme  Court  decision  that  Congress 
lot  simply  hand  off  difficult  policy  decisions  to  executive 
icies  would  greatly  curtail  the  virtually  unbridled  legisla- 
power  some  of  these  agencies  have  been  exercising. 
\n  earlier  case,  decided  in  late  November,  involved  a  driv- 
ho  had  been  fired  twice  for  failing  random  drug  tests.  An 
trator  had  ruled  that  the  truck  driver  could  not  be  fired 


because  the  general  collective  bargaining  agreement  between 
the  employer  and  the  union  did  not  require  a  driver  who  had 
failed  a  drug  test  to  be  fired,  nor  did  the  Department  of 
Transportation's  regulations. 

Many  legal  observers  agreed  that  it  would  have  been  dif- 
ficult for  the  trucking  company's  argument — that  the  arbi- 
trator's decision  be  set  aside  on  the  grounds  of  public  pol- 
icy— to  prevail.  The  significance  of  this  case  for  businesses  is 
clear:  Get  dismissal  clauses  for  drug  violators,  etc.  written 
into  collective  bargaining  agreements. 

Adding  to  the  Ballot  in  Missouri 

Another  case  coming  before  the  Court,  Cook  v.  Gralike,  will 
decide  the  constitutionality  of  a  Missouri  constitutional 
amendment  that  was  adopted  by  the  state's  voters.  The 
amendment,  an  apparently  unique  attempt  to  influence  the 
way  the  state's  congressmen  vote,  instructs  all  Missouri  can- 
didates for  Congress  to  try  to  pass  a  term-limits  amendment 
to  the  U.S.  Constitution.  Incumbents  who  do  not  follow 
some  specified  actions  of  support  would  find  on  the  ballot 
next  to  their  names:  "DISREGARDED  VOTERS'  INSTRUCTION 
ON  TERM  LIMITS."  Nonincumbent  candidates  would  have  to 
take  a  pledge  to  support  term  limits;  if  they  did  not  do  so, 
the  words  "DECLINED  TO  PLEDGE  TO  SUPPORT  TERM  LIM- 
ITS" would  be  on  the  ballot  next  to  their  names. 

The  Eighth  Circuit  Court  of  Appeals  held  this  amend- 
ment to  be  unconstitutional  because  it  attempted  to  add  a 
new  qualification  to  those  in  the  U.S.  Constitution  for  candi- 
dates running  for  Congress.  The  court  also  said  that  the 
amendment  "compelled  speech,"  in  violation  of  the  First 
Amendment;  that  Missouri  was  attempting  to  amend  the 
U.S.  Constitution  by  a  means  not  specified  in  the  Constitu- 
tion; and  that  Missouri  was  impermissibly  trying  to  curtail 
the  Speech  and  Debate  Clause  of  the  Constitution. 

The  Supreme  Court  presumably  will  address  all  four  issues. 

Forewarned  Is  Forearmed 

Other  cases  before  the  Court  involve  the  continuing  ques- 
tions over  the  federal  government's  right  to  legislate  in  areas 
the  states  claim  as  their  domain.  Virtually  every  case  the 
Supreme  Court  hears  has  broad  cost  and  policy  implications 
for  most  businesses,  which  is  why  it  is  good  for  businesses  to 
know  what  might  be  happening  to  them  ahead  of  time.  Then 
they  can  plan  their  course  of  action  should  one  be  required 
due  to  an  unexpected  Supreme  Court  decision.  F 
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"When  will  the  computers 
be  ready  for  the  new  people? 

Translation:  I  think  I  forgot  to  tell  you  about  the  new  people. 
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the  computers  they  need 
and  IT  a  helping  hand. 
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DIGITAL  RULES 


3y  Rich  Karlgaard,  publisher 
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EIGHT  YEARS  OR  TWO? 


;  NEW  ECONOMY  ARGUMENT  TOOK  SEVERAL  WIIACKS  TO 
head  in  2000.  We  learned  that  few  businesses  truly  fit  into 
'increasing  returns"  model.  This  was  the  recently  popular 
i  that  a  market  leader  can  grow  sales  faster  than  it  will  ac- 
lulate  expenses  ...  thus  creating  a  turbocharged,  perpet- 
-motion  profit  machine — at  least  until  the  Justice  Depart- 
nt  decides  to  break  it  up.  The  Web,  with  its  near- zero 
t-of-information  transfer,  promised  such  magic  to  any 
iness  that  got  its  nose  out  in  front  of  its  competitors.  Just 
there  first,  baby.  Spend  what  it  takes. 
But  the  number  of  Microsofts  in  the  world  is  so  tiny  that 
lcludes,  well,  basically  only  Microsoft.  Maybe  Intel  rode 
increasing- returns  wave  between  1992  and  2000.  Maybe 
icle  and  Cisco  do  today.  Then  again,  even  mighty  Cisco 
is  a  pounding  at  the  high  end  from  Juniper  Networks.  At 
low  end  it  soon  could  be  clipped  by  peer-to-peer  net- 
•ks.  Cisco's  glorious  run  of  increasing  returns — the  wind 
ts  back,  no  friction,  like  a  sailboat  on  ice — may  be  over. 
:o  is  still  a  terrific  company,  but  its  life  promises  to  get 
der.  Its  cost  of  sales  is  sure  to  go  up. 
We've  learned  that  great  entrepreneurs,  even  when  capital 
ee,  are  found  only  at  the  bell  curve's  far  right.  It  still  takes 
ins,  salesmanship,  guts  and  a  whole  lot  of  persistence  to 
ich  and  run  a  startup. 

But  the  New  Economy  will  go  on;  in  fact,  it  will  kick  butt. 
:  Internet  has  undeniably  sped  things  up.  The  cycle  of  dis- 
tion,  competition,  learning  and  progress  has  been  short- 
d.  Capital  and  talent  are  more  globally  available  than  ever 
Dre.  Both  are  highly  mobile — in  play,  too. 
Scientists  recently  slowed  photons  to  a  dead  stop.  But  the 
e  of  business  will  not  slow  down.  It  can  only  accelerate. 
Limbents  now  breathing  easy  over  the  collapsed  threat  of 
-corns  may  get  blindsided  by  the  next  wave.  Don't  forget: 
ore's  Law  still  works.  That  $100  billion  raised  by  venture 
italists  during  2000?  It's  still  around  and  patiently  waiting 
und  a  new  generation  of  tech  terrorists. 

;mo  to  Dubya 

Clinton  survived  two  terms  because  he  accommodated 
New  Economy,  in  deed  and  gesture.  You  are  urged  to  do 
same.  Here's  what  you  and  Congress  can  do  to  ensure 
it  ruling  coalition  for  eight  years: 

lit  taxes  in  general.  Lower  rates  will  spring  funds  for  tech- 


your  governing  coalition's  wobbler  right  now.  Bet  the  ranch 
on  a  slashed  capital  gains  rate.  Press  for  10%;  accept  no 
higher  than  15%. 

•  Simplify  taxes  in  general.  Simplification  strips  out  friction. 
Today's  required  army  of  tax  lawyers  is  in  itself  a  tax  of  2%  to 
3%  on  America's  GDP.  This  burden  sits  heaviest  on  small 
businesses,  the  wheels  of  growth. 

•  Cut  technology  taxes  specifically.  All  agree  that  the  New 
Economy's  biggest  roadblock  in  2001  is  last-mile  band- 
width—the damnable  lack  of  it.  Dubya,  your  blood  will  boil 
the  fuzz  off  your  Texas  heinie  when  you  learn  that  excise 
taxes  on  DSL  lines  run  to  40%  in  some  areas.  That's  Euro- 
sclerosis  in  our  backyard.  Broadband  deployment  is  huge, 
Dub.  Its  role  in  the  New  Economy  is  what  pitching  is  to  the 
Rangers.  'Nuff  said.  Ain't  nobody  goin'  nowhere  without  it. 
Get  behind  broadband  deployment  and  push  with  all  your 
might.  Your  second  term  rides  on  it. 

•  Software  should  be  able  to  be  expensed.  Another  drooling  id- 
iocy from  the  tax  books:  a  three-year  depreciation  table  for 
software.  Three  years!  Out  in  the  real  world  every  corporate 
manager  knows  the  New  Economy  has  squeezed  three  years 
of  business  evolution  into  12  months.  Cost- recovery  sched- 
ules for  every  asset  class  should  mirror  that  and  be  cut  by 
similar  percentages. 

•  Extend  the  moratorium  on  Internet  taxes.  Like,  right  now. 

•  Appoint  only  hard-core  deregulators  to  the  FCC  and  FTC.  Clear 
out  the  stables.  Blow  the  winds  of  the  free  market  into  every 
nook  and  cranny.  Here's  a  layup  for  ya,  Dub:  Remove  the 
Spanish-American  War  telecommunications  tax. 

•  Expand  free  trade.  With  America's  huge  lead  in  software  and 
most  core  Internet  technologies  (save,  for  the  moment,  wire- 
less, which  Europe  dominates),  we  kick  major-league 

a  in  the  no-holds-barred  league  of  global  commerce.  The 

more  free  trade,  the  more  it  quacks  America's  duck.  More- 
over, growth  without  inflation  requires  America  to  export  its 
inflation  to  countries  like  Whatchamacallit  in  Latin  America 
and  Thingamajiggy  out  there  next  to  China. 

•  Speaking  of  inflation,  Dub,  use  your  famous  powers  of 
Midland  charm  to  convince  Alan  Greenspan  he  needs  to  cut  in- 
terest rates  still  another  0.5%  to  t%.  Tell  the  Fed  chief  to  stop 
worrying  about  bubbles.  We  hear  Alan  goes  haywire  over  the 
prospect  of  a  1990- Japan-style  real  estate  bubble  pop  that  he 
sees  written  all  over  the  Nasdaq  market.  But  that's  for  in- 
vestors to  sort  out.  As  you  start  out,  defla- 


ogy  investment  and  purchase.  Dubya,   __  To see past Digital Rules 
i  hard  on  Denny  Hastert.  His  public  columns,  visit  our  Web  site  at        tion  is  the  greater  threat  to  eight  glorious 

;ing  of  your  deep  tax  cuts  has  made  him   WAJB  www.forbes.com/karigaard-  years,  Dub.  F 
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Can  You  Believe 
Those  Revenues? 


BY  KEMP  POWERS 

THOMAS  REIMAN  WAS  LOOKING 
forward  to  an  active  retire- 
ment after  25  years  in  the 
telecom  business  when  he 
joined  the  board  of  Rose- 
mont,  Ill.-based  Anicom  in  1997.  The 
former  president  of  Indiana  Bell  ad- 
mired the  meteoric  growth  of  this  dis- 


tributor of  cable,  wire,  networking  and 
fiber-optic  parts.  After  going  public  in 
1995,  Anicom  exploded  from  $29  mil- 
lion in  sales  to  S540  million  in  1999, 
thanks  in  large  part  to  its  rapid  acquisi- 
tion of  16  companies  in  the  U.S.  and 
Canada.  "The  strategy  was  to  get  the 
company  to  a  certain  size  and  then 
sell,"  says  Reiman,  51.  "So  the  most 


www.forbes.com 


ACCOUNTING! 

There's  a  tyranny  of 
quarterly  performance  on 
Wall  Street.  The  Anicom 
mess  illustrates  a 
pathological  form  of  it. 

often  heard  objective  of  senioi 
management  was,  'We  want  tc 
be  a  billion-dollar  company'  " 

That  was  not  to  be.  Today  the 
company  is  in  liquidation  aftei 
an  internal  investigation 
launched  last  luly  by  Reiman  ex- 
posed an  accounting  scandal 
Both  the  Securities  &  Exchange 
Commission  and  the  FBI  are  in- 
vestigating the  debacle. 

Anicom  was  created  in  1992 
by  the  Anixter  family,  founders 
of  Anixter  International,  a  simi- 
lar distributor  sold  to  Samue" 
Zell  in  1986.  Scott  Anixter,  51 
Anicom's  chief  executive  anc 
chairman,  hoped  to  polish  his 
image  after  being  charged  in 
1990  with  14  felony  counts  ol 
fraud  and  five  misdemeanor  vio- 
lations in  a  trading  scam  at  the 
Chicago  Board  of  Trade.  Anixtei 
pleaded  guilty  to  four  lesser  mis- 
demeanor charges  in  exchange 
for  his  testimony  against  the  nine 
other  soybean  traders.  Anicom 
seemed  to  be  his  ticket  to  reha- 
bilitation, racking  up  17  consec- 
utive quarters  of  earnings  growth,  and 
making  believers  of  analysts,  investors, 
even  FORBES  (Mar.  9,  1998). 

We  were  all  wrong — as  Reiman  dis- 
covered after  Anixter  was  hospitalized 
for  heart  and  colon  problems  in  1999. 
Reiman  took  over  as  chief  executive. 
Tipped  off  by  a  newly  hired  comptrol- 
ler that  certain  accounts  were  out  ol 
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ck,  he  hired  a  forensic  accounting 
1  to  do  some  digging.  Then,  in 
-July  2000,  Reiman  warned  fellow 
rd  members  that  revenue  figures 
id  not  be  trusted.  He  recalls  now: 
the  end  of  a  quarter  sales  would 
eported  that  didn't  belong  in  that 
rter.  The  sale  would  be  recorded 
he  last  day  of  the  quarter  to  meet 
ncial  goals.  But  sometimes  there 
;  not  real  sales  being  made.  Some 
lem  were  just  made  up." 
\  class  action  filed  on  behalf  of 
:stors  by  the  State  of  Wisconsin 
•stment  Board — which,  at  13%,  is 
company's  largest  shareholder — 
tes  iust  such  allegations.  (With 
com  kaput,  the  only  hope  of  re- 
:ry  is  against  the  personal  assets  of 
xter,  his  father,  Alan,  Carl  Put- 
i,  the  former  president,  and  Don- 
Welchko,  onetime  chief  financial 
cer).  Anicom  would  bill 
omers  in  advance  of  the 
very  of  goods.  The  suit 
ms  that  the  invoicing 
dd  sometimes  be  merely  a 
e  ahead  of  the  game,  on 
;r  occasions  more  fic- 
al,  in  which  case  it  would 
reversed  out"  the  follow- 
quarter.  After  a  while, 
te  of  these  dummy  in- 
es  were  simply  left  on  the 
ks  and  occasionally,  ac- 
iing  to  Reiman,  fake  or- 


business,"  he  says. 

But  the  higher-ups  did,  according 
to  the  suit.  It  claims  that  Anixter  was 
aware  of  the  fraud  and  concealed  it, 
and  that  Putnam  and  Welchko  or- 
chestrated it.  Anixter  has  since 
stepped  down  from  the  board;  Put- 
nam and  Welchko  were  forced  to  re- 
sign without  severance  pay.  All  three 
decline  to  comment,  though  a  lawyer 
for  Putnam  and  Welchko  claims  her 
clients  "are  being  scapegoated." 

On  Nov.  13  the  company  con- 
fessed that  it  had  overstated  revenues 
by  a  cumulative  $38.6  million,  and 
pretax  net  by  $34.4  million,  from  the 
beginning  of  fiscal  1998  to  the  first 
quarter  of  fiscal  2000.  Three  days  later 
the  company's  stock  was  delisted 
from  Nasdaq. 

Reiman  believed  he  could  save 
Anicom  and  turn  a  profit  sometime 


What  role  did  he  play?  Cofounder  Scott  Anixter. 

;  were  created  for  customers  who 
ft  exist. 


rhe  scam,  the  suit  alleges,  was 
adly  known  among  employees, 
nsidering  the  average  customer 
;r  companywide  was  about  $200, 
d  think  a  $4  million  dollar  order 
ed  at  10  p.m.  on  the  last  day  of  the 
rter  would  have  sent  up  a  red 
,"  says  Gino  Frigo,  former  branch 
lager  of  Anicom's  Woodridge  of- 
"The  pre-billing  problems  were 
imon  knowledge."  Frigo,  who  was 
rviewed  by  the  SEC,  claims  that  he 
never  asked  to  participate,  since 
was  among  the  most  profitable 
iches  of  the  company.  "I  knew  it 
going  on,  but  I  didn't  make  it  my 


this  year.  But  Harris  Bank,  which  led  a 
pack  of  six  lenders,  refused  to  cough 
up  $150  million  in  requested  new 
capital — and  declined  to  extend  Ani- 
com's loan  forbearance  past  Dec.  15. 
By  Christmas  employees'  expense 
checks  were  bouncing  and  medical 
claims  were  going  unanswered.  The 
company  made  a  Chapter  1 1  bank- 
ruptcy filing.  Reiman  is  liquidating 
the  company  and  doesn't  expect  un- 
secured creditors  to  get  anything. 

Auditors  are  supposed  to  do  spot 
checks  of  receivables.  Why  didn't  they 
catch  the  problem  earlier?  Pricewater- 
houseCoopers,  which  audited  Ani- 
com's books  from  the  beginning,  de- 
clines to  comment.  F 


Airline  Peanuts 

deals!  Passengers  stuck  on 
those  Northwest  planes  in  1999 
are  finding  their  time  isn't  worth 
as  much  as  their  lawyers'. 


BY  MICHAEL  KATZ 

ROBERT  KRUSE  EXPECTS  TO  GET 
about  $400  in  cash  for  enduring 
nearly  eight  hours  in  cramped 
quarters  with  hundreds  of  other  peo- 
ple, without  food,  water  or  adequate 
toilet  facilities  for  most  of  that  time. 
No,  Kruse  wasn't  a  contestant  on  a 
poor  man's  Swvivor,  but  he  was  a  par- 
ticipant in  the  plaintiff  lawyers'  version 
of  Let's  Make  a  Lousy  Deal. 

Kruse,  41,  is  one  of  the  estimated 
7,000  plaintiffs  in  a  class  action  filed 
against  Northwest  Airlines.  Recall  the 
infamous  incident  in  which  passengers 
waited  up  to  11  hours  on  grounded 
planes  during  a  storm  in  Detroit  in 
early  1999.  In  January  a  settlement  was 
reached  in  which  Northwest  agreed  to 
shell  out  $7  million.  The  passengers 
will  divvy  up  just  under  $5  million,  and 
five  law  firms  will  collect  more  than  $2 
million. 

The  settlement  is  crafted  with  a  kind 
of  crude  justice.  The  amount  of  money 
each  plaintiff  will  receive  isn't  known, 
but  it  will  be  based  on  the  length  of  time 
the  person  was  trapped.  Those  stuck  for 
8  hours  or  longer  will  receive  the  largest 
portion.  Kruse,  traveling  from  Hawaii 
with  his  family,  was  officially  stranded 
for  7  hours  and  37  minutes. 

So  Kruse,  an  automotive  engineer, 
figures  he'll  be  compensated  about  $50 
an  hour  for  his  miserable  confine- 
ment— "way  below  my  hourly  rate," 
he  says.  And  well  below  that  of  lead 
lawyer  Lawrence  Charfoos,  who  typi- 
cally gets  at  least  four  to  five  times 
that.  "We've  been  working  on  this  for 
two  years  and  they  were  on  the  plane 
for  1 1  hours,"  says  Charfoos.  Shrugs 
Kruse:  "That's  the  nature  of  our  legal 
system."  F 
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OUTFRONT 


►  ELECTRONIC 
ARTS-ORIGIN  SYSTEMS 

Class  action  by  volunteers  filed  in 
September  2000 


Promises,  Promises 

L  A  B  o  R  I  All  work  and  sinking  stock 
makes  Jack  a  grumpy  employee.  It  also 
makes  a  growing  number  of  technology 
companies  hot  spots  for  worker  unrest 


BY  ELIZABETH  CORCORAN 

ANOTHER  PRINCIPLE  OF  THE  "NEW 
Economy"  has  collapsed:  the  no- 
tion that  people  will  work  end- 
less hours  under  great  stress  without 
complaint.  As  Silicon  Valley  en- 
dures layoffs,  eroding  stock  op- 
tions and  malaise,  even  the 
newest  dot-coms  grapple  with 
an  Old  Economy  problem:  labor 
unrest. 

Once-beatific  workaholics  are  sud- 
denly litigious.  Union  drives,  previously 
all  but  unheard-of,  are  breaking  out — in 
one  case  employees  even  held  a  "sick- 
out."  Now  the  dissension  has  spread  to 
a  venerable  and  especially  loyal 
group:  volunteers. 

Thousands  of  unpaid  vol- 
unteers help  drive  the  industry, 
hosting  discussion  groups  for  online 
services,  organizing  interactive  games 
for  teams  of  players  and  contributing 
programming  to  "open-source"  soft- 
ware. Now  America  Online  is  under 
legal  attack  for  the  practice. 

The  cover  story  of  the  Feb.  19,  2001 
issue  of  Forbes  ASAP  chronicles  how  AOL 
relied  on  "volunteer"  workers  to  run 
bulletin  boards  and  chat  groups  for 
years,  even  though  its  own  legal  depart- 
ment warned,  as  early  as  1995,  that  it 
could  violate  U.S.  labor  laws.  A  class  ac- 
tion demanding  back  pay  is  to  be  heard 
in  a  New  York  federal  district  court  in 
March.  In  September  a  similar  class  ac- 
tion was  filed  in  U.S.  district  court  in 
Colorado  against  Electronic  Arts  and  its 
subsidiary,  Origin  Systems,  on  behalf  of 
ex-volunteers  who  ran  online  games;  the 
suit  could  cover  up  to  7,000  people,  the 
plaintiffs'  attorney  claims,  though  so  far 
only  four  are  named. 

The  gist  of  these  cases:  Volunteers 
can  look  like  employees  in  the  eyes  of 
the  U.S.  Department  of  Labor  and  the 


court  in  March. 


i 


►  ET0WN.COM 

Planned  vote  to  recognize  union 
indefinitely  postponed. 


wards  users  who  write  up  product  cri 
tiques.  Since  the  Weblet  began,  in  Sep 
tember  1999,  it  has  paid  over  $1  millioi 
to  more  than  100,000  self-styled  critics 
Paid  techies  have  gripes,  too.  Tern 
porary  and  contract  workers  say  somi 
companies  use  them  as  low-cost  alter 
natives  to  full-timers,  and  they  now  de 
mand  better  benefits.  Microsof 
►AMERICA  ONLINE  paid  $97  million  last  year  to  set 

s  action  by  volunteers  heading  to    \  tle  claims  by  iong-time  temps. " 

worked  for  two  years  with  a  singL 
manager  at  Microsoft — that's  hardl; 
'temping,' "  says  Barbara  Judd,  now  ai 
organizer  with  the  Washington  Alliano 
of  Technology  Workers  (WashTech),  \ 
Seattle-based  affiliate  of  the  Communi 
cations  Workers  of  America  (CWA). 
As  the  odds  of  becoming  an  instan 
►  AMAi  dot-com  millionaire  start  to  ap 

Petition  to  establish  a  bargaining  unit     ,  proach  those  of  hitting  the  lot 
circulating  among  customer  service     J  tery,  full-time  workers  lamen 
representatives.  that  fledgling  firms  demand  to( 

much  of  them.  Amazon.com  offer 
employees  stock  options,  but  with  share 
below  $20  (versus  $85  a  year  ago),  man; 
of  those  options  are  underwater 
WashTech  has  been  circulating  a  peti 
tion  for  recognition  as  a  bargaining  uni 
among  customer-service  workers  a 

►  IBM 

„..,,  ...  innm  .        Amazon.  "The  reps  work  lonj 
Alliance@IBM  (started  in  1999)  airs  r  ! 

employee  grievances  but  is  not  a  collective  J  hours  dunn§  the  holldays  anc 
bargaining  unit.  ^  are  told  <the  company  will  re 
ward  you,' "  claims  Judd.  "But  thos< 
promises  weren't  fulfilled."  WashTecl 
now  has  about  250  dues-paying  mem 
bers  in  more  than  80  companies  in  th< 
Seattle  area. 

In  San  Francisco  customer  service 
representatives  at  Etown,  a  privateb 
held,  100-person  dot-com  that  run: 
an  online  shopping  site  for  electron 
ics,  staged  a  "sick-out"  protest  on  Oct 
6.  "Management  promised  pay  raise: 
that  didn't  come  through,  and  then 
was  a  lot  of  pressure  to  do  overtime,' 
charges  ex-Etowner  Chase  Rum 
monds,  who  had  been  a  manager.  "I 
it  was  just  me  or  a  few  people  who  fel 
disgruntled,  I  would  have  quit,"  h< 
says,  "but  the  entire  department  fel' 
that  way." 

So  he  helped  orchestrate  the  Friday 
sick-out — and  got  fired  the  following 


Internal  Revenue  Service  when  they  log 
a  lot  of  hours  at  a  for-profit  company 
and  are  required  to  take  training  and  to 
meet  performance  benchmarks. 

It's  unclear  just  how  many  people 
donate  their  time,  but  if  AOL  and  Elec- 
tronic Arts  lose,  the  implications  could 
touch  a  raft  of  tech  shops.  "Employ- 
ment" is  broadiy  defined  in  U.S.  statutes. 
Still  some  companies  sidestep  problems 
through  compensation  schemes  and  by 
letting  volunteers  chip  in  whenever  they 
wish — not  on  a  schedule.  Epinions, 
which  provides  consumers'  reviews  of 
movies,  electronics  gear  and  more,  re- 
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Our  process. to 
helps  those 


REDUCE  SULFUR  IN  GASOLINE 
WHO  DON'T  EVEN  DRIVE. 


■  - 

*  *4 


Pur  is  a  naturally  occurring  element  in  gasoline 
I  contributes  to  air  pollution.  But  until 
ently,  the  methods  used  to  remove 
fur  from  gasoline  weren't  very  efficient.  So 
[flips  is  developing  a  new  process  that 
noves  more  than  90%  of  the,  sulfur  in 
ndard  gasoline  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Performance  Company,  *smt* 
PHILLIPS  PETROLEUM  COMPANY  (33) 


a  copy  of  our  annual  report,  rail  9 1 8-66 1 -.1700,  write  to:  Phillips  Annual  Report,  B-il ,  Adams  Bldy,.,  Bartlcsvillc,  OK  74004, 

or  visit  us  at  www.phillips6b.coin. 


R_  Q    N  T 


Monday.  A  vote  to  unionize  the  com- 
pany was  indefinitely  postponed  after 
the  CWA  charged  that  Etown  lawyers  had 
"poisoned"  the  election  by  telling  work- 
ers the  company  could  go  bankrupt  if 
they  unionized.  Etown  would  have  been 
the  first  union  Web  shop. 

Steven  Ramirez,  an  Etown  vice  pres- 
ident, says  the  conflict  has  raised  the 
company's  awareness  of  employee  com- 
plaints and  that  it  has  come  through 
with  raises. 

High-tech  workers  are  now  inter- 
ested in  "finding  out  what  unions  are  all 


about,"  says  William  Wyland,  a  News- 
paper Guild-CWA  organizer  based  in  San 
Jose.  "They  thought  that  empowerment 
was  something  they  had,  but  another  re- 
ality is  setting  in." 

Still,  self-reliance  is  a  longtime 
badge  of  Silicon  Valley  and  the  software 
profession.  It's  what  drives  thousands 
of  programmers  to  write  code  and  give 
it  away  to  the  world — free — as  part  of 
the  "open-source"  movement.  When 
others  are  grousing,  how  much  longer 
will  these  guys  feel  like  giving  away 
their  best  stuff? 


Eric  Raymond,  a  doyen  of  the  fre< 
programming  crusade,  insists  program 
mers  are  still  happy  writing  for  Linu? 
and  the  like,  even  if  companies  mak< 
money  on  their  efforts.  That's  becaus< 
money  doesn't  drive  these  guys — the) 
want  recognition  for  their  work  and  ar 
assurance  no  company  will  grab  theii 
code  and  block  others  from  it. 

"The  moment  [companies]  try  tc 
change  the  social  contract  or  renege  or 
it,  they  would  run  into  resistance,"  Ray- 
mond predicts.  Note  to  tech  titans:  Keep 
those  promises.  F 


Pardon  Me? 


The  Crime 


Charged  in  1983  with  tax  evasion,  violating  racketeering  laws 
and  selling  in  excess  of  $100  million  of  Iranian  oil  during  the 
hostage  crisis.  Rudolph  Giuliani  was  the  prosecutor. 


In  1989  charged  with  six  violations  of  securities  fraud  while 
working  at  Drexel  Burnham  Lambert.  Rudolph  Giuliani 
was  the  prosecutor. 


The  Punishment 


Served  17  years  hanging  out  with  the  rich  and  famous  in 
tax  haven  Zug,  Switzerland.  Watched  over  by  his  team 
of  private  security  guards. 


Served  two  years  in  federal  prison  in  Dublin,  Calif,  after 
pleading  guilty  to  six  felonies;  paid  $1.1  billion  in  criminal  fines 
and  restitutions.  Watched  over  by  corrections  officers. 


The  Aftermath 


Traded  commodities  with  great  flair.  Paid  scant  U.S.  taxes 
on  his  profits.  Accused  in  Russia  of  bribery  and  illegal 
export  of  raw  materials. 


Barred  from  Wall  Street  money-running,  but  rumored  to  have 
earned  $50  million  in  "counseling  fees"  from  such  clients  as 
Ted  Turner  and  Rupert  Murdoch. 


The  Giving 


Gave  $200  million  to  Israeli  charities,  while  his 
ex-wife  became  a  fundraiser  for  the  Clintons  and 

the  Democratic  party. 


Founded  CaP  CURE  to  improve  prostate  cancer  treatments. 
Since  his  release  from  prison,  has  given  away  $250  million 
and  raised  $120  million  for.  medical  research. 


TheBackers 


Georgetown  law  professor  Martin  Ginsburg  (husband  of  His  former  prosecutor,  Mayor  Rudolph  Giuliani, 

Supreme  Court  Justice  Ruth  Bader  Ginsburg),  former  Jerusalem  supermarket  mogul  Ronald  Burkle,  Dr.  Barbara  Firestone, 
mayor  Teddy  Koilek,  Israeli  Prime  Minister  Ehud  Barak.  head  of  a  leading  children's  nonprofit  in  L.A. 


The  Final  Score 


Status  of  his  U.S.  citizenship  murky;  holds  passports  from 
Spain,  Switzerland  and  Israel. 


Maybe  he'll  get  a  chance  at  exoneration  when 
President  Bush  is  about  to  leave  office. 
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500  Stocks.  11  Industries.  One  way  to  see  them  all. 


Now  you  can  get  a  complete 
overview  of  the  market,  stock 
by  stock  and  sector  by  sec- 
tor. Fidelity.com  now  features 
SmartMoney.com's  Map  of 
the  Market.  It's  color  coded, 
to  show  you  what  the  market 
thinks  is  hot,  cold  or  somewhere 
in  between.  Then  with  one  click, 
you   can   access  information 


about  each  stock  —  breaking 
news,  rating  changes,  quotes, 
earnings  estimates  —  you 
name  it. 

Map  of  the  Market  is  just  one 
more  innovative  way  we  help 
guide  you  to  smarter  trading 
decisions.  For  more  information, 
visit  Fidelity.com/research  today 
and  see  yourself  succeeding. 


HHflHHHHHHi 


Fideiity.com 


My  Fidelity 

Accounts  &  Trade 

 .  I 

Planning  &  Retirement 

Products  &  Services  | 

Map  of  the  Market 
@  Fidelity.com 

•  View  the  performance  of  more  than  500  stocks  in  a  single  glance 

•  See  what's  hot  and  what's  not 

•  Discover  which  sectors  are  most  active 


Fidelity  investments* 


1-800-FIDELITY  Fidelity.com/research 


f  the  Market  is  a  product  of  SmartMoney.com.  SmartMoney.com  is  an  independent  company  not  affiliated  with  Fidelity  Investments. 
'  Brokerage  Services,  Member  NYSE,  SIPC 
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OUT  FRONT 


Night  Falling  on  Knight 


feuds  I  Getting  even  is  the  best  revenge  for 
Oakley's  Jim  Jannard  in  his  battle  against  Nike. 

BY  DOROTHY  POMERANTZ 

■  T'S  NO  SECRET  THAT  THERE'S  NO  LOVE  LOST  BETWEEN 

■  Nike  founder  Philip  Knight  and  Oakley  founder  Jim  Jan- 

■  nard.  The  two  ex-friends  were  once  so  close  that  Knight, 
who  was  rarely  photographed  without  his  Oakley  shades, 
twice  offered  to  buy  out  Jannard  in  the  1990s. 

Now  the  only  time  the  two  headstrong  billionaires  have 
any  contact  is  in  federal  court,  where  Oakley  filed  a  patent  in- 
fringement lawsuit  against  Nike  for  ripping  off  its  sunglasses 
technology.  The  suit  was  scheduled  to  go  to  trial  this  month, 


floundering  shoe  business.  The  stock  plummeted  to  as  low  as 
$5.50  a  share,  80%  off  its  alltime  high. 

Fed  up,-61°/o-owner  Jannard  named  himself  chief  execu- 
tive and  booted  out  William  Schmidt,  a  former  Gatorade  ex- 
ecutive who  had  tried  to  buck  Oakley's  traditional  high-end 
marketing  philosophy. 

Jannard's  first  move  was  to  swallow  his  pride  and  out- 
source the  manufacturing  to  Asia.  He  stepped  up  the  invest- 
ment in  shoes,  eventually  assigning  almost  as  many  designers 
to  the  shoe  division  as  to  the  core  sunglasses  business. 

Jannard  bought  another  1.2  million  shares  of  the  beaten- 
down  stock,  adding  to  his  41  million  shares.  "It's  been  a  leap 
of  faith,"  says  the  intense  Jannard,  garbed  in  blue  jeans  and  a 
black  T  shirt.  "And  most  of  our  investors  didn't  make  it." 

Their  loss.  Estimated  earnings  last  year  soared  2V:  times 


Grudge  Match  Shoe  for  shoe,  sunglasses  for  sunglasses,  Nike  and  Oakley  step  up  their  fight. 


Flesh  Dl  Romeo 

$75  $180  $250 

A  slip-on  with  "Traction  Pod  technology"     Made  from  fibers  used  in  bulletproof  vests    Jannard  calls  them  "an  heirloom  piece" 


Shox  Ascent  Airelon 

$150  $159  $99 

Nike's  iatest  shoe  touts  "boing"  benefits      Knows  the  weather  and  how  high  you  are      Company  says  "the  best  stuff  Nike  makes" 


but  has  been  postponed  following  Nike's  admission  that  it 
violated  the  patents.  Now  Nike  is  attempting  the  near-im- 
possible task  of  getting  Oakley's  patents  invalidated. 

But  Jannard,  50,  didn't  just  get  mad.  He  got  even  by  in- 
troducing his  own  line  of  athletic  shoes  in  1998,  shortly  after 
he  sued  Nike.  For  good  measure,  Jannard  boldly  proclaimed 
that  he'd  make  the  shoes  in  the  U.S.,  in  contrast  to  Nike's  po- 
litically incorrect  overseas  manufacturing. 

"We  felt  a  lot  of  disrespect  from  the  boys  in  Beaverton," 
Jannard  snorts.  Kicking  back,  Jannard  pulled  away  from  day- 
to-day  management  and  went  fishing  from  his  home  in  the 
San  Juan  Islands  off  the  coast  of  Washington.  But  while  the 
boss  was  away,  Oakley  went  into  a  tailspin.  By  late  1999  the 
company  swallowed  an  $8.2  million  aftertax  charge  for  the 


to  $49  million  on  a  36%  spike  in  sales  to  $350  million.  Sales 
of  shoes  and  other  new  products,  including  prescription 
glasses,  almost  doubled  to  $56  million. 

Jannard  is  unlikely  to  catch  up  with  Nike's  $9  billion  in 
sales,  but  size  isn't  everything  in  this  grudge  match.  With  a 
quarter  of  the  sunglasses  market,  Oakley  controls  twice  the 
share  of  its  nearest  competitor,  while  Nike  has  less  than  10%. 

"We  don't  aim  to  be  bigger  than  Nike,"  says  Jannard.  "We 
aim  to  be  better  than  them." 

Feeling  confident,  the  press-shy  Jannard  sits  down  for  an 
interview  in  his  Blade  Runner-like  Foothill  Ranch,  Calif, 
headquarters,  though  photos  are  verboten.  "If  I  were  Knight, 
I  would  be  nervous  of  us,"  says  Jannard.  Snaps  a  harried  Nike 
flack:  "We'll  have  our  concerns  addressed  in  court."  F 
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Same  Old, 
Same  Old 

fast  food!  Poor  McDonald's. 
Its  New  Tastes  Menu  looks 
neither  new  nor  tasty. 

BY  BRANDON  C0PPLE 

IT'S  SHAPING  UP  TO  BE  A  ROUGH  year 
for  McDonald's.  Mad  cow  hysteria  and 
currency  woes  are  killing  the  burger 
giant  in  Europe.  At  home,  golden  arches 
overload  has  set  in:  U.S.  sales  grew  just 
3%  last  year;  fourth-quarter  net  earnings 
declined  7%. 

So  what's  McDonald's  doing  about 
it?  It's  rolling  out  something  called  the 
New  Tastes  Menu,  a  collection  of  44 
items  to  be  rotated  four-at-a-time  by 
franchisees.  Chief  Executive  Jack  M. 
Greenberg  hopes  the  campaign  will  help 
double  U.S.  sales  over  the  next  ten  years. 

That  would  be  quite  a  feat,  since  the  only  thing  "new" 
about  New  Tastes  is  the  name.  Maybe  the  folks  at  the  Oak 
Brook,  111.  headquarters  have  a  touch  of  mad  cow  themselves. 
The  menu  features  tired  old  seasonal  products  like  the  McRib 
and  the  Shamrock  Shake,  plus  a  bunch  of  Wendy's  knockoffs 
with  startiing  innovations  like  a  strip  of  bacon  or  a  dollop  of 
ranch  dressing.  Then  there  are  some  cholesterol-packed  com- 
bos sure  to  give  the  American  Heart  Association  fits.  Example: 
a  new  Quarter  Pounder  with  Cheese,  with  three  kinds  of 


OLDSEASO 


LIKE  THE  MCRIB  AND  THE 
SHAMROCK  SHAKE,  PLUS 
SOME  WENDY'S  KNOCKOFFS 


cheese — cheddar,  Swiss  and  Americar 
You  can't  blame  Greenberg  fo 
trying.  He's  got  to  do  something  t 
justify  the  two  years  and  $190  millio 
spent  implementing  the  Burger  King 
like  "made  for  you"  cooking  syster 
that  allows  McDonald's  to  do  some  custom-preparing 
Greenberg  must  also  jump-start  the  stock,  which  at  a  recer 
$29  is  near  a  two-year  low. 

How's  the  new  menu  doing?  In  a  downtown  Chicago  Mc 
Donald's,  a  week  after  the  launch,  hungry  patrons  are  stacke 
eight-deep  at  every  cash  register,  shouting  complaints  aboi 
slow-moving  lines.  What's  all  the  excitement?  Work  your  wa 
to  the  front  of  the  line  and  you  find  the  object  of  their  desin 
Old-  fashioned  cheeseburgers  are  on  sale  for  39  cents. 


Good 

Housekeeping 

careers  Linda  Chavez 
morphs  from  media  martyr 
to  media  maven. 

BY  DIRK  SMILLIE 

LINDA  CHAVEZ  WAS  BUSH'S  SECRE- 
tary  of  Labor  nominee  for  a  mere 
seven  days  before  Nannygate  II 
caused  her  to  beat  a  hasty  exit.  But 
Chavez's  public  flameout  has  been  any- 
thing but  a  bust. 

The  former  labor-secretary-desig- 
nate just  landed  a  spot  as  a  contributor 
on  the  Fox  News  Chan ru      it  is  likely 


to  pay  her  six-figures.  She's 
penning  a  first-person  ac- 
count of  her  media  trial- 
by-fire  for  Talk  magazine. 
Her  lecture-circuit  requests 
have  doubled,  and  she's  re- 
casting a  book  due  out  next 
year  that  will  partly  focus 
on — what  else? — women 
caught  in  the  crosshairs  of 
Nannygate. 

Had  Chavez  taken  the 
$161,200  cabinet  position, 
her  income  would  have  dropped  nearly 
in  half,  and  she'd  likely  have  had  to  di- 
vest stocks  in  her  pension  fund  like 
Cisco  and  Intel,  now  worth  a  fraction  of 
what  she  paid  for  them. 

Richard  Newcombe,  president  of 


Creators  Syndicate,  whic 
distributes  Chavez's  weekl 
column  to  71  newspaper; 
expects  her  subscribershi 
to  triple.  "Her  timin 
couldn't  be  better,"  say 
Newcombe,  who  believe 
Bush-era  conservative  pun 
ditry  is  taking  off. 

Meanwhile,  she'll  hav 
more  time  to  commun 
with  nature  on  her  9-acr 
farm  60  miles  west  of  th 
White  House. 

"I  really  don't  want  to  read  an 
more  about  my  demise.  It  makes  m 
blood  boil,"  she  says.  Maybe  so.  Bu 
Chavez's  high-profile  swan  song  coul< 
be  her  best  career  move  yet.  I 
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In  there,  somewhef.e,  is  everything  you  need  to  know.  Everything  your  sales  force  needs  to  know.  Everything  your 

suppliers  need  to  know.  In  there,  somewhere,  is  everything.  Now  if  only  you  could  find  it.  That's  why  you  ne 
Sybase  Enterprise  Portal,  The  smart  way  to  integrate  your  business  apps  on  the  Internet  so  everyone  can  access  the 

The  Syba^KEnter prise  Portal.  Because  everythii 
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It  seemed  like  a  good  idea  at  the  time:  Fast-food  giant 
Tricon  could  improve  its  balance  sheet  by  selling  off 
company  stores.  It  didn't  work. 
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JOHN  GORHAM 

r  WOULD  BE  HARD  TO  FIND  SOME- 
Dne  more  dedicated  to  Taco  Bell 
:han  Karl  James.  Even  while  attend- 
ing junior  college  in  San  Diego  in 
L980,  James  worked  as  a  marketing 
ctor  for  a  Taco  Bell  franchise. 
/Vhen  the  owner  sold  out,  James 
ght  one  of  the  stores.  Eventually,  he 
t  a  small  empire  of  59  Taco  Bell 
chises,  47  of  them  acquired  from 
nt  company  Tricon  Global  Restau- 
s  as  part  of  the  company's  strategy 
sll  company-owned  stores.  To  fi- 
re his  acquisitions,  James  turned  to 
ichise  Mortgage  Acceptance  Co.,  a 
food  financing  underwriter  whose 
ider  was  a  golfing  pal  of  the  former 
1  of  Taco  Bell. 

'I'm  pretty  much  a  lifer,"  says 
es,  40.  But  these  days  James'  loyalty 
ing  severely  tested.  Facing  liabilities 
17  million  against  $28  million  in  as- 
James  filed  for  bankruptcy  last  fall, 
ng  much  of  his  debt  to  investors 
i  bought  bonds  backed  by  FMAC- 
inated  loans. 

'My  whole  life  is  tied  up  in  this 
ness,"  sighs  James.  "I'm  good  at 
ing  tacos.  That's  about  it." 
f  misery  loves  company,  James  is 
iom  alone.  Some  1,000  Taco  Bell 
es —  a  quarter  of  the  total  franchise 


has  suffered  from  weak  sales  and  mar- 
keting turmoil,  the  franchisees'  prob- 
lems can't  be  entirely  blamed  on  the 
fickle  tastes  of  fast-food  consumers. 
Rather,  the  crisis  is  as  much  a  result  of 
relaxed  credit  standards  and  overin- 
flated  prices  for  the  franchises. 

"The  downticks  in  this  industry  are 
not  new,"  says  Monroe.  "What  is  new  is 
the  number  of  overleveraged  people.  In 
the  past  nobody  loaned  to  the  restau- 
rant industry." 

As  Taco  Bell  stepped  up  its  efforts  to 
unload  its  stores,  it  entertained  bidding 
wars  among  existing  franchisees  who 
were  going  on  little  more  than  historical 
sales.  During  1998  and  1999  Tricon  rou- 


that  Taco  Bell  sales  wouldn't  fall  signif- 
icantly. "What  happened  is  that  the  rev- 
enue debt  model  got  way  out  of  sync," 
admits  FMAC  founder  Wayne  (Buz) 
Knyal.  "And  it's  a  shame.  Because  there 
are  some  people  we  lent  money  to  who 
are  marvelous  operators.  They  hadn't 
counted,  nor  did  we,  on  the  reduction 
in  sales." 

Selling  company-owned  stores  is 
nothing  new  in  the  restaurant  business, 
since  it  allows  the  parent  to  clean  up  the 
balance  sheet  by  dumping  all  those  cap- 
ital costs  on  the  backs  of  franchisees. 
Though  Tricon's  sales  have  eased 
slightly  to  $7.8  billion  last  year,  long- 
term  debt  has  fallen  by  almost  half  to 
$2.4  billion  since  Tricon's  spinoff  from 
PepsiCo  in  1997,  thanks  to  $1.4  billion 
in  aftertax  proceeds  from  selling  3,194 
stores  from  all  three  of  its  chains. 

In  this  it  had  a  close  ally  in  Knyal,  a 
college  dropout  and  former  home 
mortgage  lender.  In  1991  he  had  a 
meeting  with  his  golfing  friend  John 
Martin,  the  president  of  the  Taco  Bell 
chain  at  the  time.  Knyal  wanted  to  buy 
some  Taco  Bells.  But  Martin  told  his 
friend  that  banks  were  reluctant  to  fi- 
nance fast-food  stores,  and  recom- 
mended instead  that  Knyal  figure  out  a 
way  to  lend  to  franchisees. 

A  business  was  born.  Knyal  came 


There  are  people  we  lent  money  to  who  are  marvelous  opera- 
tors. They  hadn't  counted,  nor  did  we,  on  the  reduction  in  sales." 


em — are  in  default,  according  to 
mond  James  restaurant  analyst 
ion  Brundage.  That  threatens  Tri- 
's  royalties.  In  addition  to  Karl 
es,  a  50-unit  Louisiana  franchisee 
for  Chapter  1 1,  and  as  many  as  an- 
t  30  franchisees  are  in  trouble. 
Dennis  Monroe,  an  attorney  help- 
Dig  Taco  Bell  franchisees  to  restruc- 
their  debt,  figures  that  7  of  the  top 
ranchisees  are  in  default  on  about 
)  million  in  debt,  with  a  good  por- 
of  it  arranged  by  FMAC. 
Awhile  it's  no  secret  that  Taco  Bell 


tinely  sold  Taco  Bell  stores  for  six  times 
operating  income  (in  the  sense  of  net 
before  depreciation,  interest,  taxes  and 
corporate  overhead).  That  compared 
with  a  typical  multiple  of  4.5  times  for 
outlets  of  other  fast-food  chains.  Tricon 
sold  1,135  of  its  U.S.  Taco  Bells  in  just 
the  past  three  years,  generating  an  esti- 
mated $730  million  after  taxes. 

"They  were  selling  these  things  at 
no  money  down,  at  completely  ridicu- 
lous prices,"  says  Patrick  Silvia  of  At- 
lanta-based National  Restaurant  Bro- 
kers. FMAC  and  its  competitors  also  bet 


up  with  the  idea  to  securitize  franchise 
restaurant  debt  and  sell  the  various 
tranches  to  Wall  Street  investors,  simi- 
lar to  the  home  mortgage  and  credit 
card  industries.  Rather  than  just  lend- 
ing against  a  restaurant's  hard  collat- 
eral, which  mostiy  consists  of  leases  and 
equipment,  Knyal  proposed  lending 
against  cash  flows,  or  "business  value." 
That  would  enable  franchisees  to  bor- 
row more  money  at  fixed  rates  and  at 
longer  maturities. 

"All  we  tried  to  do  is  take  what 
Freddie  Mac  was  doing  in  home  loans 
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and  duplicate  that  in  franchise  loans," 
says  Knyal,  who  has  since  left  FMAC. 

All  told,  Knyal's  firm  originated 
S3. 5  billion  in  franchise  loans,  most  of 
which  it  peddled  to  insurance  compa- 
nies via  Lehman  Brothers,  Morgan 
Stanley  and  other  Wall  Street  firms. 
The  origination  fees  helped  pay  for  a 
Bel  Air  home  and  a  private  jet  for 
Knyal's  son.  When  Tricon  began  big 
sales  of  its  company-owned  Taco  Bells 
in  1997,  the  same  year  Knyal  took 
FMAC  public,  Knyal  had  a  ripe  market. 

But  the  house  of  cards  toppled  last 
year.  Bay  View  Capital  Corp.  of  San 
Mateo,  Calif.,  which  paid  S285  million 
for  FMAC  in  1999,  shut  down  its  under- 
writing business  last  September  with  $1 
billion  of  the  loans  still  on  the  books, 
and  wrote  off  $247  million  for  good- 
will, severance  expenses  and  likely  loan 
losses.  "FMAC  was  responsible  for  a  lot 
of  poor  lending  practices,"  says  Fitch 
bond  analyst  Paul  McCarthy. 

Knyal  blames  Tricon  for  some  of 
the  mess.  "As  you  moved  down  the 
scale  and  got  to  the  middle  managers, 
they  were  motivated  and  compensated 
by  selling  deals,"  he  says.  "It  was  like, 
'Close  the  deal,  or  you  don't  get  a 
bonus.'  And  that  was  a  flawed  strategy." 

Though  Tricon's  direct  liability  for 
the  busted  loans  is  limited,  the  com- 
pany could  lose  a  royalty  stream  of 
5.5%  of  sales  when  a  franchisee  goes 
under.  With  little  money  left  over  for 
upgrades  to  their  units,  the  franchisees 
will  further  erode  the  brand. 

Though  Tricon  downplays  the  fran- 
chisee fiasco,  Brundage  expects  it  to  set 
up  as  much  as  a  $20  million  reserve 
against  uncollectable  royalty  receiv- 
ables and  buy  back  up  to  200  restau- 
rants. It  has  also  set  up  a  $15  million 
loan  fund  to  help  franchisees.  A 
spokesman  claims  the  restaurants  were 
sold  for  "fair  market  value"  and  that 
the  half-billion-dollar  estimate  of 
busted  Taco  Bell  loans  is  "exaggerated." 

But  try  telling  that  to  Karl  James. 
"It's  a  sad  situation,"  James  sighs.  "I'm 
feeling  pretty  old." 

Adds  Knyal:  "Karl  is  a  great  friend,  a 
wonderful  operator  and  a  good  man. 
He  just  got  hosed."  F 


BY  KELLY  BARRON 

WHEN  MOUNTAINEER  JOFE\T 
Bragg  ascended  the  icy, 
jagged  face  of  Thunder 
Mountain  in  Alaska  last 
year,  there  was  one  thing  missing 
from  his  climbing  ensemble:  Gore- 
Tex.  "It's  overkill,"  says  Bragg  of  the 
waterproof,  breathable  fabric  long 
worshiped  by  alpinists,  cops  and  hip 
urbanites  as  the  ultimate  protection 


against  the  elements.  A  sales  rep  fo 
outerwear  maker  Marmot,  Brag| 
helped  design  a  so-called  Zoot  Sui 
using  Marmot's  own  WrapSure  ma 
terial,  which  enables  the  mountainee 
to  pull  out  a  waterproof  shell — Gore 
Tex  or  otherwise — only  if  needed. 

Gore-Tex  no  longer  a  must-have 
That's  trouble  for  W.L.  Gore  &  Asso- 
ciates, the  privately  held  firm  in  Elk 
ton,  Md.  that  invented  this  novel  ma 
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Testing,  testing:  Gore  brand 
manager  Stephen  Shuster. 


terial  and  gets  21%  of  its  esti- 
mated $1.4  billion  in  annual 
revenue  from  it.  The  com- 
pany was  born  in  1958,  when 
Wilbert  Gore  quit  a  chemical 
engineering  job  at  DuPont  to 
develop  new  uses  for 
DuPont's  polytetrafluoroeth- 
ylene,  a.k.a.  Teflon.  Gore 
made  a  good  business  out  of 
Teflon  wire  insulation.  But 
the  company  really  took  off 
after  1969,  when  his  son 
Robert  found  a  way  to  make 
Teflon  into  a  waterproof, 
breathable  material.  We  can't 


them  forever. 

The  cult  status  carried  over  to  the 
consumer  brand  Gore-Tex.  A  clothing- 
maker  that  wants  a  Gore  license  must 
not  only  pay  dearly  for  the  fabric;  it 
must  submit  its  garments  to  Gore  for 
testing.  The  exacting  specifications 
carry  right  down  to  the  kind  of 
shoelaces  that  can  be  put  on  a  Gore- 
Tex  boot. 

Once  clothiers  didn't  have  a 
choice.  Now  they  can  buy  alternatives, 
such  as  Entrant  Gil  and  eVENT,  which 
is  one  reason  Gore's  revenues  fell  an 
estimated  7%  in  fiscal  2000.  "You're 
going  to  critique  whether  my  garment 
is  good  enough?  I  thought  that  was 
really  arrogant,"  says  Darcy  Lee, 
owner  of  the  snowboarding  outfitter 


first,  Gore-Tex  wasn't  a  big  hit:  Oils  in 
suntan  lotions  and  bug  sprays  cor- 
roded the  membrane;  people  com- 
plained they  got  soaked  in  the  stuff. 
"There  were  huge  challenges,"  says 
Shuster,  who  wore  jackets  in  the 
shower  to  figure  out  that  the  source  of 
the  leaks  was  actually  poorly  designed 
seams.  The  faulty  designs  gave  rise  to 
Gore's  tough  standards  and  relentless 
testing.  Today  Gore  hires  students 
from  the  University  of  Delaware  to 
wear  Gore-Tex  and  stand  in  a  rain 
closet — or  walk  on  a  treadmill  in  a 
freezing  room  while  their  sweat  secre- 
tions are  measured. 

All  that  testing  is  costly.  Gore-Tex 
typically  sells  for  between  $15  and  $30 
a  yard,  compared  with  $6  to  $8  for  a 


The  swagger  at  Gore  is  born  of  technology.  The  company 
_jnakes  everything  from  dental  floss  to  pollution  filters,  


tell  you  exactiy  what  the  trick 
is,  but  it  appears  to  hinge  on 
rapidly  stretching  a  Teflon 
tape,  creating  a  membrane 
filled  with  microscopic  holes. 
By  controlling  the  stretch  you 
can  control  the  holes,  making 
them  small  enough  to  keep 
out  water  droplets  but  large 
enough  to  transpire  mole- 
cules of  vapor. 

From  the  beginning  Gore 
(who  died  of  a  heart  attack 
while  backpacking  with 
Gore-Tex  in  1986)  invested 
his  company  and  its  prod- 
ucts with  a  certain  mystique. 
He  called  his  employees  "as- 
sociates" long  before  that 
>o  became  a  fad  in  personnel  de- 
tments;  the  conceit  was  that  there 
re  no  bosses  or  underlings  here, 
t  peers.  And  yet  the  company  was 
retive  to  the  point  of  paranoia, 
ouds  hid  key  manufacturing 
cesses  from  the  eyes  of  factory  vis- 
's. In  time  Gore  &  Associates  got 
re  than  1,000  patents,  but  it  left 
ne  of  its  best  discoveries  un- 
ented  so  that  it  could  monopolize 


Cold  As  Ice.  Lee  uses  a  Gore-Tex 
knockoff  from  Japan.  In  short,  it  may 
be  time  for  Gore,  which  knows  so  well 
how  to  innovate,  to  learn  how  to 
compete,  too. 

But  here  is  the  insouciant  response 
to  competition  from  Stephen  Shuster, 
Gore-Tex's  brand  manager:  "There's 
so  much  out  there,  it's  almost  a  benefit 
to  us." 

The  swagger  at  Gore  is  born  of 
technology.  The  company  makes  every- 
thing from  Glide  dental  floss — 
dreamed  up  by  two  workers  who 
flossed  with  the  yarn  Gore  wove  into 
astronauts'  space  suits — to  pollution 
filters  and  surgical  grafts  for  blood  ves- 
sels. To  maintain  a  free-thinking  envi- 
ronment, Gore  has  dispersed  its  6,000 
employees  among  60  buildings,  with  no 
office  having  more  than  200.  Highlight- 
ing the  importance  of  trade  secrets — 
and  explaining  why  fabric-laminating 
machines  are  still  hidden  behind 
cloaks — Gore  Chairman  Charles  Car- 
roll insists  that  even  he  doesn't  know  all 
the  facts  about  how  Gore-Tex  is  made. 
"It's  on  a  need-to-know  basis,"  he 
deadpans. 

The  facts  did  not  come  easily.  At 


waterproof  product  from  Taiwan.  "In 
the  end  you  get  what  you  pay  for," 
shrugs  Carroll.  But  when  clothiers  like 
Columbia  Sportswear  and  snowboard 
outfitters  like  Bonfire  spurn  Gore-Tex, 
changes  are  inevitable. 

Start  with  pricing  and,  presumably, 
profit  margins  (which  the  company 
doesn't  disclose).  Those  annual  in- 
creases of  3%  for  Gore-Tex  are  history. 
Gore  recently  slashed  its  prices  to  $11 
a  yard  for  some  of  its  customers. 

New  products  are  next.  Gore  just 
released  a  more  breathable  version  of 
Gore-Tex,  called  XCR,  addressing  a 
long-standing  complaint  that  Gore- 
Tex  is  too  hot  for  aerobic  mountain 
climbs.  Further  off  is  a  medical  device 
with  an  expandable  wire,  a  portion  of 
which  is  covered  with  a  Gore-Tex-like 
material  that  surgeons  may  one  day  in- 
sert into  the  human  heart  to  cover  life- 
threatening  holes. 

Dazzling  creations.  But  Gore  must 
radically  speed  up  its  innovation  cycle. 
Adhering  to  its  own  tough  standards, 
the  company  tirelessly  tested  XCR  for 
six  years  before  bringing  it  to  market. 
Sometimes  slow  and  steady  can  lose 
the  race.  F 
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My  Kingdom  for 
A  Building  Permit 

California  knows  it  has  to  speed  up  power  plant 
construction.  Is  there  any  hope  it  will  succeed? 


BY  LYNN  COOK 

RISE  ABOVE  ALL  THE  FINGER- 
pointing,  the  shouting,  the 
machinations  in  the  dark — 
and  many  Californians  agree: 
The  state  desperately  needs  to 
build  new  power  plants.  Over  the  last 
decade  the  population  has  climbed  14% 
to  34  million.  The  peak  demand  for  elec- 
tricity (on  a  hot  day  in  July)  has  climbed 
19%  to  53,000  megawatts.  The  number 
of  big  power  plants  built  in  the  state  since 
1990:  zero. 

Who's  to  blame?  Even  though  they've 
driven  out  industry,  environmentalists 
are  now  crying,  Don't  look  at  us — we'd 
love  to  see  some  new  plants  built,  since 
they  could  replace  some  older,  dirtier 
ones.  Says  Richard  Ferguson,  head  of  the 
Sierra  Club's  California  Energy  Com- 
mittee, "We  need  new  generation,  and 
the  old  plants  are  hogging  our  air  space." 

The  bureaucrats  haven't  helped. 
While  the  California  Energy  Commis- 
sion has  recendy  green-lighted  ten  new 
plants,  it  will  be  years  before  they  come 
on  line.  Applications  take  an  achingly 
slow  12  months  to  work  their  way 
through  the  permit  process,  compared 
with  90  days  in  Texas. 
(Texas  has  built  nine 
large  power  plants  since 
1990.)  In  California  as 
many  as  17  assess- 
ments— from  historical 
significance  to  impact  on 
fish  and  wildlife — can  re- 
quire changes  to  the 
blueprints.  Result:  Ancil- 
lary costs  to  developers 
in  California  run  as  high 
as  $30  million  for  one 
project,  compared  with 
$1  million  in  Texas. 


The  utilities  deserve  some  blame  for 
bad  forecasting — and  for  the  financial 
ruin  that  is  being  visited  upon  them,  says 
Peter  Huber  in  his  column  (see  p.  76). 
They  agreed  to  buy  electricity  at  spot 
prices  and  to  sell  at  fixed  retail  prices,  fig- 
uring they  could  clean  up  on  the  easy 
spread  between  the  two  prices.  For  sev- 
eral years  they  did  make  some  nice 
money  this  way.  Wholesale  prices  got  as 
low  as  3  cents  a  kilowatt-hour,  while  the 
retail  rate  was  close  to  10  cents.  Then  the 
wholesale  price  spiked  last  summer  to  86 
cents.  The  two  biggest  California  utili- 
ties, PG&E  and  Edison  International,  lost 
$11.1  billion  between  them  since  last 
summer  and  have  wrecked  their  credit 
ratings.  Potential  builders  of  generating 
stations  don't  want  to  sell  to  such  shaky 
customers. 

Blame  politicians,  too,  for  preventing 
plant  construction.  In  October  Governor 
Gray  Davis  put  a  ceiling  on  wholesale 
rates  at  25  cents  a  kilowatt-hour,  but  in 
December  he  made  it  a  "soft  cap,"  al- 
lowing wholesalers  to  sell  above  that,  if 
they  could  provide  the  state  with  a  reason 
for  charging  more.  Still,  it  had  a  chilling 
effect.  Right  after  the  governor's  move, 


t  i  j — 


C alpine,  a  wholesale  generator,  yanke< 
six  of  seven  applications  to  build  so 
called  peaker  plants.  These  are  tiny,  50 
megawatt-or-less  dynamos  that  operat 
only  30  to  45  days  a  year,  when  deman< 
peaks  and  electricity  should  command 
premium  price.  Twenty-five  cents  doe 
not  go  very  far  in  this  kind  of  plant.  Witl 
the  spot  price  of  natural  gas  at  $10  de 
livered,  the  fuel  for  a  kilowatt-hour  run 
about  a  dime.  Now  figure  in  construe 
tion  costs  ($25  million  for  50  megawatts 
that  have  to  be  amortized  over  a  relativel 
small  number  of  kilowatt-hours  and  yoi 
have  a  formula  for  losses  if  the  plant  i 
in  a  state  where  the  governor  wants  t( 
put  "profiteers"  in  jail. 

Next  on  our  list  of  plant-stoppers:  th 
neighbors.  Sunlaw's  proposal  to  build  ; 
550-megawatt,  $350  million  plant  ii 
southeast  Los  Angeles  county  hasn't  hi 
any  snags  with  the  CEC  or  the  Soutl 
Coast  Air  Quality  Management  District 
Indeed,  the  plant  would  produce  les 
toxic  waste  than  the  steady  stream  o 
diesel  trucks  at  the  industrial  warehoust 
now  at  the  site.  Yet  residents  of  the  mosd; 
blue-collar  Hispanic  neighborhood  an 
crying  environmental  racism  and  wil 
put  the  plant  up  to  a  vote  in  March 
"There  is  nothing  that  a  local  commu 
nity  cannot  defeat,"  says  Michael  Zenker 
a  director  for  Cambridge  Energy  Re 
search  Associates.  The  CEC  can  overrult 
local  jurisdiction,  but  tries  to  avoid  tha 
whenever  possible — it  has  acted  onh 
twice  in  the  last  20  years. 

Will  the  commission  now  flex  it: 
muscles?  Maybe  not,  if  that  means  step 
ping  on  some  big  toes.  Keep  an  eye  or 
Calpine's  plan  to  build  ; 
600-megawatt  plant  ir 
Silicon  Valley,  where  de 
mand  has  shot  up  339^ 
since  1996.  The  powerfu 
opponent:  Cisco  Sys- 
tems, which  is  building ; 
20,000-employee  cam- 
pus nearby.  It  fears  the 
plant's  proximity  wil 
threaten  the  health  of  it 
employees.  Cisco  has  not 
however,  volunteered  tc 
light  its  headquarter: 
with  candles.  F 
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Can  you  imagine  a  last-minute  pitch  that  wins  your 
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BY  ELIZABETH  MACOONALD 


Unhatched  Chickens 

CompuCredit  counts  tomorrow's  hoped-for  profits  as  profits  today.  How  does  it 
even  know  what  number  to  put  down  for  its  earnings? 


■  F  YOU  LOOK  AT  THE  PRICE/EARN - 
I  ings  ratio  for  CompuCredit,  the 
I  credit  card  issuer  in  Atlanta,  you 
H  might  think  it's  a  terrific  value  stock. 
H  At  SI 7,  the  shares  go  for  an  ultra- 
cheap  seven  times  trailing  earnings.  Take 
a  look  at  where  those  earnings  are  com- 
ing from,  though,  and  you  will  hesitate 
before  calling  in  a  buy  order. 

CompuCredit  gives  Aspire  Visa 
cards  to  consumers  with  marginal 
credit  histories.  The  interest  rate  on 
these  cards  is  28%.  Despite  the  rate,  the 
company  has  had  no  trouble  finding 
customers  who  want  the  cards.  It  has 
1.9  million  accounts  with  a  collec- 
tive SI. 3  billion  balance. 

CompuCredit's  hard-charging 
36-year-old  chairman  and  chief 
executive  is  David  Hanna,  a  man 
with  a  dream  that's  fast  be- 
coming reality:  an  Internet 
site  where  applicants  can  get 
approved  for  plastic  within 
seconds.  In  only  three  years 
he  has  created  a  firm  with  a 
market  value  of  S790  mil- 
lion. Despite  some  spec- 
tacular failures  of  other 
firms  in  the  subprime  41  _ 
lending  business,  this  one 
seems  to  be  making  good  money.  For  the 
rune  months  ended  Sept.  30,  it  reported  a 
net  of  S71  million  on  SI 79  million  in  op- 
erating income. 

But  just  how  strong  is  that  net?  Like 
other  subprime  lenders,  CompuCredit 
gets  a  lot  of  its  profit  from  securitiza- 
tion deals.  In  these,  it  packages  groups 
of  customer  receivables  and  sells  them 
to  a  trust.  The  trust  then  sells  bonds 
that  represent  claims  on  the  principal 
and  some  of  the  interest  that  will  be 
coming  in  from  the  receivables.  For  it- 
self it  retains  the  rights  to  the  rest  of  the 
interest  in  the  form  or  merest-only 


strips.  CompuCredit  takes  the  hit  on 
credit  losses  before  investors  do. 

That's  a  good  way  to  make  a  living,  at 
least  if  the  interest  payments  from  good 
customers  more  than  cover  the  loan  losses 
created  by  bad  ones.  What's  peculiar 
about  this  business  is  the  timing  of  the 
profits.  Under  well-established  rules  that 
go  by  the  name  "gain-on-sale"  account- 
ing, a  lender  that  securitizes  receivables  is 
entitled  to  claim  the  profits  not  when  they 
come  in  but  as  soon  as  the  securitization 
is  wrapped  up.  In  CompuCredit's  case 
10%  of  pretax  profits  comes  from  gain- 
on-sale  accounting.  Nearly  90%  comes 
from  the  interest-only  strips. 

To  calculate  profits  that  are 
still  to  come,  the  card  is- 
suer makes  guesses  about 


assumption  that  plumps  its  estimatet 
gains  from  future  interest  charges 
Funny  thing,  then,  that  CompuCredi 
admitted  in  an  August  bond  offering 
that  its  customers  are  actually  paying 
down  at  a  12%  rate. 

How  do  you  foretell  the  future  wher 
you  don't  know  when  or  if  a  recessior 
will  hit?  Let's  just  say  this  kind  of  profit 
and-loss  statement  is  more  art  than  sci 
ence.  Eugene  O'FJryan,  former  chief  op 
erating  officer  of  the  now-bankrup 
subprime  lender  FirstPlus  Financial  o 
Dallas,  describes  what  happened  at  hi 
company:  "We  made  up  the  assump 
tions  for  how  much  profit  we  wanted  tc 
get  from  these  securitizations  in  ordei 
to  meet  [consensus]  estimates." 

David  Einhorn,  a  principal  at  the 


(I 
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Has  CompuCredit  overstated  by  $67 
million  the  $153  million  in  net  in- 
come  it  has  reported  since  1997?  


future  losses  from  bad  loans  and 
about  how  long  the  average  ac- 
count will  stay  on  the  books 
throwing  off  interest.  The  resulting  hy- 
pothetical earnings  are  discounted  back 
into  today's  dollars  and  called  profit. 

To  arrive  at  its  earnings,  Compu- 
Credit assumes  that  only  one  in  ten  of 
the  principal  dollars  it  lends  out  will 
never  come  back.  Perhaps  Hanna  has 
selected  a  particularly  reliable  collection 
of  customers,  but  the  experience  of 
competitors  like  Metris  and  Providian 
(which  have  been  around  much  longer) 
is  that  more  like  one  of  seven  dollars  is 
lost  to  uncollectible  debts. 

CompuCredit  assumes,  too,  that  its 
customers  pay  down  a  low  8.5%  of 
their  credit  card  balances  per  month,  an 


New  York  investment  firm  Greenlighl 
Capital,  has  an  agenda:  His  firm  is  shorl 
CompuCredit  stock.  Even  after  allowing 
for  a  grain  of  salt,  though,  you  may  find 
his  recent  report  on  the  company  scary. 
He  estimates  that  CompuCredit  has 
overstated  by  $67  million  the  cumulative 
SI 53  million  in  net  income  it  has  re- 
ported since  it  began  operations  in  199" 

"I'm  not  familiar  with  his  report,'' 
says  Ashley  Johnson,  CompuCredit's 
treasurer,  "but  shorts  are  trying  to  dc 
anything  to  push  our  stock  price  down.' 

Maybe,  but  other  tilings  are  pushing 
it  down,  too.  Before  its  third  quarter 
closed,  CompuCredit  told  Wall  Street 
that  credit  losses  on  its  portfolio  would 
be  no  higher  than  an  annualized  10.5%. 
Surprise — they  came  in  at  1 1%.  F 
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Ever  seen  a  computer  deliver  anything?  Close 
a  deal?  Go  with  its  gut?  It's  people  -  your 
customers,  employees,  and  suppliers  -  that 
run  your  company.  And  we've  designed 
PeopleSoft's  new  generation  of  e-business 
applications  to  help  your  people  turn 
e-business  into  e-profits. 


38.773.8277 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


Backseat  Driver  By  Jerry  Flint 


The  Elephant  in  the  Corner 


Wm  F  THE  DETROIT  AUTO  SHOW  IN  JANUARY  SETS  THE  SCENE 
I  for  the  entire  year,  we're  in  for  a  bad  year.  For  one  thing 

B  the  show  cars — built  for  the  publicity  and  to  test  public 
I  reaction — were  often,  well,  brutish.  I  think  the  auto  de- 

H  signers  spent  too  much  time  with  gladiator  magazines. 

Robert  Lutz,  the  president  of  Chrysler  when  it  was  still 

Chrysler,  said  it  well:  They  looked  like  toasters  or  trash 

compactors. 

I've  had  enough  of  this  rough  stuff  and  want  some  grace 
back  in  my  designs.  If  there  are  enough  people  like  me,  the 
companies  pushing  the  techno  look  will  have  some  trouble. 
The  Pontiac  Aztek  could  be  an  example.  The  Aztek  is  an  ugly 
sport  utility  vehicle  introduced  last  summer  that  fell  flat  with 
only  1 1,000  sales  in  half  a  year.  (It  had  another  problem:  It 
lacked  four-wheel-drive  when  introduced.) 

Then  there  was  the  elephant  in  the  corner.  The  elephant 
is  the  slowdown  in  car  sales,  and  it  cast  a  shadow  on  the  De- 
troit show  that  was  intensified  by  General  Motors'  plans  to 
shutter  Oldsmobile. 

There  was  bitterness  and  suspicion  tied  to  the  Oldsmo- 
bile move.  Several  GM  executives,  well-known  upper-level 
people,  told  me  that  Oldsmobile  was  closed  because  GM 
wanted  a  tax  loss  to  absorb  the  capital  gain  from  a  satellite 


sale  by  its  Hughes  subsidiary.  (In  fourth-quarter  results  GM 
recorded  a  gain  of  $1.1  billion  from  the  sale  while  posting  a 
$939  million  charge  to  cover  Olds.) 

Is  this  true?  I  can't  be  sure.  Often  a  writedown  that  a 
company  takes  on  its  shareholder  report  is  mosdy  caused  by 
items  that  cannot  be  immediately  claimed  as  tax  deductions, 
and  at  least  one  GM  finance  executive  I  talked  to  said  tax  de- 
ductions had  nothing  to  do  with  the  death  of  Olds.  But  the 
significance  here  isn't  whether  the  tax  rumor  is  true  or  not; 
it's  that  some  executives  of  GM  believe  their  bosses  would 


cavalierly  kill  the  oldest  nan 
in  American  auto  history  t 
get  a  tax  credit.  Clearly,  to 
management  has  a  problei 
holding  the  confidence  of  i 
own  people. 

And  this  is  understanc 
able.  GM's  market  share  drop 
every  year.  Cadillac  has  falle 
to  fifth  place  among  luxur 
nameplates.  Oldsmobile  ge 
killed.  Chevrolet  cars  will  b 
outsold  by  Toyota  cars  this  year.  The  Aztek  becomes  a  joke 
The  consensus  is  that  industry  sales  will  drop  more  tha 
1  million  units  this  year,  to  16  million  or  so  from  17.4  mi 
lion  in  2000. 

Yet  not  every  company  will  be  hurt.  I  predict  that  Hond. 
Toyota,  Mercedes  and  BMW  will  grow.  Ford  and  Chrysler  (c 
DaimlerChrysler)  should  hold  their  share  of  sales  steac 
with  last  year's,  which  means  their  unit  sales  will  go  down 
bit  in  a  down  year. 

It's  still  General  Motors  that  is  most  vulnerable.  A  declir 
in  the  industry's  sales  coupled  with  a  decline  in  GM's  mark» 
share  would  have  a  nasty  effect. 

Let's  say  the  sector  drops  by  1.2  mi 
lion  vehicles.  Let's  say  GM's  markf 
share,  hurt  by  the  end  of  Olds  and  th 
paucity  of  new  models,  goes  from  28. 3*5 
to  26.5%.  Then  GM  sales  would  fall  b 
631,000  vehicles.  The  company  with 
fourth  of  the  sales  eats  half  of  the  indu; 
try's  1.2-million-unit  drop. 

This  needn't  happen.  GM's  new-las' 
fall  extra-big  pickup  trucks  may  be 
hit — and  hugely  profitable,  too. 
Five  good-looking  sport  utility  vehicles  are  coming  th 
spring  and  there's  a  new  270-horsepower  (that's  bi^ 
straight-six  engine  going  in  three  of  them.  All  potential  hit 
Any  of  these  could  enable  GM  to  take  sales  from  Ford  an 
Chrysler.  But  I've  been  disappointed  by  GM  before:  Th 
models  are  late  or  something  else  goes  wrong.  So  I'll  wait  t 
see  them  before  I  throw  confetti  in  the  air. 

The  show  wasn't  all  bad.  Despite  those  trash  compactor, 
there  were  plenty  of  handsome  cars  and  trucks. 

If  only  that  elephant  weren't  in  the  corner.  I 


Jerry  Flint,  a  former  Forbes  ienior  Editor,  has  covered  the  automobile  industry  since  1958. 

Find  past  columns  at  www.fos  bes.com/flint  or  use  your  -.CueCat  device  on  the  cue  code  ( right)  to  take  you 

there  instantly. 
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Investors  judge  a 
global  oil  and  gas  company  on  its  returns. 

So  do  the  locals. 


The  medical  clinic  at  our  Masila  operation  in 
Yemen  is  open  to  the  community.  Every  month, 
we  treat  an  average  of  900  local  residents. 
It's  one  of  the  many  ways  we're  being  responsible. 
To  our  values.  To  our  hosts.  Even  to  our  stockholders. 
Because  acting  responsibly  creates  stability,  which 
ensures  long-term  profits. 


Nexen  is  a  super-independent  with 
core  assets  and  targeted  exploration 
programs  worldwide. 


nexen 

_NXy_  energy  to  outperform 

NYSE  www.nexeninc.com 


Canada  United  States  Brazil         Yemen         Colombia  Indonesia         Australia  Nigeria 


Fujitsu  Network  Communications  is  opening  eyes 
America  with  revolutionary  photonic  technology, 
like  wavelength  division  multiplexing 
systems  fast  enough  to  send  20  million 
simultaneous  phone  and  Internet  calls 
down  a  single  hair-thin  optical 
fiber.  The  boundless  multimedia 
capacity  Internet  users  before 
could  only  dream  of. 


Look  around.  You're  in  the  midst  of  a  global  maelstrom.  A  swirling  mass  of  converging 


technologies  and  new  business  opportunities  unleashed  by  the  Internet.  All  waiting  to  be  harnessed  by 


companies  like  Fujitsu  -  the  world's  third  largest  IT  services  provider  We've  focused  our  energy  and 


WHEN  YOU  CLOSE  YOUR  EYES, 
WHAT  DO  YOU  DREAM? 

WHEN  YOU  OPEN  YOUR  MIND.  TO  THE 
FULL  POTENTIAL  OF  THE  INTERNET, 
WHAT  DO  YOU  SEE? 


resources  on  creating  technology  to 


solve  the  unique  problems  of  thousands 


of  individual  businesses.  Last  year 


alone  we  invested  $4  billion  of  our 


$50  billion  global  IT  and  telecommunications  revenues  on  R&D.  Imagine,  $4  billion.  That's  more 


than  the  total  sales  of  many  Fortune  500  companies.  But  that's  what  it  takes  to  create  next  generation 


mobile  technology,  ultra-high-speed  servers  and  leading-edge  photonic  networks.  Innovations  that 


keep  your  business  one  step  ahead  of  the  Internet.  And  light  years  ahead  of  the  competition. 


Fujfrsu 


THE    POSSIBILITIES    ARE  INFINITE 


www.fujitsu.com 


'Source  IDC,  December  1999  Who  Will  be  Leading  the  Global  IT  Services  Industry  in  2000?:  A  Competitive  Analysis  by  Mauro  Peres,  Sophie  Janne  Mayo 


Jnsights  By  Peter  Huber 

The  Kilowatt  Casino 


Rarely  in  the  his- 
tory of  regulation 
have  so  many 
reversed  course 
so  completely,  or 
so  fast. 


■  N  THE  1970S  CALIFORNIA'S  POWER  REGULATORS  GOT  ALL 
I  excited  about  renewables.  The  state  is  now  littered  with 
I  high-cost,  low-efficiency  wind  and  solar  facilities  that 
I  produce  limited  amounts  of  unreliable  power,  for  which 
H  ratepayers  have  overpaid  by  at  least  $25  billion  in  the  in- 
tervening years.  In  1996  the  regulators  were  persuaded  by  a 
cabal  of  efficiency  mavens  and  end-of-growth  pundits  that 
demand  for  electrons  was  leveling  off  and  would  soon  de- 
cline, while  supply  was  plentiful  and  would  soon  become  a 
glut.  They  regulated  accordingly 

In  a  word,  they  instructed  California  utilities  to  short 
what  the  utilities  had  tradi- 
tionally supplied — electric- 
power  itself.  Utilities  were  to 
sell  all  their  power  plants  to 
nonutility  generating  compa- 
nies; thenceforth,  utilities 
would  be  wire  companies 
only.  (Since  1996  the  Califor- 
nia utilities'  share  of  electricity 
production  has  duly  dropped 
from  55%  to  15%.)  Utilities 
were  forbidden  to  sneak  back 
into  generation  through  the 
back  door  by  signing  long-term  supply  contracts  with  inde- 
pendent power  producers — they  were  permitted  to  buy 
power  only  in  the  spot  market.  Consumer  rates  were  to  be 
cut  by  10%  immediately,  and  price  capped  thereafter. 

The  utilities,  in  sum,  remained  committed  to  sell,  for  the 
long  term,  at  a  fixed  price — but  were  permitted  to  buy  only 
for  the  short  term,  at  the  spot  price.  Shorts  do  much  the 
same  thing  every  day,  with  pork  bellies  and  Nasdaq  stocks. 
Few,  however,  dare  to  bet  quite  so  extravagantly,  with  such 
firm  resolution,  against  any  kind  of  hedging. 

All  this  was  called  "deregulation."  And  so  it  was — if  you 
were  utterly  certain  about  where  both  demand  and  supply 
were  headed.  Prices  were  bound  to  fall  anyway,  so  an  imme- 
diate rate  cut  wasn't  really  regulation  at  all.  Spot  prices  were 
bound  to  be  lower  than  long-term  contracts.  The  utilities 
were  deregulated  in  that  they  were  free  to  short  power  gen- 
eration and  bet  against  rising  demand  and  rising  price.  In  a 
market  that  had  peaked,  no  rational  utility  would  wish  to  do 
otherwise. 

Rarely  in  the  history  of  regulation  have  so  many  reversed 
course  so  completely,  or  so  fast.  Having  previously  banned 


long-term  supply  contract! 
the  state  now  permits  then' 
Having  blocked  essentially  a 
plant  construction  for  the  pa? 
ten  years,  having  stalled  on  2 
of  the  25  new  power  plant 
that  the  industry  has  propose 
to  build  since  1999,  the  stat 
now  vows  to  streamline  th 
plant-approval  process.  Hi 
state  having  required  utilitie 
to  sell  their  plants,  Governo 
Davis  now  proposes  to  ban  further  sales,  and  even  threaten 
to  take  back  a  few  by  eminent  domain,  from  whomever  no\ 
owns  them.  His  predecessors  bet  everything  on  letting  th 
wholesale  market  rip;  Governor  Davis  now  threatens  wind 
fall-profits  taxes  and  conjures  up  jail  sentences  for  supplier 
who  dare  to  charge  market  prices  for  electricity.  His  state' 
own  green  regulators  did  all  they  could  to  drive  power  pro 
duction  out  of  state;  Governor  Davis  now  declares,  ii 
sonorous,  Carteresque  terms,  that  never  again  can  we  allo\ 
out-of-state  profiteers  to  hold  Californians  hostage." 

The  state's  utilities  went  along  eagerly  enough  in  1996 
and  largely  deserve  their  fate.  They  bought  into,  even  en 
couraged,  the  end-of-demand  scenario.  If  supplies  had  in 
deed  proved  abundant,  if  wholesale  prices  had  droppe< 
sharply,  the  incumbent  utilities  would  have  made  a  killing 
Things  headed  the  other  way;  now  the  utilities  want  to  pas 
along  their  losses.  The  state  isn't  going  to  let  them,  not  eas 
ily,  and  not  all  the  losses.  The  time  for  fighting  "deregula 
tion"  was  back  then,  when  the  bets  were  being  made,  no 
now,  when  the  wheel  has  stopped  spinning  and  your  be 
has  lost. 

Four  new  power  plants  are  under  construction  in  Cali 
fornia,  but  it  won't  be  until  May,  at  the  earliest,  that  one  o 
them  spins  a  turbine.  Boosting  imports  from  out  of  state  i 
an  even  longer-term  proposition — transmission  capacity  i 
severely  limited  and  takes  even  longer  to  expand;  no  net  in 
crease  in  the  capacity  to  import  electric  power  is  expectec 
through  2007.  California's  power  demands  are  now  growin; 
at  twice  or  more  the  rates  planned  for  just  a  few  years  age 
The  power  shortfall  will  get  worse,  even  as  new  plants  are  ap 
proved,  if  demand  continues  to  rise  even  the  slightest  bi 
faster  than  regulators  are  willing  to  approve  new  supply.  I'm 
betting  on  worse.  f 


Peter  Huber,  a  Manhattan  Institute  senior  fellow,  is  the  author  of 'Hard  Green:  Saving  the  Environment 
from  the  Environmentalists  and  the  Digital  Power  Report.  Find  past  columns  at  www.forbes.com/huber 

or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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The  talent  pool  is  deep  if  you  know  where  to  look.    A  company  is  only  as  good  as  its  people,  and  finding 
great  people  has  never  been  more  difficult.  Randstad  can  help.  We  know  and  represent  the  most  talented  people 
and  match  them  to  the  best  opportunities — full-time,  part-time,  anytime.  And  since  we  have  over  500  offices  in  the 
U.S.,  we  can  provide  exactly  the  talent  you  need.  Randstad  is  a  more  enlightened  approach  to  finding  great  people. 
CalM-877-922-2468  orvisitwww.us.randstad.com.  J^g^Qj^"^^^! 

professional    •    technical    •    office    •    creative    •    industrial        A  brighter  way  to  find  better  people. 
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VW  Misses  Its  Mark 

Surprise!  DaimlerChrysler  isn't  the  only  German 
car  company  with  a  plate  full  of  problems. 


BY  CHRISTOPHER  WATTS 

A YEAR  FROM  RETIRE- 
ment,  Ferdinand 
Piech  is  running  out 
of  time.  Named  chair- 
man of  Volkswagen 
eight  years  ago,  he  promised 
shareholders  that  their  company 
would  earn  a  pretax  6.5%  on 
revenues  by  2000.  He  fell  way 
short.  Last  year  VW  earned  an 
estimated  3.5%  before  taxes,  on 
revenues  of  $72  billion.  Compa- 
rable European  makers  did  bet- 
ter: Peugeot,  an  estimated  4.6% 
return;  Renault,  6.3%. 

The  company's  fix  might 
surprise  American  consumers, 
who  lately  have  been  taken  with 
its  cars.  Investors,  too:  Volkswa- 
gen's stock  has  leapt  51%  in  six  months. 
But  the  momentum  masks  stress. 

What  ails  Volkswagen?  Its  single 
most  pressing  problem  is  labor.  Piech 
has  been  slow  to  shift  to  lower-cost  pro- 
duction outside  Volkswagen's  base  in 
Lower  Saxony  in  northwest  Germany. 
About  half  of  VW's  324,000-strong 
work  force  is  in  Germany. 

These  are  not  the  car  industry's 
most  productive  workers.  David 
Leggett,  who  heads  Just-auto.com,  an 
auto-industry  research  company  in  the 
U.K.,  estimates  that  Lower  Saxony's 
vast  Wolfsburg  factory  turns  out  just  40 
vehicles  per  employee  annually.  By  con- 
trast, Volkswagen's  plant  in  Navarra, 
Spain  produces  79  vehicles  per  em- 
ployee a  year,  and  Nissan's  plant  in 
Sunderland,  England,  112.  This  helps 
explain  why  Volkswagen  Group's  aver- 
age profit  per  car  (before  interest  and 
taxes)  works  out  to  just  $373  for  2000, 
well  below  Renault's  $571  and  Peu- 
geot's  $509,  according  to  Schroder  Sa- 
lomon Smith  Barney  estimates. 

Measured  against  U.S.  makers,  the 
comparisons    look    worse:  Ford 


Labor  pains:  How 
can  Ferdinand 
Piech  get  the 
numbers  up?- 


Motor's  per-car  profit  (in  this  sense)  is 
$974,  GM's,  $72 1 .  A  Ford  Taurus  plant 
in  Atlanta  produces  105  cars  per 
worker  per  year. 

Can  VW  slash  the  work  force  to 
boost  productivity?  Almost  impossible. 
The  state  of  Lower  Saxony  owns  19%  of 
Volkswagen,  in  voting  stock.  Its  Social 
Democratic  prime  minister,  Sigmar 
Gabriel,  protects  the  workers  through 
his  seat  on  VW's  supervisory  board,  and 
Piech  has  shown  little  appetite  for  con- 
fronting the  politicians  and  unions.  Be- 
tween 1993  and  1996  Juan  Llorens  was 
president  of  Seat,  the  Spanish  carmaker 
that  Volkswagen  bought  in  1986.  Says 
Llorens:  "The  concept  of  employment 
and  salaries  is  not  the  same  in  Volkswa- 
gen as  in  more  capitalistic  companies." 

Keith  Hayes,  an  auto  analyst  with 
Goldman  Sachs  International  in  Lon- 
don, puts  it  more  bluntly.  "Wolfsburg," 
says  Hayes,  "is  almost  an  arm  of  the 
German  social  security  system." 

When  he  took  over  VW  in  1993, 
Piech,  an  engineer  by  training,  hoped  to 
obtain  cost  savings  by  producing  more 
models  on  fewer  platforms.  (At  the  time 


Volkswagen  was  building  16  differer 
platforms;  Piech  cut  that  to  4.)  Today,  fc 
example,  the  same  platform  carries  th 
Volkswagen  Golf,  the  Audi  A3,  the  Auc 
TT  roadster,  the  Volkswagen  Jetta  an 
New  Beede,  the  Seat  Toledo  and  Leoi 
and  the  Skoda  Octavia  (a  Czech  car). 

The  anticipated  sa\ 
ings  failed  to  appea 
More  models  mean  risin 
R&D  and  marketing  e> 
penditures,  plus  flight 
investment  in  produc 
tion-line  machinery.  Sta£ 
gered  model  launches  als 
mean  that  platforms  ai 
underutilized  for  Ion 
periods. 

Sharing  platform 
across  the  brands  ere 
ated  another  problen 
cannibalization.  Seein 
the  similarities  amon 
VWs,  Audis,  Seats  an 
Skodas,  price-consciou 
buyers  trade  down. 
According  to  provi 
sional  figures  from  the  European  Assc 
ciation  of  Automobile  Manufacturer, 
which  tracks  registrations  in  western  Eu 
rope  (where  VW  books  60%  of  its  toti 
sales),  Skoda  registrations  grew  19%  i 
2000;  Volkswagen-brand  registration 
dropped  by  6%. 

To  improve  Volkswagen's  manufac 
turing  flexibility  and  efficiency,  Piech  : 
again  increasing  the  number  of  plal 
forms  and  will  develop  1 1  modules- 
including  braking  and  steering  system 
and  axle  mountings — to  be  shared  b 
models  sold  under  a  single  badge.  BM\ 
already  has  a  similar  system. 

Over  the  past  few  years  such  rival 
as  Ford  and  Renault  have  beaten  Volk 
swagen  to  the  market  in  Europe  wit 
products  for  new  middle-market  seg 
ments.  Piech,  by  contrast,  spent  lavishl 
to  add  the  luxury  brands  Rolls- Roya 
Bendey  and  Bugatti  to  the  Volkswage 
lineup.  But  Volkswagen  has  the  rights  t 
the  Rolls-Royce  name  only  until  th 
end  of  2002,  after  which  usage  transfer 
to  BMW.  (Volkswagen  insists  its  luxur 
division  will  make  money.) 

Later  this  year  Piech  is  preparing  t< 
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SEEKING 

RELATIONSHIPS 


PeopleSoft  Customer  Relationship  Management 


Deepen  the  relationships  that  power  your  enterprise.  Now,  exclusively  with 
PeopleSoft,  you  can  identify  your  most  profitable  customers  and  optimize 
your  business  to  meet  their  needs.  What's  more,  you  can  do  it  from 
anywhere — a  web  browser,  a  cell  phone,  a  PDA,  or  even  a  pager.  PeopleSoft 
CRM  seamlessly  coordinates  your  business  processes,  helping  every 
department  and  channel  deliver  on  customer  expectations.  From  your  sales 


force  to  your  call  center,  analytics  provide  insight  at  each  touchpoint  of 
your  enterprise.  To  learn  how  PeopieSoft  can  help  you  get  more  out  of  your 
relationships,  call  1-888-733-8277. 

Integrated   •   Pi  •   I  ri 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet: 


.peopiesoft.com/crm 


VOLKSWAGEN 


CH  ARTICLE 


launch  a  new  luxury  sedan  under  the 
Volkswagen  badge  to  compete  directly 
against  Mercedes-Benz's  S-class  cars 
and  BMW's  7  series,  not  to  mention  the 
group's  own  Audi  A8.  "Some  people 
doubt  that  VW  will  be  accepted  in  this 
segment,"  says  Philipp  Rosengarten  of 
Standard  &  Poor's  DRI  in  London. 

Last  March  Piech  made  another 
questionable  move  when  he  spent  $1.6 
billion  to  acquire  19%  of  Scania,  the 
Swedish  truckmaker.  Prospects  for  syn- 
ergies between  Volkswagen's  car  and 
truck  businesses  are  scant. 

Piech  and  his  supporters  in  Wolfs- 
burg  can,  of  course,  point  to  some 
solid  successes.  Volkswagen  lost  $1.2 
billion  the  year  that  Piech  took  the  top 
job;  today  it  makes  money,  if  not  very 
much,  on  greatly  improved  sales.  The 
New  Beetle  and  those  good-looking 
Audis  (and  a  sizzling  economy)  have 
again  made  Volkswagen  a  player  in  the 
crucial  North  American  market, 
where  VW  now  gets  20%  of  its  rev- 
enues, up  from  11%  in  1998.  The 
group's  share  of  worldwide  auto  sales 
hit  12%  by  units  last  year.  Seven  years 
ago  it  was  9%. 

But  a  stronger  euro,  which  has  re- 
covered from  its  83 -cent  low  to  a  re- 
cent 94  cents,  is  going  to  raise  VW's 
bar,  says  John  Lawson  of  Schroder 
Salomon  Smith  Barney.  At  $  1 . 1 0  for  a 
euro,  those  Jettas  wouldn't  be  such 
bargains  in  California. 

Piech  seems  convinced  that  he  can 
hit  his  target  of  6.5%  pretax  return  on 
sales  before  he  goes.  This,  despite  a 
slowdown  in  car  sales  on  the  horizon,  a 
25%  overcapacity  in  western  Europe 
and  plans  at  VW  to  expand  capacity  by 
340,000  units  in  the  next  five  years. 

At  $56  a  share,  Volkswagen  is  trading 
at  a  rich  14  times  forward  earnings,  ver- 
sus an  average  of  12  for  its  peers.  Has  the 
market  fully  discounted  the  clouds  on 
Volkswagen's  horizon?  Piech  and  other 
executives  declined  interview  requests. 
Hayes  of  Goldman  Sachs  is  less  reticent. 
He  says  flatly  that  the  stock  deserves  no 
premium  to  other  volume  carmakers.  F 


Additional  reporting  by  Nathan  Vardi. 
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BY  JACK  ANDERSON 

Tax  Relief 

A YEAR  AGO  THIS  MAGAZINE  PRE- 
dicted  that  France  and  other  na- 
tions in  Europe  would  follow  the 
tax-cutting  lead  of  Germany's  Gerhard 
Schroeder.  Even  so  we  were  amazed  to  see, 
in  our  latest  Tax  Misery  Index,  the  extent 
of  the  tax-cutting  fervor  on  a  continent 
where  socialism  has  deep  roots.  The  Ger- 
mans showed  the  biggest  relief;  France — 
the  perennial  bad  actor — and  other  heavy 
taxers  have  also  lightened  up. 

Our  Tax  Misery  Index  is  simply  the 
summation  of  a  country's  key  tax 
rates — the  top  marginal  rates  on  per- 
sonal and  corporate  income,  value- 


added  taxes,  social  welfare  and  securit 
tax  rates  (paid  by  employees  and  the 
employers)  and  "supplemental"  ir 
come  or  social  taxes.  France,  for  exarr 
pie,  has  the  heaviest  tax  burden,  whe 
you  add  up  its  seven  different  taxes. 

Why  should  a  country's  voters  cai 
whether  a  few  wealthy  entrepreneurs  ai 
miserable?  Because  entrepreneurs  crea 
jobs,  and  they  do  not  have  to  creai 
them  in  their  home  countries.  As  it  hai 
pens,  unemployment  has  been  falling  i 
France,  Germany  and  Italy  along  wit 
their  tax  misery.  More  tax-cutting  m; 
lie  ahead.  The  French  finance  minist< 
has  urged  cuts  in  marginal  income  t£ 
rates  that  George  W.  Bush  would  env) 

For  other  global  measures  of  goven 
ments'  burden,  see  Web  address  below.  I 


Index  total  2001      Change  from  2000 
181.6  -6.0°/. 
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lack  Anderson  is  a  senior  partner  at  HSD  Ernst  &  Young  in  Paris. 
His  fall  report  in  FORBES  GLOBAL  is  at  www.fi)rbes.ami/global/cuts 
or  use  your  :CueCat  device  on  the  cue  code  (right). 


Chasing  Down  Profi 
Without  Chasing  Away 
Customers 


of  the  hard  learned  truths  about  the  new  fundamentals  is  that  you  can't  stray  far  from  the  old  basics  of  chasing 
holding  onto  -  new  customers. The  Internet  has  become  a  very  powerful  tool  for  putting  the  customer  first. 


/elWorld  New  York  is  where  industry  leaders  share  insights  on  successfully  leveraging  the  Internet  to  build, 
tgthen  and  retain  customers  in  a  volatile,  competitive  marketplace.  Where  they'll  access  real-time  focus  groups 
;y  market  segments,  first-time  looks  at  the  latest  research,  and  pertinent  case  studies  that  help  answer  the  hardest 
tions  facing  the  industry. 
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eVenture  Forum 

Hear  what  it  takes  to 
"make  the  deal"  from 
the  experts. 

Executive  Women's 
Forum 

Learn  about  the  challenges 
and  opportunities  of  doing 
business  in  online  travel. 

internet  Essentials  for 
Travel  Executives 

If  you're  new  to  the 
Internet,  here's  a  chance 
to  grab  the  basics  and  get 
the  most  out  of  the  on- 
going conference  sessions. 


RAVEb. 


WINNING  CONTENT 


Developed  by  an 
Advisory  Board  of 
the  industry's  top  25 

3  Keynote  Speakers 
Relevant,  timely, 
controversial 

Over  1 00  speakers 
and  panelists 

Learn  and  speak  with 
acknowledged  industry 
leaders 

42  Sessions 

The  most  comprehen- 
sive 3-day  learning/ 
networking  event  On 
the  Internet  and  new 
technology  available 
to  the  Travel  Industry 
in  2001. 
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Backsliding 

We  miss  you,  Margaret  Thatcher. 


BY  RICHARD  C.  MORAIS 

IN  1999  DANIELLE  DOWNING  RAISED 
$1.8  million  and  launched  the  Bagel 
Street  Co.  in  London.  She  hired  50 
employees  and  opened  an  East  End 
bakery  and  three  deli  shops  in  afflu- 
ent neighborhoods,  all  part  of  her  busi- 
ness plan  to  test-market  a  bagel  chain 
for  Britain. 

Downing,  who  helped  build  a  com- 
modities exchange  in  Russia,  was 
shocked  to  discover  it's  no  easier  to  run 
a  business  in  London  than  in  Moscow. 

"England  does  not  really  have  a  full- 
fledged  capitalist  economy,"  says 
Downing,  36,  an  American  emigre  who 
used  to  work  for  Salomon  Brothers. 
"The  British  regulatory  environment  is 
so  cumbersome,  I  often  spend  more 
time  trying  to  get  licenses  than  running 
my  business." 

Each  take-out  deli  she  opens  re- 
quires up  to  ten  different  licenses — per- 
mitting a  certain  type  of  window,  for 
example — and  they  initially  cost  be- 
tween $450  and  $1,300  each,  plus  an- 
nual renewal  fees  of  around  $300  a  li- 
cense. There  are  lots  of  forms,  and  then, 
once  a  shop  opens,  visits  from  bureau- 
crats such  as  the  odor-nuisance  officer. 

Downing  wants  her  small  take-out 
shop  in  Soho  to  stay  open  past  mid- 
night. The  application  for  a  "night  cafe" 
license  asks  Downing,  among  many 
other  things,  to  justify  her  desire  to  stay 
open  longer  hours  (her  answer:  to 
make  more  money).  Next,  she  must 
present  her  case  in  person  at  a  local 
government  council.  She  applied  for 
the  hearing  in  April  2000;  it  was  sched- 
uled for  December.  She  might  finally 
get  her  license  for  this  outlet  a  year  after 
she  started  the  process. 

Neosocialism  at  work.  Between 
1961  and  1981  private-sector  employ- 
ment shrank  7%  as  Britain's  public-sec- 
tor work  force  grew  22%.  Over  the  fol- 
lowing 18  years  Margaret  Thatcher  and 


Thatcher 


John  Major  rescued  the  country.  Be- 
tween them  they  cut  the  number  of 
public-sector  employees  by  31%, 
mostly  by  selling  off  government-run 
businesses  like  steel  mills  and  utilities. 
Alas,  Britain's  public-sector  head  count 
is  again  on  the  rise  (see  chart).  With  that 
trend  comes  burdens  on  the  surviving 
private-sector  employers.  Since  Tony 
Blair's  election  as  prime  minister  four 
years  ago,  new  regulations  and  tax  in- 
creases have  added  $27  billion  to  the 
costs  of  doing  business,  reports  the 
Confederation  of  British  Industry. 

Stung  by  criticism  that  he  is  run- 
ning a  nanny  state,  Blair  trumpets  his 
efforts  to  cut  back.  In  late  November 
the  government  an- 
nounced that  restau- 
rants— drum  roll, 
please — can  stay  open 
late  without  having  to 
provide  live  entertain- 
ment. But  the  tide  is 
going  the  other  way. 
According  to  one  re- 
port, the  government 
put  a  record  3,438 
new  regulations  in 
place  during  1999 
alone. 

Blair  is  supposed 
to  represent  the  Third 
Way  of  running  an 
economy,  a  compro- 
mise between  social- 
ism and  capitalism. 
To  an  entrepreneur 
like  Downing,  it's  just  another  way  of 
making  life  difficult.  Britain  now  allows 
women  18  weeks  of  paid  maternity 
leave  with  the  right  to  return  to  the 
same  job;  men  are  allowed  3  months 
of  unpaid  leave.  Blair  has  proposed  that 
working  women  receive  40  weeks  of 
paid  maternity  leave  and  the  right  to  re- 
turn to  a  part-time  job;  men  would  get 
2  weeks  of  paid  paternity  leave.  If  he  is 


reelected  after  the  election  he  must  ca 
within  the  next  six  months,  it  is  ver 
likely  this  proposal  will  become  lav 
Ostensibly,  the  government,  not  th 
employer,  foots  the  bill  for  these  leave 
(usually  through  tax  credits),  but  eithe 
way  there  is  a  drag  on  the  economy. 

Bucking  the  trend  elsewhere  in  Eu 
rope  (see preceding  story),  Britain  is  rais 
ing  taxes.  The  government  now  claim 
39.4%  of  gross  domestic  product,  u 
from  37.6%  just  before  Blair  took  offia 
"The  state  continues  to  cause  nearly  s 
much  havoc  with  private  markets  as 
did  under  the  more  familiar  national 
ization  methods  of  old,"  says  Norma 
Barry,  professor  of  political  theory  at  th 
University  of  Buckingham. 

Consider  Railtrack  Pic,  the  com 
pany  privatized  in  1996  and  operatin 
Britain's  railroad  tracks.  Decades  c 
underinvestment  during  public  own 
ership  have  taken  their  toll,  and  de 
railments  last  year  created  a  "crisis 


Big  Government  Bounces  Back 


Britain's  private  sector  has  recovered  smartly  since  I99l's 
recession,  but  for  how  long?  The  country  is  now  seeing 
the  first  increase  in  public-sector  employees  in  18  years. 
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for  the  government  to  solve.  Blair' 
newly  created  Strategic  Rail  Authorit 
now  calls  the  shots;  its  bureaucrat 
even  decide  what  the  privatized  com 
pany  will  be  investing  in  over  the  nex 
decade. 

The  story  of  the  1990s  was  the  tri 
umph  of  capitalism  over  socialism  ii 
most  of  the  world.  The  story  of  the  nex 
decade  is  going  to  be  very  different. 
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nry  Properties  Now  Available  on  Forbes.com 
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rhe  Height  Of  Splendor  In  Our  Nation's  Capital 

ocated  on  a  quiet  cul-de-sac  off  Massachusetts  Avenue  and  featuring  six 
ledrooms,  a  swimming  pool  and  tennis  court,  one  of  the  finest  homes  in 
Vashington  D  C.  $4,900,000.  Cathie  Grill,  Inc. 


ateau 

'etite  French  Normandy  castle  with  storybook  charm  nestled  in  2.67  acres. 
Courtyard  entry,  tile  roof,  seven  fireplaces,  eight  bedrooms  5  1/2  baths, 
/ledival  tower  stairwell.  $2,600,000.     Daniel  Gale  Agency,  Inc. 


pDoara  Kidge  Roaa 

his  brand-new  19-room  Georgian  stone  manor  house  in  Greenwich, 
;onnecticut,  is  set  on  nearly  four  acres  of  conservation  land. 
110,300,000.  David  Ogilvy  and  Associates 


Sears  Road  Estate 

iuilt  in  1929  for  Quincy  Adams  Shaw,  a  decendant  of  President  John 
)umcy  Adams.  It  was  magnificently  restored  by  Mark  Hampton,  introducing 
itate-of-the-art  systems  &  amenities  $25,000,000.  LandVest 


Trousdale  Masterpiece 

This  $2.8  million  Beverly  Hills  estate  has  commanding  views  of  the  city 

and  proximity  in  addition  to  upscale  shopping  and  dining. 

$2,800,000.  Hilton  &  Hyland 


Waialae  Iki  Ridge 

This  Honolulu  home  is  sited  with  views  of  the  ocean  and  Diamond  Head 
Waialae  Iki  Ridge  houses  are  preserved  World  War  II  bunkers  close  to  down- 
town Honolulu  &  Waikiki  $869,000.     Mary  Worrell  Associates 


^■■■■■■■■1 

Northway 

This  classic  1898  clapboard  mansion  on  5+  acres  is  a  Gold  Coast  gem. 
1,300'  driveway  leads  to  a  renovated  home.  6-bedrooms,  81/2  baths,  pool 
and  pool  house.  $2,950,000.  Daniel  Gale  Agency,  Inc. 


Unique  Log  Mountain  Estate 

Built  in  1990,  a  former  country  inn  includes  11  bedrooms,  11  full  baths, 
9,000  square  foot  interior  &  unobstructed  views  of  Mt.  Baldy  and  the  Wood 
River  Valley  $2,750,000.  McCann-Daech-Fenton  Realtors,  LLC 
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The  chips  may  be  Asian, 
but  the  gear  to  make 
them  is  often  American. 

BY  BENJAMIN  FULFORD 

GORDON  MOORE  MADE  HIS  fa- 
mous pronouncement  about 
the  exponential  growth  of  cir- 
cuit densities  on  semiconduc- 
tor chips.  The  formula  could 
almost  apply,  though,  to  the  sales 
growth  at  Applied  Materials,  the  largest 
of  the  companies  selling  manufacturing 
gear  to  the  chipmakers.  In  the  past 
decade  revenues  at  this  Santa  Clara, 
Calif,  firm  have  exploded  17-fold  to  $9.6 
billion  (for  the  year  ended  Oct.  29).  This 
company's  products  are  literally  all  over 
the  map.  In  some  capacity,  contends 
Chairman  James  Morgan,  "Our  equip- 
ment makes  every  semiconductor  in  the 
world,  every  day." 

Despite  its  growth  rate,  Applied  is  no 
glamour  company  in  Wall  Street's  eyes. 
At  a  recent  $52  its  shares  trade  at  22  times 
trailing  earnings,  five  percentage  points 
below  the  market  multiple.  The  multiple 
to  sales  looks  just  as  ridiculous— a  quar- 
ter that  of  Microsoft  or  Intel. 

There  is  some  logic — if  outdated — 
to  the  investor  skepticism  about  Applied: 
Making  capital  goods  is  a  cyclical  busi- 
ness and  the  computer  industry  is  enter- 
ing a  weak  patch.  But  half  the  world's 
semiconductors  now  go  to  uses  outside 
of  the  traditional  computer  industry. 

Look  at  the  powerful  forces  driving 
sales  at  a  firm  like  this  one.  Chip  manu- 
facturers have  to  keep  investing  in  the 
next  generation  of  equipment  just  to  stay 
current  with  their  peers. 

One  factor,  now  under  way,  is  yet  an- 
other round  of  miniaturization  in  chips. 
This  is  Silicon  Valley's  version  of  the  an- 
nual model  change  in  Detroit.  The  chip- 
makers  are  upgrading  from  equipment 
etching  lines  of  unimaginably  small  di- 
mension, 0.25  microns  across,  to  lines  still 
smaller,  0. 1 8  microns.  This  upgrade  dou- 


bles the  number  of  circuit  elements  (like 
transistors)  that  can  be  squeezed  onto  a 
square  inch  of  silicon. 

The  next  factor,  working  at  the  other 
end  of  the  size  scale,  is  the  increase  in  sil- 
icon wafers  from  8  inches  across  to  12 
inches.  Other  things  being  equal,  this 
doubles  the  number  of  chips  that  can  be 
cut  from  the  wafer  and  thus  lowers  per- 
chip  manufacturing  costs. 

Then  there's  a  third  upgrade  at  work. 
Chipmakers  are  shifting  from  aluminum 
to  copper  as  the  conductor  in  these  mi- 
croscopic circuits.  Copper  is  harder  to 
work  with  but  conducts  electrons  better. 
The  shift  will  occasion  many  an  order  for 
new  manufacturing  machines. 

Morgan,  62,  has  been  running  Ap- 
plied Materials  for  25  years,  since  it  was 


doing  a  mere  $40  million  a  year  in  vo 
ume.  One  of  his  striking  accomplish 
ments  is  selling  his  machinery  in  the  Fc 
East,  where  manufacturers  are  by  ins  tine 
inclined  to  favor  homegrown  supplier 
Applied  gets  half  its  sales  from  Asi« 
Morgan  calls  regularly  on  clients  like  Ta 
wan's  UMC  Group  and  the  Taiwan  Sem 
conductor  Manufacturing  Co.,  whic 
have  created  huge  foundries  at  home  an 
elsewhere  in  the  region.  Factories  in  Tai 
wan,  China  and  Southeast  Asia  now  ac 
count  for  30%  of  world  chip  productior 
Morgan  has  been  looking  across  th 
Pacific  since  the  early  1980s,  when  h 
drew  laughs  by  citing  Japan  as  an  emerg 
ing  semiconductor  power.  Now,  he  say: 
China  will  support  a  $125-billion  do 
mestic  electronics  market  by  2004  an> 
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land  $3  billion  to  $5  billion  a  year  in 
liconductor  manufacturing  gear.  If  so, 
goal  to  double  Applied's  sales  within 
;e  to  five  years  sounds  modest. 
Key  to  achieving  this  goal  is  David 
lg,  who  runs  worldwide  marketing  for 
company  and  was  born  in  China  and 
ed  in  Taiwan.  Along  with  Applied's 
adent,  Daniel  Maydan,  and  a  third  sri- 
st,  Wang  invented  in  the  early  1980s 
basic  design  for  semiconductor  man- 
:turing  equipment  used  around  the 
Id  today.  (An  early  machine  thus  built 
i  display  at  the  Smithsonian  in  Wash- 
on.)  Scientists,  previously  at  Bell  Labs, 
for  Applied  because  they  wanted  to 
/e  from  theory  to  practice. 
Applied  hit  some  serious  cyclical  and 
ipetitive  bumps  in  the  years  after 
t  innovation,  as  complacency  and 
s  of  capital  put  U.S.  industry  at  a  dis- 
antage.  By  the  early  1990s  it  was 
lg  pummeled  by  Tokyo  Electron  at 
same  time  the  chip  industry  was  in 
:ssion,  and  sought  government  help 
he  form  of  an  import  quota.  What- 


ever you  think  of  the  policy,  Morgan 
made  the  most  of  the  breathing  room. 
Now,  with  at  least  a  20%  world  market 
share,  Applied  is  double  the  size  of 
Tokyo  Electron,  its  nearest  competitor. 

Since  1980  the  scientists  at  Applied 
have  been  able  to  introduce  81  different 
types  of  production  machinery.  Credit  a 
cultural  fusion  "combining  the  creativ- 
ity of  American  scientists  with  the  con- 
stant incremental  improvements  made 
by  our  technicians  in  Japan,"  says  Wang. 

The  competition  can  only  hope  to 
emulate  this  internationalization.  "We 
have  tried  to  get  the  same  effect  by  setting 
up  five  R&D  centers  in  the  U.S.  and  incor- 
porating Americans  into  our  manage- 
ment," says  Tetsuo  (Tom)  Tsuneishi,  ex- 
ecutive vice  president  of  Tokyo  Electron. 

Dan  Maydan  notes  that  even  though 
chip  factories  now  cost  $2.5  billion,  com- 
pared with  $500  million  a  decade  ago, 
they  can  be  set  up  in  as  little  as  three 
months,  a  process  that  used  to  take  a  year. 
They  also  produce  more — more  chips 
and  faster  chips.  And  so,  despite  the  stag- 


gering capital  investment,  the  electronics 
industry  is  able  to  make  its  gadgets  either 
cheaper  or  more  powerful  or  both.  This 
is  the  financial  corollary  to  Moore's  Law: 
The  consumer  enjoys  a  powerful  expo- 
nential decline  in  computing  costs. 

At  some  point,  the  kind  of  computing 
power  confined  to  mainframes  a  decade 
ago  will  be  available  in  cheap  telephone 
handsets  sold  in  China.  "Soon  you  will 
have  mobile  phones  that  you  talk  to  in 
English  while  the  person  on  the  other 
side  hears  Japanese,"  Maydan  says,  with 
only  a  little  exaggeration.  Certainly  the 
chips  are  powerful  enough;  it  is  only  the 
linguistic  algorithms  that  are  missing. 

On  Wall  Street  technology  is  in  a 
rout;  Applied's  shares  are  down  by  more 
than  half  from  their  $115  peak  in  April. 
Out  on  the  semiconductor  fabrication 
lines,  though,  technology  is  steaming 
ahead,  and  Applied  Materials  is  getting 
more  than  its  share  of  the  business. 
Morgan's  company  is  going  to  live 
through  the  next  cyclical  decline  as  it 
did  the  last  one.  F 
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As  your  company's  key  strategist,  you  know 
how  critical  it  is  to  make  the  right  decision  at 
the  right  time.  So  who  do  you  turn  to  when 

the  stakes  are  rising  and  the  army  is  low? 
Proven  professionals  like  yourself,  of  course. 

RHI  Management  Resources,  the  premier 
provider  of  senior-level  accounting  and 
financial  project  consultants,  guarantees  you 
practical  experience  on  projects  ranging  from 
interim  financial  management  and  accounting 
systems  implementation  to  mergers  and 
acquisitions. 

Our  professionalism  and  trusted  reputation 
have  earned  us  the  ability  to  attract  and  retain 
the  most  qualified  executives.  Call  us  to  set 
your  strategy  and  reduce  your  risk. 

888.400.7474 
www.  rhimr.com 
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The  50  Most  Powerful  Dealmaker 


THE  WINNER 


The  Man  With  the 

Golden  Touch 

At  a  time  when  the  investing  public  has  given  up  the  venture  capital- 
ists for  dead,  the  smart  ones  are  busy  funding  the  next  round  of 
technological  innovation.  Vinod  Khosla  is  as  busy  as  ever. 


BY  CARLEEN  HAWN 

THE  NASDAQ  STILL  STRUGGLES 
after  enduring  its  worst  year 
ever.  Initial  public  offerings 
have  shut  down.  More  than 
40,000  people  who  joined 
dot-coms  this  past  year  have  lost  their 
jobs,  and  91  Web  companies  have  gone 
bust.  Hints  of  recession  are  everywhere. 

But  have  faith:  The  Internet  Revolu- 
tion is  real,  and  it  ain't  anywhere  close 
to  being  over.  Right  now  dealmakers  in 
Silicon  Valley,  Seattle,  Boston  and  else- 
where are  knee-deep  in  the  capital 
stream,  panning  for  the  flecks  of  gold 
that  could  become  the  next  Cisco,  Mi- 
crosoft or  Oracle.  Plenty  of  cash  fuels 
their  quest — some  $37  billion  still 
flowed  into  venture  capital  funds  after 
technology  stocks  plunged  last  April. 
The  capital  invested  in  new  companies 
rose  40%  in  the  first  nine  months  of 


last  year  to  $52  billion.  A  total  of  5,380 
new  companies  got  funded  in  2000. 
Most  of  them  will  fail,  as  always,  but 
from  a  few  survivors  enormous  new 
wealth  will  flow. 

"This  is  a  reckoning,  but  this  is  no 
time  to  retreat,"  says  Vinod  Khosla,  su- 
perstar partner  in  VC  firm  Kleiner 
Perkins  Caufield  &  Byers  in  Menlo 
Park,  Calif.  "The  Tech  Wreck  is  a  stock- 
market  phenomenon  caused  by  fear 
and  greed.  It  doesn't  change  the  under- 
lying cycle  of  technology  innovation. 
That's  the  Tech  Trend." 

Khosla,  46,  has  made  a  career  of  de- 
termining which  companies  will  thrive. 
Lower-profile  and  less  loquacious  than 
John  Doerr,  his  headline-happy  part- 
ner, Khosla  has  rivaled  Doerr's  impres- 
sive record  in  1 5  years  in  the  business. 
Mining  the  extreme  fringe,  Khosla  has 
funded  some  futuristic  flops — pen- 


^^"The  venture  industry  is  larger  today  than  ever 
before,  in  numbers  and  capital.  Our  ability  to 
promote  innovation  and  job  creation  is  higher 
today  than  at  any  other  point  in  our  history." 

—  ROBERT  EMERY,  CHIEF  EXECUTIVE,  ROBERTSON  STEPHENS 


based  computers,  interactive  games  an 
such.  But  he  also  has  backed  some  c 
the  richest  payoffs  in  high-tech. 

In  the  past  few  years  he  has  turne< 
roughly  $50  million  in  early  invest 
ments  into  $15  billion  on  just  half 
dozen  makers  of  breakthrough  telecori 
gear — Juniper,  Cerent,  Corvis,  Extrem 
Networks,  Siara  and  Lightera.  Khosl 
sees  even  bigger  payoffs  ahead.  The  fu 
ture  lies  in  broadband,  so  he  bets  oi 
telecom  infrastructure  (Zambeel),  opti 
cal  networking  (Iolon)  and  softwar 
aided  by  networking  (Asera). 

Khosla's  investment  success,  botl 
for  himself  (he  is  a  billionaire)  and  hi 
partners,  is  a  key  component  of  his  ap 
pearance  at  the  top  of  our  Midas  List  o 
venture  capital  power  brokers  (see  p 
88).  But  it  isn't  just  raw  returns  that  eari 
these  people  a  place  on  the  list;  th 
breadth  and  depth  of  involvement  ii 
successful  ventures  go  into  ou 
formula.  Midas  members  in 
elude  entrepreneurs  and  th 
angel  investors  who  nurtur* 
their  ideas,  the  venture  capital 
ists  who  fund  them,  the  techni 
cal  advisers  who  pass  judgmern 
on  their  technology  and  tht 
lawyers  who  patent  it,  and  th< 
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investment  bankers  who  gift  wrap  the 
whole  package  and  sell  it  to  the  public. 

None  is  shrewder  than  Vinod 
Khosla  (pronounced  "vih-NODE 
KOE-sla").  He  was  born  in  1955  into  a 
military  family  in  New  Delhi,  far  from 
India's  future  "tech  capital"  of  Banga- 
lore. He  earned  degrees  from  some  of 
the  world's  best  tech-sawy  institu- 


tions— the  Indian  Institute  of  Technol- 
ogy, Carnegie  Mellon  in  Pittsburgh  and 
the  Stanford  business  school  in  north- 
ern California.  After  Stanford  he  and  a 
Ph.D  candidate,  Andy  Bechtolsheim, 
divined  the  idea  that  led  them  to  found 
Sun  Microsystems  in  1982. 

Khosla  ran  Sun  until  1984,  when  he 
was  eased  out  and  was  replaced  by  his 


M.B.A.  classmate  and  pal,  Scott  Mc 
Nealy.  Just  30  at  the  time,  Khosla  coul 
have  retired,  but  Doerr  persuaded  hii 
to  work  "part  time"  for  Kleiner  Perkin 
"Staying  at  Kleiner  was  never  in  th 
plans,"  says  Khosla,  who  had  hoped  t 
return  to  far-out  research. 

Then  the  first  of  Khosla's  four  chi 
dren  was  born  in  1988,  and  he  decide 


THE  TOP  50 


Tech's  Best  Venture  Investors 

Go  to  www.forbes.com/midas  for  the  complete  list  of  100  names. 


1  VINOD  KHOSLA,  46,  VC, 
Partner,  Kleiner  Perkins 
Caufield  &  Byers.  deals: 
Juniper  Networks,  Extreme 
Networks,  Cerent,  Siara. 

2  SETH  NEIMAN,  46,  VC, 
Managing  Partner,  Crosspoint 
Venture  Partners,  deals. 
Brocade,  Foundry  Networks. 

3  L.JOHN  DOERR,  49,  VC, 
Partner,  Kleiner  Perkins 
Caufield  &  Byers.  deals: 
Amazon.  Netscape, 
Handspring. 

4  LAWRENCE  SONSINI,  60, 
LAWYER.  Chairman,  Wilson 
Sonsini  Goodrich  &  Rosati. 
deals:  Brocade.  Palm,  Agilent. 

5  CHRISTOPHER  SCHAEPE,  36, 
VC,  General  Partner,  Light- 
speed  Venture  Partners,  deals: 
Brocade,  Ciena,  Terayon. 

6  DAVID  COWAN.  34,  VC, 
Managing  Partner,  Bessemer 
Venture  Partners.  DEALS: 
Ciena,  VeriSign,  Register.com. 

7  RICHARD  KRAMLICH,  65,  VC, 
General  Partner,  New 
Enterprise  Associates,  deals: 
Healtheon/WebMD.  Grand 
Junction  Networks. 

8  JAMES  GA!THER.63,VC, 
Managing  Director,  Sutter  Hill 
Ventures  deals:  Siebel, 
Nvidia,  BroadVision. 

?  ;j9 GEOFFREY  Y.;?<3  41.  VC. 
Founding  Partner.  Redpoint 
Ventures,  deals:  Foundry 
Networks,  Shasta  Networks. 

10  ROBERT  KAGLE.  45,  VC 
General  Partner,  Bsr 
deals:  Ariba,  Ebay,  Sym 


11  FRANK  QUATTRONE.  45, 
BANKER,  Managing  Director, 
Credit  Suisse  First  Boston 
Technology  Group,  deals: 
Handspring,  Corvis, 
Openwave. 

12  THOMAS  WEISEL,  59, 
BANKER,  Chairman,  Thomas 
Weisel  Partners,  deals:  Yahoo, 
Sycamore,  JDS  Uniphase, 
Siebel  Systems. 

13  MICHAEL  MORITZ,  45,  VC, 
Partner,  Sequoia  Capital. 
DEALS:  Yahoo,  Agile  Software. 

14  ANTHONY  SUN,  48,  VC. 
Managing  General  Partner, 
Venrock  Associates,  deals: 
Stratacom,  Lightera  Networks. 

15  WILLIAM  STENSRUD,  50,  VC, 
General  Partner,  Enterprise 
Partners,  deals:  GlobeSpan, 
Juniper,  Packeteer. 

16  IRWIN  FEDERMAN,  65,  VC, 
General  Partner,  U.S.  Venture 
Partners,  deals.  Check  Point 
Software,  Nuance 
Communications. 

17GARYRIESCHEL,44,  VC. 
Executive  Managing  Director; 
Softbank  Venture  Capital. 
DEALS:  VeriSign,  Net2Phone. 

18  ROGER  MCNAMEE,  44,  VC, 
General  Partner,  Integral 
Capital  Partners,  deals: 
Sycamore  Networks,  Inktomi. 

19  BRADFORD  K0ENIG.42, 
BANKER,  Managing  Director. 
Goldman  Sachs,  deals: 
Exodus,  Kana,  Actuate. 


20  PAUL  FERRI,  62,  VC, 
General  Partner,  Matrix 
Partners,  deals:  Cascade 
Communications,  Sycamore. 

21  MICHAEL  GRIMES,  34, 
BANKER,  Managing  Director, 
Morgan  Stanley  Dean  Witter. 
deals:  Agilent,  Brocade 
Communications. 

22  TERENCE  GARNETT,  43,  VC, 
Managing  Director,  Garnett 
Capital.  DEALS:  Siebel,  Check 
Point  Software,  Niku. 

23  JUDITH  O'BRIEN.  50, 
LAWYER,  Managing  Director, 
Incubic.  deals:  Juniper, 
Granite  Systems,  Monterey 
Networks. 

24  PROMOD  HAQUE,  52,  VC. 
General  Partner,  Norwest 
Venture  Partners.  DEALS: 
CoSine  Communications, 
Advanced  Fibre  Networks. 

25  JOHN  MUMFORD,  57,  VC, 
Founding  Partner,  Crosspoint 
Venture  Partners,  deals:  Ariba, 
Connectify. 

26  EFF  MARTIN.  52,  BANKER, 
Managing  Director,  Goldman 
Sachs,  deals:  Inktomi,  Juniper. 

27  JAY  HOAG,  42,  VC, 
General  Partner.  Technology 
Crossover  Ventures,  deals: 
Ariba,  Cnet,  Ascend. 

28  ANDREW  RACHLEFF,  42,  VC, 
General  Partner,  Benchmark. 
deals:  CacheFlow,  Equinix. 

29  CLIFFORD  HIGGERSON.  61, 
VC,  Partner,  ComVentures. 
DEALS:  Ciena,  Digital  Island. 


30  CHARLES  CORY,  45,  BANKER 
Managing  Director,  Morgan 
Stanley  Dean  Witter,  deals: 
Applied  Materials,  Agilent. 

31  MICHAEL  HOMER  42,  ANGEL 
deals:  Netscape,  Palm,  TiVo. 

32  GORDON  DAVIDSON.  52, 
LAWYER,  Chairman,  Fenwick 
&  West.  DEALS:  Exodus 
Communications,  VeriSign. 

33  ROBERT  EMERY,  39,  BANKER 
Chief  Executive,  Robertson 
Stephens,  deals:  ONI  System; 
Vignette,  Abgenix. 

34  LAWRENCE  CALCANO,  38, 
BANKER,  COO,  High  Tech 
Group,  Goldman  Sachs,  deals 
Check  Point,  Ciena. 

35  TODD  BROOKS,  40,  VC, 
General  Partner,  Mayfield 
Fund,  deals  Brocade,  Avanex 

36  TIMOTHY  BARROWS,  43,  VC, 
General  Partner,  Matrix 
Partners,  deals:  Sycamore 
Networks,  SilverStream 
Software. 

37  JAMES  BREYER,  39,  VC, 
Managing  Partner,  Accel 
Partners,  deals:  Real  Networks 
Redback  Networks. 

38  ROBERT  GUNDERSON  JR.,  4£ 
LAWYER,  Founding  Partner, 
Gunderson  Dettmer.  DEALS: 
Redback,  Ariba. 

39  STEVEN  KRAUSZ.  45,  VC. 
U.S.  Venture  Partners,  deals: 
Verity,  Check  Point. 

40  PAUL  CHAMBERLAIN,  37, 
BANKER.  Managing  Director, 
Morgan  Stanley  Dean  Witter. 
deals:  Ariba;  Palm. 
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stable"  career  in  venture  capital  was 
ifer  bet.  He  spent  a  decade  at  Kleiner 
the  firm  prospered,  and  by  1995 
osla,  Doerr  and  other  partners  set 

the  race  to  the  Internet  bubble  by 
:king  Netscape.  It  went  public  16 
inths  after  its  founding. 

Khosla  also  backed  Web  portal  Ex- 
?,  while  Doerr  pushed  cable-modem 


marketer  AtHome,  Amazon.com  and 
Healtheon  (now  WebMD).  Excite  and 
AtHome  later  joined  in  a  Hail  Mary 
merger,  and  a  faltering  Netscape  sold 
out  to  America  Online.  Together  Ama- 
zon, WebMD  and  ExciteAtHome  have 
lost  $52  billion  of  market  value. 

While  Doerr  ran  into  turbulence, 
Khosla  has  assembled  a  stable  of  lasting 


blockbusters  the  likes  of  which  the  ven- 
ture community  has  rarely  seen.  Since 
summer  1999,  Khosla  has  seen  three  of 
his  optical  networking  outlets — Ex- 
treme Networks,  Juniper  and  Corvis — 
go  public  on  the  Nasdaq.  Even  off  50% 
to  80%  from  their  highs,  their  combined 
market  cap  approaches  $60  billion. 
The  investing  public  is  not  very  in- 


.YOGEN  DALAL,50,VC, 
Managing  Partner,  Mayfield 
Fund,  deals:  Nuance 
Communications,  BroadVision. 

JAMES  BARKSDALE,  58,  VC, 
FOUNDER,  The  Barksdale 
Group,  deals:  Netscape,  Palm. 

WILLIAM  SAVOY,  36,  VC, 
President,  Vulcan  Ventures. 
deals:  CNET,  Charter  Cable. 

■  EDWARD  ANDERSON,  51.  VC, 
Managing  General  Partner, 
North  Bridge  Venture  Partners. 
deals:  Cascade,  Arris 
Networks. 

i  TENCH  COXE,  43,  VC, 
Managing  Director,  Sutter  Hill 
Ventures,  deals:  Network 
Appliance,  Alteon 
WebSystems. 

i  JEFFREY  CHRISTIAN,  45, 
RECRUITER,  Chairman, 
Christian  &  Timbers,  deals: 
Netscape,  Milage,  Yahoo. 

'JOHN  DEAN,  53,  BANKER, 
Chief  Executive  Officer,  Silicon 
Valley  Bank.  DEALS:  Ariba, 
Critical  Path. 

I KANWAL  REKHI,  55,  ANGEL. 
DEALS:  Exodus,  Instantis. 

I  ROGER  EVANS,  55,  VC, 
General  Partner,  Greylock. 
DEALS:  Ascend,  Openwave. 

)  ROBERT  DAVOLI,  52,  VC, 
Managing  Director,  Sigma 
Partners,  deals:  Vignette,  web- 
Methods,  StorageNetworks. 


he  Midas  Rules 

rhe  rankings  for  the  inaugural 
Midas  List  were  based  on  exten- 
sive FORBES  reporting  and  sur- 
s  sent  to  several  hundred  potential 
members.  For  each  member,  we 
:u!ated  tne  performance  of  all  ven- 


Spin  Doctor 

L.  JOHN  00ERR. 
Popularized  the  venture 
business  by  launching  (and 
hyping)  Amazon,  Handspring, 
AtHome  and  Netscape.  The 
next  generation:  Google, 
Elance,  MyCFO. 


At  law  firm  Cooley  Godward 
counseled  Siebel  and  NVidia. 
Switched  from  briefs  to  bucks 
in  July  when  he  joined  Sutter 
Hill.  His  big  bet  now:  software 


iLIUjUMUllB 


Elder  Statesman 

Best  VC  in  Boston  has  been  at 
it  25  years.  Backed  Apollo, 
Cascade  and  Sycamore 
Networks.  Steered  clear  of 
dot-coms. 


First  Musketeer 

FRANK  GU'ATTRONE 
With  partners  William  Brady 
and  George  Boutros,  has 
redefined  the  meaning  of  the 
word  "l-banker."  Did  Ascend, 
Phone.com,  E.piphany. 


Mr.  Bean 

Outgoing  chief  executive  of 
high  tech's  leading  lender: 
42%  of  public  venture-backed 
firms  nationwide  borrow  from 
his  Silicon  Valley  Bank. 


ture-backed  companies  through  Dec. 
29, 2000.  Companies  must  have  gone 
public,  merged  or  been  acquired  after 
August  1995  to  be  eligible.  We  awarded 
points  based  on  how  involved  candi- 
dates were  in  each  company  both 
before  and  after  the  primary  liquidity 
event.  We  then  multiplied  scores  by  the 


market  valuation  of  the  company  both 
at  the  time  of  the  offering,  merger  or 
acquisition  and  on  Dec.  29.  The  sum  of 
these  figures  is  a  fairly  accurate  mea- 
sure of  a  candidate's  record  of  creating 
wealth.  Carleen  Hawn  edited  the  list, 
which  was  produced  by  staffers  Luisa 
Kroll,  Erika  Brown,  Jennifer  Godwin, 


Samantha  Lee  and  Nicole  Ridgway. 
Special  consultant  Jean  Yaremchuk  of 
research  firm  VentureOne  calculated 
the  rankings.  Thanks  to  Silicon  Valley 
bureau  contributors  Elizabeth  Uorco- 
ran,  Kerry  Dolan,  Quentin  Hardy,  intern 
Sara  Henderson  and  IT  consultant 
Brandon  Russell. 
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terested  in  this  sector.  Only  16  tech  outfits 
went  puhlic  in  the  fourth  quarter  of  2000, 
down  from  67  in  the  first  quarter,  says 
Venture  One  Corp.  But  what  looks  dead 
from  the  outside  is  teeming  with  activity 
on  the  inside.  Acquisitions  of  venture- 
backed  firms  jumped  26%  to  365  last 
year.  "Fundamentally,  the  technology 
market  is  strong,  and  it  has  had  a  huge 
impact  on  the  economy.  The  innovation 
cycles  are  accelerating.  What  we  saw  in  the 
last  ten  years  is  peanuts  compared  to  what 
we'll  see  in  the  next  ten,"  Khosla  says. 

That  perspective  was  missing  in  the 
Web  frenzy,  and  the  industry  suffered  for 
it,  he  says.  Everyone  tried  to  boot  up  and 
cash  out;  ventures  with  little  intrinsic 
value  clogged  the  markets.  "We  threw 
caution  to  the  wind,"  he  laments.  "Dis- 
crimination was  as  visible  as  the  Loch 
Ness  monster." 

In  the  aftermath  dozens  of  tech  com- 
panies have  perished.  But  the  high  casu- 
alty rate  is  endemic  to  the  life  cycle  of  ven- 
ture investing.  As  PCs  began  to  take  hold 
in  early  1980s,  hordes  of  makers  swarmed 
after  the  business;  only  a  handful  sur- 
vived, but  they  created  huge  wealth.  Now 
is  no  time  for  wimpery.  "Tremendous 
value  will  be  created,  but  not  through  the 
mania  of  the  dot-com  world,"  Khosla 
says.  "Businesses  and  technology-leads 
take  time  to  build." 

Khosla  says  the  real  revolution  will 
take  hold  when  old  companies  infuse 
their  business  with  digital  tools.  His  pay- 
off comes  in  funding  the  firms  that  try  to 
enable  that.  "Startups  must  make  a  fun- 
damental economic  contribution  to  be 
durable,"  he  says.  "If  you  build  a  company 
that  does  that,  you  power  through  the  up 
and  down  cycles  of  the  market." 

So  he  is,  if  anything,  doubling  up  on 
his  bets.  In  1999  he  funded  Corio,  a  so- 
called  application  service  provider  that 
hosts  personnel  and  financial  planning 
tasks  for  businesses.  Corio  went  public  in 
July.  Its  shares  are  down  72%  from  their 


high.  Kleiner  Perkins  already  owns  10% 
of  the  company,  yet  in  November  Khosla 
spent  $3. 1  million  of  his  own  money  to 
buy  shares  worth  another  2%. 

"I'm  not  worried  about  risk,"  he  ex- 
plains. "The  best  thing  that  happened  to 
Corio  is  that  the  category  tanked.  Its  com- 
petition dried  up!  I  am  worried  about 
people  becoming  gun-shy  about  funding. 
But  one  of  the  advantages  of  that  is  only 
good  ventures  get  funded." 

For  now  money  is  plentiful  but  tal- 
ent isn't.  Gone  are  the  days  of  veteran 
chief  executives  vacating  cushy  corpo- 
rate jobs  for  the  promise  of  the  big  pay- 
off of  a  public  offering.  This  makes 
Khosla's  job  harder.  "What  matters  now 
is  experience,  and  coaching  and  mentor- 
ing of  the  entrepreneur.  Talent  is  the 
scarcest  commodity." 

Last  spring  Khosla  began  pushing  one 
of  his  proteges,  Zaplet,  to  redouble  its 
fundraising  efforts.  Zaplet  peddles  soft- 
ware for  interactive  e-mail,  and  Khosla 
thinks  "Zaplets"  could  become  an  entirely 
new  platform  for  enterprise  software. 
Others  concur:  In  October  Zaplet  raised 
$90  million.  In  these  bleak  times  the 
money  will  have  to  last  a  year  and  a  half. 

Khosla  sees  Zaplets  as  the  start  of  an- 
other trickle-down  cycle.  "People  will  use 
Zaplets  because  there  is  an  economic  re- 
turn for  their  business.  If  Zaplets  will  be 
bought,  then  networks  will  be  built,  and  if 
networks  are  built,  then  bandwidth  will 
be  bought.  And  if  bandwidth  is  bought, 
then  carriers  will  buy  equipment  to  fund 
the  growth." 

Between  now  and  then,  the  corporate 
casualties  will  almost  certainly  outnum- 
ber those  who  thrive.  More  people  will 
lose  money  than  make  money.  But  in  the 
end,  more  money  will  be  made  than  lost. 
Investors  should  hang  on.  Those  who 
steel  themselves  stand  to  be  richly  re- 
warded. 

As  Vinod  Khosla  puts  it:  "One  Cisco 
makes  up  for  a  lot  of  losers."  F 


THE  NEW  GUARD 


The 
McCaw 
Mafia 

Tom  Alberg 
and  a  clique  of 
McCaw  alumni 
are  backing  the 
next  wireless 
revolution. 


BY  NICOLE  RIDGWAY 

THOMAS  ALBERG  STILI 
basks  in  his  first  big  in- 
vestment coup:  Aftei 
meeting  an  untested  entrepre- 
neur named  Jeffrey  Bezos  in 
1995,  he  put  $50,000  into  a  far- 
fetched idea  to  sell  books  ovei 
the  Internet.  A  wager  worth  $4C 
million  today. 

Amazon.com  has  had  its 
troubles,  but  Alberg  has 
thrived.  A  managing  director  at 
one  of  Seattle's  largest  venture 
funds,  the  $250  million 
Madrona  Venture  Fund  I,  he 
also  is  part  of  the  "McCaw 
Mafia,"  a  loose  confederation 
of  McCaw  Cellular  alumni  who 
have  carved  an  indelible  mark 
on  Seattle's  economy. 

They  learned  at  the  hands 
of  Craig  McCaw,  a  masterful 
dealmaker  and  brazen  risk 
taker.  "He  was  not  afraid  to 
challenge  big  companies  that 


^^"The  great  successes  are  made  by  people  who  can  see  so  far  ahead  the^ 
can't  explain  what's  on  the  other  side.  We  have  a  code  phrase:  'the 
genetic  defect' 


SETH  NEIMAN,  MANAGING  PARTNER,  CROSSPOINT  VENTURE  PARTNERS 


90     FORBES"  February  19,  2001 


mas  Alberg  and  his  Seattle  clique  are  putting  their  cellular  riches  right  back  into  the  airwaves. 


ninate  industries,"  Al- 
l  says,  "because  McCaw 
eved  [startups]  are  more 
n  to  new  technologies." 
;r  Alberg  helped  negoti- 
McCaw  Cellular's  dis- 
s  sale  to  AT&T  in  1994,  a 
dozen  McCaw  execu- 
s  became  instant  multi- 
lionaires,  and  most  of 
;e  ended  up  leaving  the 
lpany.  Now  these  cellular 
ns  spread  their  wireless 
1th  across  the  Pacific 
thwest,  vying  to  create 
lorrow's  Microsoft. 
Craig  McCaw  has  stakes 
toctel,  XO  Communica- 
is  and  Teledesic  and  in- 
s  elsewhere  through  his 
le  River.  Rufus  Lumry 
an  old  McCaw  chief  fi- 
cial  officer,  runs  angel 
i  Acorn  Ventures.  An- 
er    ex-finance  boss, 


Steven  Hooper,  cofounded 
Ignition  Corp.,  a  fund  for 
wireless  investments.  Long- 
time McCaw  consigliere 
Wayne  Perry  runs  Edge 
Wireless,  which  sells  AT&T 
wireless  services  in  rural 
markets.  Keith  Grinstein 
founded  Second  Avenue 
Partners,  and  former 
McCaw  dealmakers  Scott 
Anderson  and  Scot  Jarvis 
formed  their  own  venture 
shop,  Cedar  Grove. 

This  clique  would  rather 
collude  than  compete.  "It's 
not  a  group  broadcast.  It's 
more  like,  'Who  might  want 
to  be  in  this?'"  Perry  ex- 
plains. Taking  the  advice  of 
"Roof  Lumry,  Perry  and 
Hooper  made  a  killing  on 
early  hit  Infospace.com, 
which  links  content  to  wire- 
less devices  and  Web  sites. 


Alberg,  61,  earned  his  law 
degree  at  Columbia  Univer- 
sity and  worked  for  20  years 
in  securities  law  before  join- 
ing McCaw  as  an  executive 
vice  president  in  1990.  He 
trained  in  a  company  teeter- 
ing on  the  edge,  piling  up 
suicidal  levels  of  debt  to 
fund  a  rapid-fire  rollout  of 
cell  sites. 

"We  got  close  to  the  edge 
a  couple  of  times,"  Alberg 
says.  "McCaw  was  viewed  as 
a  great  risk  taker,  but  we 
were  also  very  much  infused 
with  a  sense  that  we  have  to 
be  careful,  too." 

By  1993  McCaw  could  no 
longer  go  it  alone.  Alberg  and 
Perry  negotiated  the  terms  of 
surrender:  AT&T's  acquisition 
of  the  company  for  $  1 1 .5  bil- 
lion (plus  $5  billion  in  as- 
sumed debt).  Alberg  went  on 


to  run  McCaw's  Lin  unit.  He 
bailed  out  in  1995  and,  with 
three  non-McCaw  partners, 
formed  a  private  fund  ini- 
tially named  Madrona  In- 
vestment Group.  The  part- 
ners seeded  a  total  of  $10 
million  across  50  fledgling 
firms — and  raked  in  $74 
million  in  payouts  over  four 
years  (not  counting  the  parts 
of  the  portfolio  that  hadn't 
been  sold  or  taken  public). 

Much  of  that  fat  came 
from  Alberg's  Amazon  bet 
and  two  other  early  deals: 
Visio,  a  maker  of  graphics 
software  that  Microsoft  ac- 
quired for  $1.5  billion  in 
stock  last  year;  and  Active 
Voice,  a  voice-mail  developer 
that  Cisco  is  buying  for  $296 
million  in  stock. 

In  1999  Madrona  set  out 
to  raise  a  $100  million  ven- 
ture fund.  It  ended  up  with 
$250  million — 25  times  the 
size  of  the  original  war  chest. 
Just  one  problem:  Ma- 
drona's  new  fund  realized  a 
measly  2.6%  internal  rate  of 
return  in  the  past  year.  This 
is  not  a  good  place  for  impa- 
tient investors. 

Alberg  still  wants  to  take 
some  chances — and  take 
McCaw  alumni  along  with 
him.  Madrona  invested 
$600,000  a  year  ago  for  less 
than  1%  of  Airbiquity,  a 
company  that  makes  tech- 
nologies for  the  simultane- 
ous transmission  of  voice 
and  data  on  wireless  devices. 
Last  month  Airbiquity  raised 
$7.5  million  more  from 
McCaw  castoffs  Perry, 
Hooper  and  Lumry  and 
other  investors. 

Alberg  and  Hooper  often 
look  at  deals  together.  In 
1999  Alberg  introduced 
Hooper  to  Brad  Silverberg,  a 
former  Microsoft  honcho. 
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das  List 


Hooper  and  Silverberg  later 
cofounded  Ignition,  with  Sil- 
verberg in  the  chief  executive 
slot.  Alberg  then  put  $5  mil- 
lion of  Madrona  money  into 
Ignition's  $140  million  fund, 
and  the  two  firms  coinvested 
in  Ignition's  first  deal,  a  wire- 
less e-mail  service,  Etrieve. 

It  gets  downright  inces- 
tuous. Alberg  backs  Tera- 
beam,  which  uses  laser 
beams  to  zap  data  from  one 


building  to  another.  He  put 
up  an  initial  $75,000  after 
seeing  a  prototype  in  1998, 
getting  shares  at  9  cents 
apiece;  he  injected  $5.2  mil- 
lion more  in  two  later 
rounds,  at  50  cents  a  share  in 
1999  and  $3.75  last  year.  An- 
other investor  is  ex-McCaw 
man  Keith  Grinstein  of  Sec- 
ond Avenue  Partners  (who 
operates  out  of  the  same  of- 
fice building  as  Alberg). 


Elsewhere,  Madrona  re- 
cently invested  $7.5  million 
in  Impinj,- which  makes  low- 
power  chips  for  wireless  gad- 
gets. Nimble  Technology,  a 
developer  of  Web  software 
for  data  integration,  is  also  a 
recent  Madrona  bet. 

How  many  wagers  will 
pay  off?  Madrona  has  in- 
vested $105  million  in  46 
firms,  leaving  $145  million 
to  keep  its  portfolio  afloat 


and  find  new  opportunitie; 
It  will  take  a  while  before  th 
new-issues  market  recover; 
and  in  the  meantime  som 
companies  will  die  off.  Say 
Alberg:  "If  they  haven' 
made  enough  progress  to 
ward  profitability  or  revenu 
growth,  we're  going  to  loo 
for  somebody  to  buy  therr 
Ultimately  some  companie 
will  essentially  go  out  a 
business."  I 


Cool  Heads 

As  high  tech  gets  the  chills,  hardy  Boston 
VCs  like  Edward  Anderson  brace  for  winter. 


BY  LUISA  KR0LL 

QN  APTLY  NAMED  WINTER 
Street  in  a  suburb  of  Boston, 
ice  clings  to  bare  trees  and 
muddy  snow  mars  the  ground.  In 
an  unremarkable  office  building 
one  floor  above,  Edward  Anderson 
ignores  a  nasty  head  cold  and  scru- 
tinizes the  expense  budgets  of  a 


handful  of  private  companies.  He 
slogs  it  out  in  what  seems  like  the 
Siberia  of  venture  capital. 

Boston  invented  technology  venture 
capital,  with  the  creation  in  1946  of  the 
first  formal  venture  firm,  American  Re- 
search &  Development.  Under  Georges 
Doriot  ARD  made  one  of  the  greatest 
bets  of  all  time — turning  a  $70,000  in- 


Longtime  Boston  VCs 
Rich  D'Amore  and  Ed 
Anderson  have  weathered 
cold  snaps  before. 

vestment  in  1957  ii 
Digital  Equipmen 
Corp.  into  $400  mil 
lion  a  dozen  years  latei 
Boston's  Route  12. 
was  home  not  just  ti 
the  minicomputer  rev 
olution  but  to  early  de 
velopments  in  won 
processing,  spread 
sheets,  networks  am 
computer-aided  de 
sign.  Then  it  was  lef 
out  in  the  cold,  as  Sili 
con  Valley  created  th 
microchip  revolutioi 
and  just  about  all  th 
other  excitement  of  th 
1980s  and  1990s,  down  to  the  dot-con 
binge.  "When  your  limited  partners  tel 
you  that  you  don't  get  it,  you  begin  t< 
wonder,"  says  Anderson,  the  lead  part 
ner  at  Waltham,  Mass. -based  Nortl 
Bridge  Venture  Partners. 

•The  Web  crash  brought  vindicatioi 
for  this  old-money  center.  Anderson 
51,  almost  relishes  the  return  of  lowe 
expectations.  Forget  200%-plus  return 
and  get  used  to  the  25%  range  of  th< 
past,  he  says.  For  two  years  now  he  ha 
made  that  point  by  showing  investors ; 
slide  of  history's  great  speculative  ma 
nias,  from  tulips  to  CMGI. 

In  Silicon  Valley,  venture  capitalist, 
are  impatient,  flashy,  viciously  compet 
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FORMERLY  THE  jlipiTER  CONSUMER  ONLINE  FORUM 

FEBRUARY  28  -  MARCH  2  /  NEW  YORK  CITY 

SHERATON  NEW  YORK  HOTEL  &  TOWERS 

INTERNET  STRATEGIES  FOR  MAINSTREAM  MEDIA 

The  Jupiter  Media  Forum,  formerly  known  as  the  Consumer  Online  Forum,  is 
focused  on  how  offline  and  online  media  properties  can  capitalize  on  the  Internet 
as  a  profitable  vehicle  for  consumer  content  and  commerce. 

Media  brands  are  becoming  portable  across  multiple  markets  from  television,  radio 
and  publishing  to  wireless  and  the  Internet.  The  Jupiter  Media  Forum  will  examine 
the  opportunities  and  challenges  of  extending  media  franchises  into  both  traditional 
and  emerging  markets. 

!T0  REQISTER  AND  FOR  UPDATED  AQENDA  INFORMATION 

ivisit:  jupiterevents.com/media 

-FOR  SpONSORSHip  AND  EXHIBITING,  OPPORTUNITIES 
contact:  Rich  Regan  at  917.534.6138  or  by  e-mail  at  rregan@jup.com 

FOR  MEDIA  AND  ASSOCIATION  SpONSORSHip  OPPORTUNITIES 
contact:  Martine  Boyer  at  917.534.6362  or  by  e-mail  at  mboyer@jup.com 

QUESTIONS?  NEED  MORE  INFORMATION? 

e-mail:  mediaforum@jup.com 
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keynotes: 


Jupiter  Events        Bob  Pittman,  President  &  COO,  AOL  Time  Warner 


parmer  sponsors: 

Forbes 
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David  Pecker,  Chairman,  President,  and  CEO, 
American  Media  and  National  Enquirer,  Inc. 

special  pre-conference  seminar: 

"The  Business  of  Books:  Publishing  in  the  New 
Economy,"  examining  the  rise  of  e-books  and  the 
evolution  of  book  publishing  business. 


inside    Europe's    New  Economy) 


The  Midas  List 


itive  and  fearless.  Risk  is  adrenaline.  The 
Boston  crowd,  by  contrast,  is  patient,  as- 
siduously low- profile,  cooperative — and 
cautious  to  a  fault.  "It's  kind  of  like 
grape-growing  in  different  regions,"  says 
Robert  Davoli  of  Sigma  Partners  in 
Boston.  "In  New  England  there  is  a  long, 
cool  growing  season,  and  people  are  pa- 
tient, while  in  California  grapes  ripen 
quickly  The  fruit  will  be  lush  at  first,  but 
won't  sustain  its  flavor  over  time." 

Mining  for  gold  in  a  smaller,  less 
competitive  market,  Boston's  deal- 
makers  cut  rivals  in  all  the  time.  An- 
derson's firm  and  Matrix  Partners  have 
invested  in  28  deals  together,  including 
Cascade  Communications  and 
Sycamore  Networks.  But  you  won't 
hear  much  about  the  Boston  way;  that 
would  be  wrong.  "It's  not  good  form 
to  tout  one's  returns  in  the  press,"  says 
Anderson.  "We  don't  want  to  puff  our- 
selves up.  I  hear  'rock  star  VCs'  and 
want  to  puke." 

Yet  some  bragging  is  appropriate. 
Four  Boston  VCs  made  the  Midas  50 — 
Anderson  of  North  Bridge  (#44),  Ma- 
trix's Paul  Ferri  (#20)  and  Timothy  Bar- 
rows (#36),  and  Sigma's  Davoli  (#50). 


$125,000  check  (payoff:  $38  million). 
More  recently  he  put  $7.8  million  in 
Sonus  Networks,  a  maker  of  switching 
equipment  that  went  public  last  May.  It 
now  has  a  $7  billion  market  value. 
North  Bridge  has  distributed  $737  mil- 
lion of  stock  to  limited  partners. 

When  possible,  Boston  financiers 
back  entrepreneurs  who  have  worked  at 
other  firms  in  their  portfolios.  Matrix 
invested  in  Arris  Networks  and  Cascade; 
then  it  worked  with  a  marketer  who  had 
worked  at  both  Arris  and  Cascade,  and 
an  engineer  who  had  worked  at  both 
Cascade  and  another  Matrix  shop, 
Bytex.  Together  that  pair  of  entrepre- 
neurs, along  with  Matrix,  developed 
Redstone  Communications,  which 
makes  routers.  It  was  sold  in  1999  to 
Siemens  for  $500  million  in  cash;  Ma- 
trix turned  $6  million  into  $114  million. 

Anderson  also  screens  for  pragma- 
tism. In  1997  he  funded  Cheng  Wu,  a 
top  engineer  at  Arris,  in  part  because 
Wu  gave  a  sobering  presentation  on  the 
character  companies  need  to  survive. 
"Pragmatists  can  adapt  to  lots  of 
changes,"  says  Anderson,  "and  in  most 
every  company,  there  are  a  thousand 


water  for  a  few  years  until  the  market 
catches  up  with  technology." 

One  rare  dot-com  deal  for  North 
Bridge  was  a  $6  million  stake  in  luxury 
e-tailer  Indulge.com,  in  the  fall  of 
1999.  A  few  months  later  it  merged  with 
Vivre,  a  small  catalog  company.  North 
Bridge  retains  a  15%  stake,  but  the  busi- 
ness is  barely  breaking  even  and  has 
only  $6  million  in  revenue.  It  may  yet 
come  to  life.  Anderson  remembers 
tougher  times,  like  the  mid-1980s  when 
the  IPO  market  all  but  shut  down.  "I 
remember  when  you  carried  Maalox  in 
your  briefcase." 

Anderson  spent  a  decade  among 
smokestacks  at  Phelps  Dodge  Indus- 
tries before  joining  Alex.  Brown  & 
Sons'  venture  group  in  1983.  He  and 
partner  Richard  D'Amore  founded 
North  Bridge  in  1 994.  And  by  1 997  he 
began  warning  his  investors  that 
something  was  out  of  whack. 

"As  an  industry  we  all  went  over- 
board," he  says,  "but  I'd  rather  be  ad- 
justing from  where  we  are  on  the  East 
Coast."  While  other  VCs  struggle  with 
troubled  portfolios,  he  is  sitting  pretty. 
Some  75%  of  his  firm's  companies  don't 
^ have  to  raise  money  until 


^"Change  in  this  industry  comes  from  people  who 
risk  stepping  into  the  market  in  big  ways,  even  if 
they  don't  succeed.  People  can  be  just  as  influential 

in  their  failures.'  —  JUDITH  ESTRIN,  PRESIDENT,  PACKET  DESIGN 


They  reap  handsome  returns  while  suf- 
fering few  failures.  Over  the  past  seven 
years  North  Bridge  put  money  into  80 
companies  and  only  once  did  it  lose  its 
entire  investment. 

Boston's  venture  gamblers  are  shy 
about  concept-driven  Web  sites,  but  they 
are  quite  willing  to  back  pragmatic  engi- 
neers and  new  networking  hardware. 
They  stick  to  what — and  whom — they 
know.  All  of  Anderson's  companies  are 
located  within  a  45-minute  drive  from 
his  office. 

He  introduced  the  two  men  who 
ended  up  founding  Cascade,  a  maker  of 
frame-relay  switches,  and  wrote  the  first 


midcourse  corrections  you  have  to 
make."  The  result:  ArrowPoint  Com- 
munications, a  maker  of  switches  for 
Web  hosts  and  content  sites,  which 
Cisco  bought  last  May  for  stock  then 
worth  $5.7  billion.  North  Bridge  made 
145  times  its  $5.2  million  investment. 

Such  fast  payoffs,  however,  aren't 
the  norm.  Anderson  stuck  with  one 
outfit,  NetLink,  a  frame-relay  access 
company,  for  13  years.  It  was  finally 
sold  to  Cabletron  for  $240  million.  An- 
derson made  two  and  a  half  times  his 
money — unimpressive,  considering 
how  long  it  took.  Anderson's  explana- 
tion: "Sometimes  you  have  to  tread 


2002.  He  believes  several 
of  them  are  poised  to  take 
off,  though  none  are  likely 
to  garner  the  crazy  valu- 
ations of  the  recent  past. 

Ones  to  watch:  Cereva 
Networks  (storage  sys- 
tems for  server  farms); 
Tenor  Networks  (optical  services 
switches)  and  Winphoria  Networks 
(  wireless  infrastructure).  Four  of  his 
firms  went  public  or  were  acquired  in  the 
past  year,  freeing  him  up  for  new  deals. 

Now  Anderson  is  raising  a  new 
$750  million  fund  to  troll  for  other  in- 
vestments in  wireless,  optics  and  soft- 
ware. "I  am  anxious  to  step  up  to  the 
plate  and  take  a  few  cuts  at  the  ball." 
He  won't  be  taking  leads  from  coun- 
terparts in  Silicon  Valley,  however,  for 
he  refuses  to  so  much  as  put  a  partner 
there — it's  too  crowded  and  too  fre- 
netic, right  now.  It's  also  probably  a  lit- 
tle too  enamored  of  tulip  bulbs.  F 
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SCIENTIST 


Leality  Checker 

ence  dazzles  investors.  Ex-professor 
eph  Goodman  gives  them  sunglasses. 


ENNIFER  GODWIN 

)R  32  YEARS  JOSEPH  W. 
joodman  was  an  elec- 
rical  engineering  pro- 
■  at  Stanford,  specializ- 
i  fiber  optics.  He  retired 
r  ago  and  has  been  on 
:  a  dozen  venture  capital 
ever  since,  swapping  his 
e  expertise  for  a  chance 
:  his  own  money  on  op- 
pstarts. 

[here's  never  been  a 
f  about  optics  like  there 
ht  now,"  he  says.  That 
s  him  well:  Goodman, 

worth  $75  million.  He 
led  an  optics  firm  in 

and  reaped  a 
fall  on  its  spin- 
NI  Systems;  now 
ilds  on  that  for- 
with  consulting 

that  can  yield 
a-l  returns, 
oodman  makes 
ng  interrupting 
owerPoint  pre- 
tions  of  high- 
pitchmen  with 
une  points 
t  intellectual 
erty  and  time- 
arket.  "Less 
10%  of  the  pro- 
s  I  see  are  tech- 
[y  exciting,"  he 
"The  best  pro- 
s  don't  involve 
>lutionary 
*e.  They're  just 

professor  Good- 
ilks,  VCs  listen, 
mietimes  take  out 
heckbooks. 


something  that's  needed  that 
hasn't  been  done." 

Raman  Khanna,  manag- 
ing director  of  Diamond- 
head  Ventures,  asked  Good- 
man for  a  consultation  the 
other  day  on  a  plan  to  invest 
$4  million  in  a  new  tech- 
nique to  modulate  the  laser 
waves  that  transmit  data 
down  a  fiber  strand — at 
one-tenth  the  cost  of  current 
technology.  The  professor 
unearthed  a  group  doing  the 
same  work  at  Japan's  tele- 
com titan,  NTT.  "Until  he 
faxed  me  yesterday,  we 
thought  we  had  the  only 


company  in  the  world  doing 
this.  It's  a  very  valuable  piece 
of  information,"  Khanna 
says.  He  put  the  brakes  on 
the  deal  for  now. 

Goodman  believes  high- 
speed optics,  once  so  costly 
that  only  long-haul  traffic 
was  feasible,  will  be  used  for 
ever-shorter  distances.  He 
has  invested  in  TeraOptic 
Networks,  which  builds  pho- 
tonic (rather  than  elec- 
tronic) interconnections  be- 
tween boards  in  a  computer. 

Born  in  Massachusetts, 
Goodman  graduated  from 
Harvard  and  headed  west  for 


grad  school  at  Stanford  in 
1958.  His  thesis  on  defeating 
radar  jammers  was  so  ad- 
vanced it  remains  classified 
by  the  government,  40  years 
after  he  wrote  it. 

Goodman's  first  serious 
stab  as  a  technical  adviser 
came  in  1989  at  the  behest  of 
Chuck  K.  Chan,  now  with 
Alpine  Ventures,  who  was 
prowling  Stanford  in  search  of 
ideas.  "Back  then,  it  took  a  lot 
of  persuasion  to  convince  pro- 
fessors they  should  get  their 
hands  dirty  making  money," 
Chan  says.  Goodman  invested 
$12,000  in  Chan's  fund  and 
reaped  $1.2  million. 

When  Goodman  retired 
from  Stanford  in  1999,  he 
began  reviewing  one  or  two 
deals  a  week.  He  now  serves 
on  advisory  boards  for  1 1  new 
ventures,  attending  quarterly 
meetings  and  taking  a 
tiny  stake  in  each. 

On  Goodman's  en- 
dorsement, partner 
Jonathan  Feiber  at 
Mohr,  Davidow  Ven- 
tures, invested  $7 
million  in  Phaethon 
Communications, 
which  builds  disper- 
sion compensators  for 
lasers.  Goodman  also 
likes  Agility  Com- 
munications, which 
makes  tunable  lasers 
that  increase  the  flexi- 
bility of  light-splitting 
multiplexers. 

"The  demand  for 
bandwidth  is  going  to 
be  satisfied  through  in- 
vestment in  optical  in- 
frastructure, so  I'm 
bullish  over  the  long- 
term,"  Goodman  says. 
He  expects  telecom 
stocks  to  recover 
within  two  years.  F 
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♦  The  Midas  List 


THE  ADVISER 


Plenty  of  deals  are  happening,  says  Komisar,  just  don't  re 
on  a  million  users  to  turn  a  profit.  You  may  never  get  then 


and  Disse 


In  exchange  for  a  piece  of  the 
action,  Randy  Komisar  dispenses 
harsh  counsel  to  startups. 


BY  ERIKA  BROWN 

CALL  ME  WHAT  YOU 
want,  but  I'm  no 
angel,"  Randy  Komisar 
says.  He  looks  more  Hell's 
Angel  than  tech  investor, 
fresh  off  his  BMW  motorcy- 
cle, his  head  shaved  and  his 
5-foot-9  frame  tucked  into 
jeans,  ostrich-hide  boots  and 
black  leather  jacket. 

Rather  than  invest  early 
and  back  off,  as  angels  do, 
Komisar  often  invests  only 
his  time  and  an  abundance 
of  sage  advice,  taking  a  tidy 


little  equity  stake  in  return. 
WebTV,  TiVo  and  FullAudio 
have  relied  on  his  counsel. 

Komisar  isn't  on  Forbes' 
Midas  List  of  the  50  hottest 
dealmakers — but  one  day  he 
very  well  may  be.  Midas 
membership  is  based  on 
quantifiable  outcomes — 
public  stock  offerings  and 
acquisitions — and  most  of 
Komisar's  investments  won't 
hit  that  point  for  a  few  years. 

Today's  unruly  markets 
don't  scare  Komisar — they 
only  make  entrepreneurs 


more  likely  to  heed 
his  advice.  "Focus 
like  heck,  get  rid  of 
expenses,  cut  your 
burn  rate,"  he  tells 
clients  these  days. 
Plenty  of  deals  are 
happening  even  now, 
he  says;  the  hard  part 
is  picking  the  ones 
that  offer  a  big  idea 
and  can  be  profitable 
on  a  per-customer 
basis.  Don't  rely  on  a 
million  users  to  turn 
the  ink  black;  you 
may  never  get  them. 

Komisar  has  been 
a  top  executive  at 
Claris,  senior  counsel 
at  Apple,  chief  finan- 
cial officer  at  Go 
Corp.  and  chief  exec- 
utive of  LucasArts 
and,  later,  Crystal 
Dynamics.  He  never 
has  been  a  venture 
capitalist,  yet  some  of 
the  biggest  VCs  rely 
on  him. 

"The  days  of  the 
lone  entrepreneur  in  a 
garage  are  long  gone.  These 
days  it  takes  a  team  to  win," 
says  John  Doerr  of  Kleiner 
Perkins,  who  uses  Komisar. 

Komisar,  46,  prods 
clients  with  tough  questions 
on  strategy  and  blunt  pre- 
dictions of  failure.  He  helps 
land  new  executives  and  new 
capital.  He  can  deliver  a  jolt 
even  before  he  signs  on  to 
help.  In  1998  Stewart  Alsop, 
a  partner  at  New  Enterprise 
Associates,  asked  Komisar  to 
meet  with  the  founders  of 


^^"We  all  know  there  is  a  certain  element  of  lightning 

Striking.    -TENCH  COXE,  MANAGING  DIRECTOR,  SUTTER  HILL.  VENTURES 


TiVo.  Michael  Ramsey  ar| 
James  Barton  pitched  him 
VCR-like  hard  drive  for  th 
TV  set,  but  Komisar  sej 
them  away  to  rethink  th 
plan.  Instead  of  simply  sel 
ing  hardware,  he  venture* 
they  should  look  at  creatir 
a  service  with  an  ongoin 
revenue  stream. 

A  week  later  the  TiV 
duo  shifted  course:  The 
would  offer  made-to-ord< 
TV  service  for  monthly  fee 
Komisar  was  so  impresse 
he  invested  $60,000  of  h 
own  money,  and  Ramse 
gave  him  extra  stock  t 
continue  as  an  adviser.  H 
stake  is  now  worth  $1. 
million. 

Komisar  had  simik 
counsel  for  an  outfit  name 
FullAudio.  Three  month 
ago  founder  Chris  C.  Glac 
win  unveiled  a  prototype  ft 
a  device  that  would  pk 
music  downloaded  from 
PC.  Figuring  today's  skittis 
markets  wouldn't  offer  th 
cash  needed  to  build  a  hare 
ware  business,  Komis; 
prodded  Gladwin:  "Can  v< 
extract  a  service  out  of  th 
and  do  it  as  software?" 

That  threatened  Glac 
win's  entire  business  mode 
He  would  have  to  ditch  tr 
idea  of  making  devices  altc 
gether.  A  month  later  h 
found  a  solution:  sell  a  sof 
ware-based  service  ft 
portable  devices  made  t 
others.  He  is  now  trying  1 
sign  up  manufacturers. 

"Most  entrepreneu 
don't  like  it  when  you  rai 
on  their  idea,"  Komis; 
says.  "But  you've  got  1 
get  realistic  now.  You'i 
not  going  to  be  indulge 
anymore." 
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ulletproof  your  nest  egg! 

Increase  your  cashjncome  up  to  100%! 

>rbes  introduces  the 

isory  service  for  every 
estor  seeking  refuge  from 
:k  market  volatility. 


capital  preservation  and  maximum  income 
imary  investment  goals,  you  may  already 
liscovered  the  market-defying  advantages  of - 

Investment  grade  and  high-yield  bonds. 

Convertible  preferred  stocks  and  bonds. 

Preferred  stocks. 

or  many  savvy  investors  these  low- risk  income  securi- 
e  the  armor  that  protects  the  conservative  portion  of 
folio. 

ut  if  you  are  an  equity  investor  who's  feeling  battered 
;  recent  sell  off,  and  you  are  wondering  "what  now?". . . 
ps  it's  time  you  consider  putting  at  least  part  of  your 
ilio  into  income  securities. 

re  you  going  to  hang  in  and  hope  the  market  recovers? 
;  you  ready  to  trade  "hope"  for  the  certainty  that  your 
l1  is... 

Safe  from  the  volatility  of  the  stock  market. 

Earning  up  to  100%  greater  income  than  it  would 
from  equity  stocks. 

Positioned  to  grow  by  14%. .  .18%. .  .even  20% 
or  more  a  year. 

low,  whether  you  know  a  preferred  from  a  convertible, 
s  has  teamed  up  with  the  leading  authority  on  bonds, 
rtibles  and  preferred  stocks  to  offer  you  the  expert 
nee  you  need  to  take  full  advantage  of  these  specialized 
ments. 

low,  whether  you  trade  on  line  or  want  more 
tise  than  your  broker  may  be  able  to  offer, 
in  have  timely,  portfolio-proven  advice 
le  recommendations  you  need  to  protect 
test  egg  against  market  volatility  as  well  as 
ise  your  securities  income  by  up  to  100%. 

is  NASDAQ  plummeted  50%,  Lehmann's 
ortfolio  of  high-yield  bonds  actually 
ontinued  to  pay  13.25%  cash  income! 

he  year  2001  promises  to  be  a  premier  year  for  income 
ities.  You'll  have  the  information  you  need  to  get 
d  when  you  subscribe  to  ForbeslLehmann  Income 
ities  Investor. 

ou're  interested  in  asset  protection 
j  reliable  income,  there's  no  better 
expert  than  Richard  Lehmann. 


Richard  Lehmann  has  been  a  recognized  authority 
on  income  securities  for  more  than  25  years.  He  is  a 
contributor  to  Forbes,  The  Financier  and  the  Municipal 
Finance  Journal.  He  is  frequently  quoted  in  the  Wall 
Street  Journal,  Barrons,  Money,  the  New  York  Times 
and  industry  publications  such  as  CFO  Magazine. 


FREE  Sample  Issue  and  Free  Bonus  Report: 

"5  Model  Portfolios  for  Income  Investors" 

Income  Securities  Investor  is  a  new  joint  effort  from 
Forbes  and  Richard  Lehmann  that  enables  you  to  match 
income  securities  to  your  risk/ reward  goals.  Compared  to 
the  volatile  stock  market,  all  of  our  model  portfolios  are  a 
safe  harbor,  even  if  you  maximize  your  income  by  selecting 
high-yield  bonds  of  12%  and  higher. 

In  each  monthly  issue,  you'll  find  the  specific  buy,  hold 
and  follow  up  information  you  need  to  execute  your  own 
program.  You'll  find  detailed  reasons  for  every  recommen- 
dation that  you  won't  get  from  most  brokers  or  bond  funds. 

The  best  and  easiest  way  to  decide  if  income  securities 
make  sense  for  you  is  to  accept  a  FREE  sample  issue.  If 
not  delighted,  you  can  cancel  and  you'll  have  lost  nothing. 
Otherwise  you  pay  just  $295  for  12  additional  issues,  a 
savings  of  $300  off  the  single  issue  cost.  As  a  paid  subscriber, 
you'll  also  receive  a  FREE  Bonus  Report,  "5  Model  Portfolios 
for  Income  Investors"  that  tells  you  how  to  match  income 
securities  to  your  risk/reward  goals.  Act  now,  mail  the 
coupon  below  or  for  fastest  service . . . 

CALL  TOLL-FREE  1-800-765-3816 
i  

i  Forbes/Lehmann  Income  Securities  Investor 

■   □  YES!  Please  send  me  a  FREE  sample  issue  of  the  all-new, 
Forbes/Lehmann  Income  Securities  Investor  and  reserve  a  one  year 
Charter  Subscription  (12  additional  issues)  in  my  name  at  the  money 
saving  rate  of  $300  off  the  single  copy  cost.  If  not  delighted  1  will  return 
your  invoice  marked  cancel  and  that  will  end  the  matter.  Upon  receipt 
of  payment,  you'll  also  send  me  a  FREE  copy  of  the  bonus  report: 
5  Model  Portfolios  for  Income  Investors. 

□  I  prefer  to  pay  now  and  get  my  FREE  bonus  report. 
GUARANTEE:  full  refund  if  not  delighted  with  your  sample  issue. 
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TECHNOLOGY 


Highway 
To  Hell 


Customers  are 
seething.  Lawsuits 
are  flying.  Lousy 
business  sense  and 
outdated  regulations 
have  derailed  a 
promising  technology. 

BY  SCOTT  WOOLLEY 

EVEN  BY  THE  LOW  STANDARDS 
for  service  and  credibility  set 
by  many  firms  riding  the  Inter- 
net bubble,  the  Digital  Sub- 
scriber Line  industry  is  a  mess. 
DSL  was  supposed  to  thrust  anti- 
quated phone  lines  into  the  digital 
broadband  era.  Consumers  would  be 
able  to  download  Web  pages  at  speeds 
26  times  as  fast  as  regular  "dial-up"  ser- 
vice, and  phone  companies  would  be 
able  to  compete  with  cable  modems. 

Instead,  bankruptcy  courts  are 
flooded  with  filings  from  NorthPoint, 
Zyan  and  dozens  of  other  firms  provid- 
ing DSL.  Investors  h  ive  been  scorched. 
The  three  biggest  players — Covad, 
NorthPoint  and  Rhythms  NetConnec- 
tions— are  all  down  more  than  95% 
from  their  highs,  wiping  out  $19  billion 


in  market  value.  Combined,  the 
big  three  lost  about  SI. 5  billion 
last  year.  Rhythms  expects  to  lose 
S395  million  more  this  year  and 
says  it  won't  even  show  positive 
cash  flow  until  late  2003. 

A   cash    crunch    is  rippling 
through  the  business,  sparking  feuds 
between  big  DSL  carriers  and  their 
tiny  Internet-access  partners.  Covad 
gets  stiffed  on  a  third  of  its  invoices  to 
the  Internet  service  providers  that  resell 
its  service.  Desperate,  Covad  and  other 
DSL  carriers  are  signing  the  ISPs'  cus- 
tomers direcdy,  despite  contract  terms 
that  bar  any  such  contact.  Caught  in  the 
crossfire  are  consumers;  one  class  ac- 
tion seeks  S50  million  from  Verizon  for 
painfully  protracted  installations. 

The  turmoil  threatens  to  hobble  a 
popular  on-ramp  to  the  high-speed  In- 
ternet. People  like  DSL  once  they  get  it. 
DSL  grew  1 85%  last  year  to  more  than 
2.9  million  phone  lines  in  North  Amer- 
ica, says  research  firm  Cahners  In-Stat. 
Roughly  65%  are  residential  customers; 
the  balance,  businesses. 

The  question  is  whether  the  torrid 
growth  can  continue.  DSL  had  looked 
like  a  lock  to  surpass  its  archrival,  the 
cable  modem,  by  the  end  of  the  year. 
(Cable  modem  use  grew  144%  to  3.4 
million  lines  last  vear,  according  to 


Gartner  Dataquest.)  DSL  is  a  long  shot 
to  seize  the  lead  now,  as  the  industry 
cuts  spending  to  the  bone.  Rhythms 
says  it  is  "refocusing"  on  40  cities,  down 
from  60,  and  just  fired  450  people,  23% 
of  its  work  force.  Covad  canned  13%  ot 
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orkers,  is  halting  its  network  ex- 
ion  and  plans  to  chop  capital 
ding  to  $250  million,  roughly  half 
it  year's  level. 

>nly  part  of  the  industry's  descent 
chaos  owes  to  the  balkiness  of  DSL 
lology.  The  bigger  contributors  are 
renzied  rush  to  sign  up  customers 
y  cost  and  archaic  regulations  that 


forced  DSL  players  to  adopt  a  wrong- 
headed  structure  from  the  get-go. 

First  seen  in  the  mid-1990s,  DSL 
had  two  obvious  sellers:  the  Baby  Bells 
and  ISPs.  The  Bells  could  use  DSL  to  ex- 
pand into  online  access;  the  ISPs  could 
offer  DSL  and  charge  $40  or  $50  a 
month  instead  of  the  $20  a  month  they 
get  for  poky  dial-up  service.  But  the 
Bells  were  hindered  by  16-year-old  fed- 
eral rules  that  bar  them  from  carrying 
voice  or  data  across  long-distance 


boundaries.  Getting  around  the  restric- 
tion required  an  inefficient  setup,  with 
the  Bells  handing  off  data  traffic  to 
other  carriers. 

ISPs,  meanwhile,  needed  phone  lines 
to  offer  DSL,  but  were  loath  to  rent  them 
from  their  natural  rivals,  the  Bells.  Into 
this  gap  sprang  a  new,  unregulated  crea- 
ture: the  nationwide  DSL  carrier,  a  la 
Covad,  NorthPoint  and  Rhythms.  They 
installed  their  gear  in  Bell  sites,  rented 
Bell  lines  and  partnered  with  ISPs. 

And  so  was  born  an  ungainly,  three- 
tiered  industry.  The  conceit  was  that 
the  three  types  of  companies  would 
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work  in  harmony  to  let  DSL  proliferate. 
The  reality  was  that  when  glitches  oc- 
curred, customers  ping-ponged  among 
the  three,  each  of  which  pinned  the 
blame  on  the  other  two. 

Worse  yet,  "The  whole  structure 
made  zero  sense  from  an  economic 
standpoint,"  says  Barry  Diamond,  chief 
executive  of  Internet  Express,  an  ISP.  Of 
a  $50  monthly  fee  paid  to  the  ISP,  the 
ISP  pocketed  $10  and  passed  on  $40  to 
the  DSL  carrier;  the  carrier  paid  $22  or 
so  to  the  local  Bell  to  rent  the  line.  In 
each  case,  the  amount  left  over  didn't 
cover  the  costs  involved. 

Eager  to  attract  subscribers  quickly, 
DSL  carriers  signed  resale  deals  with 
hundreds  of  regional  ISPs.  To  get  a  new 
line  installed,  DSL  carriers  had  to  send 
trucks  to  homes  and  offices  to  hook  up 
the  inside  wiring,  at  around  $225  per 
account.  The  ISPs  covered  that  cost  in- 
stead of  charging  customers  for  new 
hookups,  and  spent  another  $100  or  so 


on  other  miscellaneous  setup  costs.  Re- 
couping the  $325  would  take  almost 
three  years,  given  an  ISP's  $10-a-month 
gross  profit;  yet  the  ongoing  expenses 
of  billing,  hosting  e-mail  accounts  and 
technical  support  ate  up  the  $10-a- 
month  cushion  and  more. 

Worse  for  the  DSL  carriers,  they 
often  had  to  dispatch  truck  visits  two  or 
three  times,  losing  money  on  their  $225 
payment  from  the  ISPs.  Their  $18-per- 
month  gross  profit  on  each  account  got 
them  nowhere  near  positive  cash  flow, 
but  the  stock  market  didn't  care.  Wall 
Street  valued  these  firms  at  as  much  as 
250  times  sales.  The  only  important 
number  was  line  growth. 

"We  were  highly  incented  by  Wall 
Street  to  spend  money  like  drunken 
sailors,"  says  Elizabeth  Fetter,  North- 
Point's  chief  executive.  So  everyone  did. 

As  orders  poured  in,  DSL's  flaws 
loomed  larger.  Phone  lines  weren't  de- 
signed with  DSL  in  mind.  Gizmos  called 
load  coils,  installed  underground  long 
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ago  to  improve  voice  quality,  often  fi 
ter  out  DSL  signals,  but  the  carriers  ii 
stalling  the  lines  didn't  always  kno 
they  were  there.  Since  DSL  works  ov< 
distances  of  less  than  a  few  miles,  carr 
ers  used  software  to  estimate — as  tri 
crow  flies — the  distance  from  a  cu; 
tomer  to  a  phone-switching  office.  Bi 
the  software  often  got  it  wrong  becau: 
lines  take  winding  routes. 

Now  that  the  DSL  push  is  sputterin 
the  new  focus  is  on  eking  out  a  profi 
but  there  is  no  proof  carriers  ever  wi' 
While  more  bankruptcies  are  ir 
evitable,  Covad  Chairman  Charh 
McMinn  sees  "plenty  of  reasons  for  or. 
timism."  Like  many  in  the  industry,  L 
pins  his  hopes  on  "line  sharing,"  whic 
lets  DSL  carriers  piggyback  on  an  exis 
ing  copper  line  rather  than  lease 
brand-new  one.  The  incremental  pric 
for  sharing  is  a  mere  $6,  typically,  rath* 
than  a  $22  fee. 

That  would  nearly  double  the  DS 


carriers'  gross  profit  on  residenti; 
lines.  And  shared  lines  often  can  b 
hooked  up  by  customers,  saving  $20 
or  more  on  sending  out  a  guy  in 
truck.  Covad  says  that  17,000  of  th 
69,000  lines  it  installed  in  the  fourt 
quarter  were  shared,  up  from  just  40 
of  67,000  in  the  third  quarter,  and 
now  won't  offer  consumer  servic 
without  line-sharing.  Still  an  ope 
question:  whether  those  savings  will  b 
kept  as  profit  or  get  passed  along  t 
consumers  in  the  fight  for  subscribers 
The  Bells,  despite  a  shoddy  servic 
record,  could  ultimately  dominate  DSI 
especially  if  they  can  shed  old  long-dis 
tance  bans  and  sell  service  without  th 
hassle  of  having  to  partner  with  long 
haul  carriers.  But  the  Federal  Commu 
nications  Commission  has  been  slow  t< 
free  them.  Even  if  the  FCC  acts  quickh 
it  isn't  clear  that  DSL,  in  such  turmoL 
can  keep  pace  with  cable.  That's  to» 
bad;  seems  like  everyone  involvei 
should  have  known  better.  I 


"WE  WERE  HIGHLY  INCENTED  BY  WALL  STREET 
TO  SPEND  MONEY  LIKE  DRUNKEN  SAILORS." 


:  of  the  world's  strongest 
erials  is  being  milked  from 
belly  of  a  beast. 

HRISTOPHER  HELMAN 

I  A  CONCRETE  BUNKER  ON  A 
lothballed  Air  Force  base  in  Platts- 
urgh,  N.Y.  two  Nigerian  dwarf 
oats  named  Mille  and  Muscade  joy- 
illy  munch  grass  and  slurp  water, 
y,  they  are  protected  from  intruders 
curity  guards  and  razor  wire. 
)nly  20  weeks  old,  these  sister 
ts  warrant  tight  security  because 
milk  is  highly  prized  by  the  U.S. 
ary.  Their  70,000-gene  chromo- 
?s  have  been  manipulated  to  in- 
e  a  gene  from  the  orb  weaver,  a 
i-size  spider  that  spins  the  world's 
hest  natural  material.  Researchers 


are  "growing"  the  spider's  silk  inside 
Mille  and  Muscade's  mammary  glands. 

These  strands  of  silk,  just  3  microns 
wide,  are  three  times  as  tough  as 
DuPont's  bulletproof  Kevlar.  A  woven 
cable  as  thick  as  your  thumb  can  bear 
the  weight  of  a  jumbo  jet.  Once  per- 
fected, the  silk  will  be  used  for  feather- 
weight ballistic  vests,  medical  sutures 
and  artificial  ligaments. 

The  goats  represent  a  promising 
new  avenue  in  the  controversial  field  of 
transgenics,  the  science  of  splicing  one 
species'  genes  onto  the  genome  of  an- 
other. Most  efforts,  including  the  recent 
news  of  a  disease-detecting  rhesus 
monkey  (bred  with  a  glowing  jellyfish 
gene),  focus  on  improving  the  charac- 
teristics of  existing  organisms. 

But  Jeffrey  Turner,  the  molecular 


geneticist  behind  the  goat  gambit  and 
chief  executive  of  publicly  held  Nexia 
Biotechnologies,  has  more  pragmatic 
goals.  He  believes  his  animals  can  mass- 
produce  drugs  and  highly  engineered 
materials  more  cheaply  and  efficiently 
than  vats  and  machines.  Rivals  include 
the  Pharming  Group  in  the  Nether- 
lands, Scottish  outfit  PPL  Therapeutics 
and  Boston's  Genzyme  Transgenics. 

Nexia  is  tackling  a  materials-science 
conundrum  that  has  stumped  even 
DuPont  for  20  years:  how  to  synthesize 
spider  silk.  Milking  the  spiders  them- 
selves is  out  of  the  question — they're 
cannibals.  "Put  a  bunch  of  them  to- 
gether and  soon  you  end  up  with  one 
big,  fat,  happy  spider.  It's  like  trying  to 
farm  tigers,"  says  Turner. 

By  injecting  the  orb  weaver  gene 
into  the  father  of  Mille  and  Muscade, 
Nexia  bred  she-goats  with  mammary 
glands  able  to  produce  the  complex 
proteins  that  make  up  spider  silk.  Their 
milk  looks  and  tastes  like  the  real  thing, 
but  once  its  proteins  are  filtered  and 
purified  into  a  fine  white  powder,  they 
can  be  spun  into  tough  thread. 

Turner  got  the  idea  while  teaching 
at  McGill  University  in  Montreal  in 
1992,  after  learning  that  scientists  had 
isolated  three  spider  genes  that  code  for 
silk  proteins.  "It  was  a  purely  serendip- 
itous find.  The  silk  gland  of  spiders  and 
the  milk  gland  of  goats  are  almost  iden- 
tical. Teats  equal  spinnerets." 

In  1993  he  founded  Nexia  with  $2 
million  in  venture  capital.  He  started 
with  mouse  embryos  and  graduated  to 
goats,  whose  large  mammary  glands 
make  better  milk  machines.  The  Nige- 
rian dwarf  goat  was  the  perfect  candi- 
date, as  it  begins  breeding  and  lactating 
at  just  13  weeks.  In  1998  Nexia  flew  130 
goats  from  New  Zealand  to  its  facilities 
on  the  Plattsburgh  base,  so  the  herd 
could  quickly  expand. 

Commercial  spider  silk  is  two  years 
away,  but  Nexia's  recent  public  offering 
raised  $27  million,  enough  to  cushion 
losses  that  ran  $3  million  last  year  on 
$320,000  in  revenue.  Turner's  goats 
may  run  dry  if  the  spider  silk  hits  it  big. 
His  expansion  plan?  Spider  cows.  F 
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DigitaLTools  By  Stephen  Manes 


The  Pen  Gets  Mightier 


THE  PALM  PILOT  HAS  BEEN  RIGHTLY  HAILED  FOR 
bringing  pen-based  computing  to  the  masses. 
But  Palm  was  not  the  first  word  in  styluses,  nor 
will  it  be  the  last.  The  pen  has  stylish  tricks  left  in 
its  barrel. 

Sony's  new  VAIO  Slimtop  Pen  Tablet  desktop  PC  may 
usher  in  a  new  era  for  graphics  applications.  Its  wireless  pen 
requires  no  batteries  and  works  with  a  special  15-inch  color 
flat-panel  display.  Draw  on  the  screen,  and  lines  appear  pre- 
cisely beneath  the  pen  point.  Flip  the  pen  over,  and  the  other 
end  serves  as  an  eraser.  Both  ends  are  pressure-sensitive,  so  as 
you  push  harder,  lines  or  erasures  get  broader;  ease  up,  and 
the  field  of  action  narrows.  It's  all  so  natural,  you  wonder 
why  nobody  thought  of  it  sooner. 

Actually,  user-interface  gurus  have  long  championed  this 
kind  of  direct  manipulation,  but  it  took  better  screens  and  faster 
computers  to  make  it  sing.  Pen-tablet  giant  Wacom  Technology, 
whose  techniques  Sony  uses  here,  first  offered  a  grainy  mono- 
chrome LCD  pen-screen  combination  back  in  1992.  It  currently 
sells  color  units,  including  a  15-inch  model  for  more  than 
$3,000.  Somehow  Sony  has  managed  to  throw  in  a  powerful 
Pentium  III  computer  for  the  same  price. 

It's  a  sweet  deal.  Sony's  screen  tilts  down  to  a  gendy 
sloping  angle,  so  you  can  work  much  as    Sony  VAIO 
you  do  with  paper.  Eye-hand  coordina- 
tion no  longer  has  to  translate  horizon- 
tal movement  to  a  vertical  surface,  as 
with  a  mouse.  If  you  want  to  fix  one 
pixel,  you  just  go  directly  to  it. 
Such  direct  interaction  is  down- 
right  refreshing. 

Still,  the  nearly  final  unit  I  tried 
falls  short  of  perfection.  The  key- 
board is  cramped  and  lacks  several 
dedicated  keys.  The  screen  is  not  quite 
flush  with  its  frame,  occasionally 
snagging  the  heel  of  your  hand. 

The  pen-calibration  soft- 
ware samples  data  at  only 
two  corners  of  the  screen. 
At  the  other  two,  the  cursor 
can  end  up  several  pixels  from  the  pen 
point.  And,  since  graphics  programs  tend  to  in- 
terpret pressure  information  differently,  you 
may  need  to  customize  the  pen's  characteris- 


A  wireless  pen  lets 
you  draw  and  erase 
right  on  the  flat- 
panel  screen.  The 
direct  interaction  is 


Slimtop  Pen 
Tablet  PC:  Pen- 
screen  combo 
makes  mice 
seem  cheesy. 


tics  for  each  program  you  us< 
Today's  interfaces  are  de 
signed  for  mice,  not  styluse 
The  pen  will  work  with  ever 
program  you  use,  but  not  a 
ways  smoothly.  Right-clickin 
with  the  switch  on  the  side 
the  pen  can  be  particularl 
frustrating.  Alas,  Sony's  fir; 
stab  at  a  pen-oriented  inter 
face,  a  flashy  image-manage 
ment  program  called  Visu 
alFlow,  is  virtually  unusable 
With  an  "aha!"  product  tha 
points  the  way  to  simple 
computing,  Sony  need 
slighdy  better  penmanship. 

IBM  has  its  own  variatio: 
on  the  pen  theme,  the  forth 
coming  ThinkPad  TransNote 
which  I  tried  in  a  quick  demc 
It  is  a  portfolio  that  opens  to  re 
veal  a  touchscreen  computer  01 


downright  refreshing. 

one  side,  a  standard  letter-size  pad  of  paper  on  th 
other.  A  special  radio-transmitter  pen  write 
with  real  ink  and  also  beams  your  scrib 
blings  to  flash  memory,  which  is  hand 
when  the  computer  is  off. 

The  $3,000  TransNote  shares  som 
technology  with  the  now-extinct  Cross 
Pad,  from  which  IBM  learned  importan 
lessons  such  as  omitting  free-form  hand 
writing  recognition  software,  which  basi 
cally  doesn't  work.  But  it  will  offer  soft 
ware  tools  to  let  companies  develop  pape 
forms  that  can  be  translated  into  digita 
documents,  thanks  to  constraints  or 
what  can  be  scribbled  in  each  field. 
The  pen  is  not  pressure-sensitive,  sc 
it  can  deliver  variable  lines  only  on  real  paper 
not  in  virtual  ink.  It's  meant  for  notes  and  doo 
W  dies,  not  grand  esthetic  gestures.  But  IBM  wil 
thoughtfully  offer  the  TransNote  in  a  model  fo: 
righties  and  one  for  lefties.  No  plans  yet  for  one  tha 
beeps  when  doctors  enter  illegible  drug  prescriptions.  F 


Stephen  Manes  ( steve@crank.  com )  is  the  cohost  o/Digital  Duo,  a  weekly  public  television  series.  Find  past  columns  •  f  &  k 
at  www.forbes.  com/manes  oi       our  -.CueCat  device  on  thecuecode  (right)  to  take  you  there  instantly.  *^L^  m. 
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Smoke  and 
Mirrors 


When  business  stinks,  as  it  does  these 
days  in  the  cigar  trade,  Lew  Rothman 
huffs— and  stogie  lovers  puff. 

BY  MONTE  BURKE 

IF  YOU'VE  ACQUIRED  A  BOX  OF  CUBAN  COHIBAS  OR 
Montecristos  from  a  "source"  recently,  chances  are  you 
paid  as  much  as  S600  for  cigars  that  are  Cuban  in  name 
only.  Many  cigars  sold  as  Cubans — still  contraband 
under  the  1962  U.S.  trade  embargo — are  really  made 


with  tobacco  from  Nicaragua  or  th« 
Dominican  Republic.  A  fair  pria 
for  those:  $40  a  box. 

Lewis  Rothman,  president  o 
800- JR  Cigar  in  Whippany,  NjJ 
hates  seeing  this  money  go  to  some 
one  else.  So  last  year  he  decided  tc 
sell  fake  Cubans — as  fake  Cubans 
He's  offering  "Genuine  Counterfei 
Cuban    Cigars,"    a  premiun 
Nicaraguan  stogie,  for  S50  to  S5; 
for  a  box  of  25.  Within  two  weeks  in  December  Rothma] 
sold  7,000  boxes.  "I've  never  seen  a  cigar  fly  off  the  shelf  lik 
this,"  he  beams. 

Welcome  back,  RT.  Barnum.  That  master  of  hype  one 
wooed  more  people  to  pay  to  see  an  elephant  he'd  painte< 
white  than  a  rival  circus  master  attracted  with  a  real  snow 
pachyderm.  Similarly,  Rothman's  gimmicks  have  helped  hi 
company  become  one  of  the  world's  largest  premium-ciga 
sellers.  In  a  market  that  has  tumbled  40%  since  460  millio 
premium  cigars  were  sold  in  1997,  JR  Cigar  sales  rose  slight!' 
to  S233  million  for  the  nine  months  ended  Sept.  30. 
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Hatchback:  because 
back  doors  that  swing 
open  say  Brady  Bunch 


lothman,  55,  hopes  the  fake 
ans  and  another  shtick — sell- 
'reservations"  to  buy  genuine 
an  brands  if  and  when  the  em- 
;o  is  lifted — will  bolster  sales 
more  this  year.  For  $200  a  box 
iman's  customers  can  put  their 
es  on  a  waiting  list  for  the  top 
ana  brands.  So  far  300  people 
signed  on  for  1,300  boxes, 
lothman  learned  the  value  of 
zpah  soon  after  he  and  wife 
:>nda  opened  their  first  cigar 
•  in  Manhattan  in  1970.  The  first 
nick  was  hatched  out  of  desper- 
v.  The  store  wasn't  attracting 
3mers  in  its  first  months,  so 
iman  scrawled  "Business  Stinks 
'  on  some  old  bedsheets  and  at- 
?d  them  to  the  front  of  the  tiny 
:.  Newspapers  and  TV  stations 
rly  covered  the  stunt, 
n  1974  Rothman  introduced  JR 
'natives,  cigars  created  to  taste 
the  world's  best,  much  as  cut- 
perfume  and  watches  resemble 
-priced  originals.  The  Alterna- 
were  a  fast  hit,  and  still  sell  well 
.25  apiece,  compared  with  up  to 
ror  a  "name"  brand.  Around  the 
:  time  he  began  to  sell  cigars  in 
lies,  as  opposed  to  boxes,  to  cut 
>.  One  of  the  first  he  dubbed 
is.  "I  thought  it  sounded  con- 
lgly  similar  to  Chivas  Regal," 
Rothman,  who  smokes  True  cig- 
es  when  he  isn't  puffing  a  stogie, 
f  he  weren't  selling  cigars,  he 
it  be  selling  used  cars.  Rothman 
:ed  One  O'clock  Madness  in 
.  At  that  hour  on  Friday  after- 
ns,  he  sold  popular  brands 
iscounts  of  50%  and  more, 
iman  needed  armed  guards  to  keep  order, 
iut  like  Barnum,  Rothman  knows  it's  not  enough  just  to 
ct  a  crowd.  You've  got  to  keep  them  coming  back  for 
t.  He  does  that  with  JR  Cigar's  irreverent  bimonthly  cat- 
The  40-page  mailings — filled  with  Rothman's  musings 
verything  from  his  daughter's  "neurotic"  cats  to  the 
ts  of  popping  Valium  before  an  airplane  flight — go  to 
)00  customers.  He  announced  the  sale  of  Papayo  cigars 
riting,  "Speaking  of  worthless  pieces  of  crap,  here's  some 
s  that  we  just  wanna  unload  at  any  price. ..." 
Lothman's  antics  haven't  insulated  JR  Cigar  completely 


Station  Wagons 
On  Steroids 

So  you  think  you're  buying  an  SUV?  Look  again. 

WITH  THE  SPORT  UTILITY  VEHICLE  CRAZE  HOTTER  THAN  EVER,  THE 
world's  automakers  are  rushing  out  SUVs — 30  new  ones  by  2004.  But 
they've  got  a  problem:  Many  are  essentially  station  wagons,  built  on  car, 
rather  than  truck,  underpinnings.  But  car  buyers  want  their  SUVs  to  look  rough 
and  tough,  even  as  they  want  a  softer  ride  than  they  get  from  typical  truck-based 
SUVs.  Solution:  macho  touches  that  scream  "SUV"  even  if  the  vehicle  has  the  sus- 
pension of  a  wimpy  station  wagon. 

Take  a  look  at  Toyota's  $25,000  Highlander — based  on  its  Camry — which 
went  on  sale  Jan.  15.  "We  don't  call  it  a  station  wagon,"  says  Steve  P.  Sturm, 


Toyota's  U.S.  marketing  chief.  Of  course  not. 


Highlander  name:  evokes  free- 
dom and  wide-open  spaces 


— Robyn  Meredith 

Husky  front  grille: 
visually  warns  others 
to  steer  clear 


Oversize  wheel  wells: 
perfect  for  bouncing  over 
boulders  in  driveway 


Built-in  mud  flaps: 
for  drivers  who  plan  to 
traverse  riverbanks 


Bulging  bumpers, 
protruding  side  panels: 
symbolize  strength 


from  the  fact  that  the  cigar-smoking  craze  has  faded.  The 
company's  net  margin  is  3.4%;  its  stock,  which  peaked  at  $38 
in  1997,  fell  to  $7.50  two  years  later.  Last  fall  Rothman  took 
the  company  private,  paying  $13  a  share. 

At  the  moment  Rothman  is  busy  hatching  his  next  pro- 
motion. He  plans  to  offer  counterfeit  "limited  edition"  cigar 
humidors  that  will  commemorate  events  like  the  coronation 
of  Queen  Elizabeth  II.  Each  humidor  will  be  inscribed  "1  of 
2,000" — even  if  he  sells  more  than  2,000.  "Hey,  why  can't 
everyone  have  the  first  of  2,000?"  says  Rothman,  smiling  slyly 
through  a  plume  of  cigar  smoke.  F 
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ENTREPRENEURS 


CANNERY  ROE 

If  Elliot  Entis  has  his  way,  the  first  genetically  modified  animal  to  hit  the  dining 
room  table  will  be  an  Atlantic  salmon.  That  is,  if  he  doesn't  go  broke  first. 


BY  MONTE  BURKE 

ELLIOT  ENTIS  HAS  A  PLAN  TO  FEED 
the  world's  growing  population — 
and  to  make  himself  very  rich.  A 
political  scientist  by  training,  the  co- 
founder  and  president  of  Aqua  Bounty 
Farms  in  Waltham,  Mass.  has  devel- 
oped a  genetically  modified  Atlantic 
salmon  which,  he  claims,  looks  and 
tastes  like  the  kind  you  pick  up  at  the 
supermarket  deli.  The  only  difference  is 
that  it  grows  to  market  size  twice  as  fast 
as  normal  farmed  Adantic  salmon.  The 
fish,  he  hopes,  will  become  the  corner- 
stone of  what  Entis  calls  a  "blue  revolu- 
tion" of  bioengineered  seafood  that 
could  produce  an  abundant  supply  at 
lower  costs,  with  minimal  environmen- 
tal impact.  "It's  a  necessary  technology 
for  the  future,"  he  says. 

Maybe,  maybe  not.  The  first  genet- 
ically engineered  produce,  shelf-stable 
tomatoes,  flopped  with  consumers. 
The  supersalmon  may  meet  the  same 
fate.  Indeed,  Entis,  55,  has  a  hard  up- 
stream climb  just  to  gain  approval 
from  the  Food  8c  Drug  Administration. 
Bay  City  Capital,  which  in- 
vested about  $5  million  for 
30%  of  Aqua,  may  never  see 
a  penny  of  returns. 

Still,  it's  nifty  science.  A 
decade  ago,  while  working  as  a  fish 
wholesaler  in  Boston,  Entis  looked  into 
a  newly  discovered  protein  that  keeps 
cold-water  species  like  winter  flounder 
and  ocean  pout  from  freezing.  Could 
such  an  antifreeze  protein  preserve 
human  tissue  and  organs  as  well? 


While  conducting  research,  he  came 
across  Garth  Fletcher  and  Choy  Hew, 
two  Canadian  scientists  who  found 
that  a  component  of  the  antifreeze  pro- 
tein gene  could  accelerate  growth  rates 
in  fish. 

How?  This  antifreeze-gene  pro- 
moter in  ocean  pout — essentially  an 
on-off  switch — is  always  "on"  to  per- 
mit the  constant  generation  of  the 
antifreeze  protein.  Fletcher  and  Hew 
detached  the  protein  producer  from 
the  gene  promoter  and  inserted  in  its 
place  a  gene  for  Chinook  salmon 
growth  hormone.  Switched  to  the  on 
position,  the  growth  gene  kept  pump- 
ing out  growth  hormone.  They  then 
inserted  the  artificial  gene  into  At- 
lantic salmon  eggs. 

The  new  gene  worked  even  better 
than  expected.  These  transgenic  fish 
reached  market  size  in  roughly  half  the 
36  months  it  took  regular  farmed 
salmon.  (Robert  Devlin,  a  research  sci- 
entist at  Fisheries  &  Oceans  Canada, 
has  achieved  similar  results  with  coho 
salmon,  a  close  relative  of  Adantics.) 


but  no  profit)  spun  c 
Aqua  Bounty  Farm 
with  22  employees  ( 1 
of  them  molecular  bio 
ogists,  fish  biologist 
geneticists  and  techn 
cians),  a  lab  in  Nev 
foundland  and  a  hatcl 
ery  on  Prince  Edward  Island. 

Assuming  the  federal  regulatoi 
permit  this  product,  will  consume! 
buy  it?  "Farm-raised"  salmon  doesn 
sound  as  appetizing  as  "wild"  salmoi 
but  it's  hard  to  argue  with  the  price 
Farm-raised  salmon  is  cheap  an 
plentiful,  with  import  sales  doublin 
in  the  U.S.  between  1996  and  1999  t 
$622  million,  reports  Pricewater 
houseCoopers.  The  wild  fish  are  costl 
and  in  some  cases  illegal  to  catch.  I 
November  Maine's  wild  Atlanti 
salmon  was  added  to  the  endangere> 
species  list.  Now  that  consumers  ar 
accepting  farmed  fish  they  just  migh 
be  persuaded  to  swallow  transgeni 
farmed  fish. 

Entis  plans  to  sell  his  eggs — ii 
batches  of  hundreds  of  thousands — fo 
50  cents  apiece.  He  figures  fish  farmer 
would  be  willing  to  pay  five  times  wha 
they  normally  do  for  roe  because  the 
could  cut  the  growth  cycle  in  half  am 
slash  their  production  costs  from  $1.5! 
per  pound  of  live  salmon  to  $1.20. 
All  that  remains  theoretical,  o 


TRANSGENIC  FISH  REACH  MARKET  SIZE  IN  ROUGHLY 
HALF  THE  36  MONTHS  IT  TAKES  FARMED  SALMON. 


Recognizing  the  commercial  possi- 
bilities, Entis  began  buying  up  licenses 
for  patents.  He  founded  A/F  Protein  in 
1991  with  the  dual  mission  of  develop- 
ing antifreeze  proteins  for  human  and 
agricultural  uses.  Last  year  A/F  (which 
has  had  cumulative  sales  of  $2.5  million 


course,  until  FDA  approval.  And  tha 
won't  happen  until  Stephen  Sundlot 
director  of  the  agency's  Center  for  Vet 
erinary  Medicine  and  the  guy  ii 
charge  of  the  review  process,  deter 
mines  that  the  genetically  alterec 
salmon  are  healthy,  safe  for  humai 
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sumption  and  okay  for  the  envi- 
ment.  After  ten  years  of  research, 
is  shouldn't  have  a  problem  with 
first  two  requirements, 
rhe  last  is  a  bit  dicier.  Environmen- 
ts worry  that  if  these  supersalmon 
pe  their  sea  cages  (which  farmed 


fish  do  at  an  alarming  rate — almost 
600,000  escaped  in  Washington,  a  rela- 
tively small  salmon-farming  state,  be- 
tween 19%  and  1999),  they  could  wipe 
out  natural  stocks  because  of  their  in- 
creased size  at  sexual  maturity.  There  is 
evidence  that  farm-raised  salmon  can 


live  and  reproduce  in  the 
wild.  Entis  says  he  will 
minimize  this  risk  by 
selling  the  farmers  fe- 
males that  are  "99.9% 
sterile."  He  also  notes 
that  transgenic  fish  will 
benefit  the  environment 
by  taking  up  less  coastal 
space  and  producing  less 
effluent  (waste)  than  or- 
dinary farmed  fish. 

Still,  there's  a  p.r. 
problem  with  Franken- 
stein fish.  New  Zealand 
King  Salmon,  a  licensee 
of  Aqua's,  ceased  its 
transgenic  program  last 
year  when  some  of  the 
salmon  were  found  to 
have  enlarged  and  de- 
formed heads.  Otter 
Ferry  Seafish  in  Scot- 
land, a  former  licensee, 
got  out  of  salmon  farm- 
ing altogether  and 
changed  its  name  after  a 
public  uproar  in  1996 
over  its  transgenic 
salmon  program.  Per- 
haps most  damaging  is 
the  pledge  of  Holland- 
based  Nutreco  Aquacul- 
ture,  the  largest  salmon- 
farming  company  in  the 
world.  "We  will  never 
use  transgenic  eggs," 
says  spokesman  Vidar 
Julien,  because  "it  is 
against  nature." 

Entis  claims  he  has 
orders  for  up  to  15  mil- 
lion eggs — and  that 
farmers  are  just  waiting 
for  FDA  approval.  But  if 
it  comes,  it  will  likely  in- 
m""""""r''  ' "  '  elude  devastating  restric- 
tions, like  mandating  that  all  transgen- 
ics be  farmed  at  inland  sites,  where  the 
cost  of  a  tank  system  is  at  least  ten  times 
that  of  a  typical  cage  at  sea.  That  would 
wipe  out  any  economic  benefits  for 
farmers — and  leave  Aqua  Bounty 
Farms  gasping  for  air.  F 


Unnatural 
eggs:  Entis 
figures  farmers 
will  pay  five 
times  what 
they  normally  f 
do  for  roe.  JF 
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CAPITALIST  TOOL  BELTS 

A  good  handyman  is  hard  to  find.  These  companies  want  to  be  the  AAA  of  home  repairs. 


AMERICANS  SPEND  $148  BILLION  A 
year  on  home  improvements  and 
repairs,  says  the  U.S.  Census  Bu- 
reau. All  too  often  they  end  up  un- 
happy with  their  contractors — com- 


plaining of  botched  work,  overcharg- 
ing, missed  completion  dates  or  out- 
right fraud.  What's  missing  in  this  frag- 
mented industry,  with  200,000 
remodeling  companies:  brand-name 


reliability.  These  two  companies  aim  V 
patch  that  hole,  with  a  network  of  na 
tional  referral  centers.  Most  of  thei 
middleman  work  is  on  small  jobs— 
under  $500.         — Doug  Donovat 


Home  Service  Store,  Atlanta 

HISTORY:  Chief  Executive  Douglas  Sinclair  cofounded  the 
company  in  1988,  left  for  nearly  a  decade  (during  which  the  firm 
tried  and  failed  to  create  franchises)  and  returned  in  1997.  To  take 
the  business  national,  raised  more  than  $50  million  from  Jupiter 
Partners  of  New  York,  which  owns  a  majority  of  the  company,  and 
Central  Vermont  Public  Service  Corp.,  which  owns  a  third. 
STRUCTURE:  Ten  regional  call  centers  accept  jobs  and  pass 
them  along  to  local  offices.  Has  customer-referral  agreements 
with  True  Value  Hardware  stores. 

NETWORK:  8,000  contractor  firms  employing  40,000  handymen. 
CONTRACTOR  REQUIREMENTS:  Home  Service  screens 
credit  and  Better  Business  Bureau  reports  on  contractors,  who 
don't  get  paid  for  jobs  until  customers  sign  off  on  quality. 
EXPANSION:  "We  started  the  year  2000  with  12  offices,  and 
we  ended  the  year  with  150,"  Sinclair  says. 
FEES:  Collects  $48  annually  from  homeowners  who  use  the  ser- 
vice, $150  annually  from  contractors;  also  keeps  15%  cut  of  all  jobs. 
REVENUE:  Estimated  $50  million  last  year.  (It  lost  $20  million 
pretax  during  the  first  nine  months.) 

INTERNET  COMPONENT :  BoughtServiceBeyond.com  in 
October  and  now  takes  orders  at  www.trusthss.com. 


Handyman  Connection,  Cincinnati 

HISTORY:  Arthur  Neuman,  70,  retired  in  1987  after  running  a 
regional  distributorship  for  Craftmatic  beds.  Got  the  idea  for  his 
franchise  as  neighbors  in  his  condo  association  kept  asking  him 
to  do  small  repair  jobs;  enlisted  his  friend  Marvin  Belkin,  76,  and 
the  two  invested  $10,000  each  in  1990. 
STRUCTURE:  Each  franchisee  handles  orders,  farms  out  jobs 
to  independent  contractors  and  keeps  50%  to  cover  franchise 
royalties  and  his  own  overhead,  and  to  provide  profits. 
NETWORK:  5,000  contractors  (average  of  35  per  store). 
CONTRACTOR  REQUIREMENTS:  Ten  years' experience, 
licenses.  Handyman  provides  bonding  and  liability  insurance, 
conducts  background  checks.  Also  guarantees  work  for  a  year. 
EXPANSION:  They  awarded  their  first  franchise  in  1992  and 
now  have  138  in  the  U.S.  and  Canada. 

FEES:  From  $12,500  to  $85,000  to  open  a  store,  depending  on 
the  area's  population,  plus  7%  of  revenues  thereafter. 
REVENUE:  $7.5  million  last  year  on  a  contracting  volume  of 
$60  million. 

INTERNET  COMPONENT:  Customers  can  arrange  jobs 
on  www.handymanconnection.com,  but  99%  use  the  phone 
instead.  F 
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HE  LONE  WARRIOR 

icent  Young  figures  he  can  make  more  money  long-term 
hout  an  NBC  connection  than  with  it.  How's  that  possible? 


MARK  LACTER 

rOU'D  NEVER  ACCUSE  VINCENT 
Young  of  being  a  timid  business- 
man. In  late  1999  his  Young 
adcasting  Inc.  paid  $737  million  in 
i  (much  of  it  borrowed)  and  stock 
my  the  NBC  affiliate  in  San  Fran- 
o,  KRON.  The  price  was  more  than 
:e  that  year's  revenues  for  his  com- 
y,  a  12-station  group  in  mostly 
:-size  markets  like  Lansing,  Mich. 
Rockford,  111.  Then  he  played  tough 
l  the  network  when  it  demanded 
l  payments  of  $10  million  a  year 
n  KRON  for  staying  connected  (on 
of  the  usual  network  pay,  which 
les  in  the  form  of  being  able  to  sell  a 
ain  number  of  the  available  adver- 
tg  minutes).  He  told  the 
work  to  take  a  hike, 
en  the  NBC  divorce  is 
1  at  the  end  of  the  year, 
>N  will  probably  fill  its 
ne-time  hours  with  a 
:k  of  local  news. 
Freedom  at  a  price.  Last 
•  Young's  stations  pulled 
n  estimated  $450  mil- 
,  generating  $215  mil- 
in  broadcast  cash  flow 
the  sense  of  net  before 
reciation,  interest,  taxes 
corporate  overhead), 
disconnection  from  the 
work  will  cost  Young 
of  KRON's  Bay  Area  rat- 
i  and  probably  reduce 
station's  broadcast  cash 
i  by  $17  million.  So  why 
onnect  from  NBC?  Be- 
se,  under  new  federal 
icy  loosening  the  rules 
vho  can  own  how  many 
ions  where,  he  might  be 
:  to  get  a  bidding  war 
ig  for  KRON — and  the 
ding  just  might  be  a  lit- 
iercer  for  an  unaffiliated 


station.  Those  rules  will  be  loosened 
further  for  big  media  players  under  a 
Bush-controlled  Federal  Communica- 
tions Commission. 

The  horse-trading  in  the  broadcast 
world  is  already  well  under  way.  Note 
two  pending  broadcast  deals:  News 
Corp.'s  acquisition  of  the  Chris-Craft 
stations  and  Univision  Communica- 
tions' purchase  of  USA  Networks'  sta- 
tions. "Media  companies  are  going  to 
look  at  having  a  much  bigger  voice  in 
the  marketplace,"  promises  Randel 
Falco,  president  of  the  NBC  Television 
Network.  NBC  itself  made  a  bid  for 
KRON  before  Young  got  it  and  just 
might  pay  a  premium  to  get  the  prop- 
erty. Young  has  another  jewel:  KCAL  in 
Los  Angeles,  also  not  a  network  affili- 
ate. Those  two  stations  account  for 


two-thirds  of  the  company's  broadcast 
cash  flow.  "As  time  passes,"  Young  says, 
"assets  such  as  the  ones  we  own  are  in 
shorter  and  shorter  supply." 

He  has  made  no  secret  of  his  inter- 
est in  selling,  but  up  until  now  his  tim- 
ing has  been  lousy.  Young  put  his  sta- 
tions on  the  block  in  1998  for  a 
reported  $1.9  billion  which,  after  re- 
payment of  debt,  would  have  yielded 
$79  a  share.  There  were  no  takers  at 
that  price,  and  the  shares  are  now  trad- 
ing at  a  mere  $36. 

One  reason  that  neither  broadcast 
giants  nor  shareholders  are  panting  to 
own  this  company:  Apart  from  the  Los 
Angeles  and  San  Francisco  stations,  the 
properties  are  not  in  desirable  loca- 
tions. After  KRON,  in  the  fifth-largest 
broadcast  market,  comes  a  license  in 
Nashville,  Tenn.,  the  31st  largest.  Rock- 
ford  ranks  135th.  Apart  from  the  two 
big  ones  in  California,  all  of  Young's 
stations  are  network  affiliates. 

Young's  $1 .3  billion  debt  load  traces 
back  to  the  late  1980s,  when  Young  and 
his  father,  Adam,  borrowed 
heavily  to  purchase  six  small 
network  affiliates  for  $245 
million.  A  deal  to  acquire 
five  television  stations  fell 
through  in  1992  because  of 
financing  trouble,  a  tale  that 
FORBES  chronicled  that  year, 
to  Young's  dismay.  Despite 
the  debt,  First  Union  Securi- 
ties analyst  Bishop  Cheen 
likes  the  stock.  He  thinks  the 
stations  could  be  auctioned 
off  for  $2.5  billion,  which 
would  yield  $69  a  share  after 
payment  of  debt,  taxes  and 
other  costs. 

Young  knows  how  to 
run  a  broadcast  business. 
In  the  five  years  his 
company  has  owned  the 
L.A.  station  he  has  increased 
its  broadcast  operating 
income  from  $17  million 
to  $55  million.  But  he's  a 
horse  trader  by  instinct  and 
would  gladly  sell  if  the  price 
were  right.  F 
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ONEY& INVESTING 


Annuity 
Gratuity 


BY  CARRIE  COOLIDGE 

WE  SAID  IT  THREE  YEARS 
ago  in  a  cover  story  (Feb. 
9,  1998)  and  we'll  say  it 
again  at  the  outset  here: 
Most  variable  annuities 
are  very  bad  investments.  These  crea- 
tures are  mutual-fund-like  accounts 
with  the  patina  of  an  insurance  policy 
that  has  the  effect  of  deferring  taxes  on 
investment  earnings.  Fees  are  high  and 
the  tax  advantage  is  often  an  illusion, 
since  the  annuity  converts  low-taxed 
capital  gains  into  higher-taxed  ordinary 
income. 

Now  let's  look  at  a  new  variation  on 
this  old  game,  the  bonus  annuity.  To  get 
you  to  sign  up — and  to  transfer  assets 
from  an  existing  annuity — silver- 
tongued  sales  reps  are  offering  a  bounty 
of  between  3%  and  10%  of  your  trans- 
ferred investment. 

There  are  plenty  of  catches  with  the 
new  annuities,  though:  higher 
fees  and  longer  surrender  peri- 
ods (ten  years  is  typical).  Sur- 
render  fees  from  the  old  ac- 
count whittle  down  your 
bonus.  Although  the  variable 
annuity    associations  do  not 


publish  the  numbers,  it  is  estimated 
that  half  the  bonus  accounts  sold  are 
transfers  from  annuities  that  haven't  yet 
hit  the  seven-year  mark  when  surren- 
der fees  vanish. 

Look  at  the  plight  of  a  retired  cou- 
ple in  Potomac,  Md.  who  listened  to 
their  certified  financial  planner  and 
surrendered  an  annuity  they  had 
bought  from  him  four  years  earlier. 
The  enticement:  If  the  couple  trans- 
ferred the  $1  million  from  the  old  an- 
nuity to  a  new  one  offered  by  insurer 
ING  Golden  American,  they  would  get 
a  $50,000  bonus  to  juice  their  new 
account. 

The  couple's  financial  planner  as- 
sured them  the  bonus  would  amply 
cover  the  $25,200  surrender  charge 
from  the  old  annuity  (4%  of  their  orig- 
inal investment  of  $630,000).  "He 
bragged  they  would  make  a  profit  of 
$24,800  the  minute  they  signed  on  the 


ONE  COUPLE  SAW  THEIR  EXPENSE 
RATE  JACKED  UP  FROM  1.25% 

TO  1.7%  ANNUALLY,  


Trade-in  bonuses  for 
variable  annuities  sound 
good.  They  really  aren't. 
That's  why  the  SEC  is 
looking  at  them  hard. 


dotted  line,"  says  J.J.  MacNab,  aj 
Bethesda,  Md.  insurance  analyst  who  is; 
now  advising  them.  "He  had  been 
managing  all  their  money  for  the  past 
five  years.  They  trusted  him." 

The  couple  is  hardly  naive  about 
investments:  They  owned  apartment 
buildings  around  Washington,  D.C. 
before  turning  the  business  over  to 
their  son  and  were  well  fixed  enough 
to  put  off  withdrawing  from  the  annu- 
ity account.  Yet  they  didn't  realize  until 
too  late  the  ING  Golden  American  an- 
nuity's negative  features.  The  annual 
expense  was  1.7%,  compared  with 
1.25%  on  the  old  account,  and  the  sur- 
render charge,  which  started  out  at  an 
exorbitant  8%,  would  take  nine  yearsi 
to  go  away.  If  the  couple  had  kept  their 
original  annuity  for  three  more  years, 
they  could  have  surrendered  it  with  no 
penalty. 

Sadly,  the  husband  then  was  diag- 
nosed with  terminal  cancer 
and  he  needed  cash  for  es- 
tate tax  purposes  and  med- 
ical expenses.  But  getting 
out  meant  paying  a  surren- 
der fee  of  $80,000  plus  re- 
imbursing the  insurer  the 
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Footnote 
Investor 

Robert  Olstein  never  visits 


Ha 


"e  $50,000  bonus.  The  market's 
slump  eroded  the  annuity's  value, 
ley  walked  away  with  a  paltry 
,000.  Now  they're  suing  their  plan- 
or  deceptive  sales  practices. 
Vhy  are  agents  and  other  financial 
;ers  so  eager  to  get  their  customers 
ake  an  annuity  exchange?  The  com- 
mons are  as  high  as  14%  of  the  trans- 


d  assets,  compared  with  4.75%  to 

i  for  most  other  annuities. 

he  questionable  sales  practices 

to  persuade  people  to  swap  vari- 
annuities,  both  the  bonus  and  the 
>onus  kinds,  have  attracted  notice 

the  SEC  and  the  National  Associa- 
of  Securities  Dealers.  The  SEC  is 
lining  marketing  materials  pro- 
d  by  the  biggest  underwriters,  in- 
ng  ING  Golden  American,  Ameri- 
Skandia  and  Allianz  Life.  "The 
stry  is  on  notice,"  says  Paul  Roye, 
tor  of  the  SEC's  Division  of  Invest - 
t  Management. 

'he  SEC  in  September  filed  its  first 
■-and-desist  proceeding  over  annu- 
iles.  In  its  complaint  the  SEC  alleges 
Raymond  A.  Parkins  Jr.,  an  invest  - 
t  adviser  in  Orlando,  Fla.,  didn't 
er  to  tell  clients  about  the  "unnec- 
y"  sales  charges  he  raked  in,  total- 
1210,000  for  himself  and  his  firm, 
ins,  in  a  letter  to  the  SEC,  says  he 
't  mislead  or  harm  his  clients.  A 
ing  is  scheduled  for  May  21. 
jnerican  Skandia's  chief  executive, 
e  Dokken,  dismisses  criticism  of 
is  annuities  as  ginned  up  by  rivals 


who  don't  offer  the  product.  "The 
bonus  is  always  better,"  he  says. 

Always?  Let's  compare  returns  from 
a  bonus  product  called  USAllianz  Re- 
wards and  a  regular  variable  annuity 
called  Nationwide  Multi-Flex  VA.  Say 
that  both  start  off  with  a  $10,000  in- 
vestment and  have  an  annualized  in- 
vestment return  of  10%.  The  Allianz 
buyer  has  his  head  start:  Add  in  the  4% 
bonus  he  gets  and  he  suddenly  has 
$10,400  (if  he  didn't  switch  from  an- 
other annuity  that  whacked  him  with  a 
surrender  fee). 

But  Allianz  charges  1.65%  in  fees 
annually  and  Nationwide  1.3%.  After 
ten  years  the  two  accounts  are  almost 
the  same.  By  the  15th  year  Nationwide 
has  opened  up  a  lead,  $34,950  versus 
$34,631  for  Allianz.  Just  as  bad  is  that 
Allianz's  surrender  period  is  ten  years 
and  charges  start  at  8.5%;  Nation- 
wide's:  seven  years,  7%. 

Our  advice:  When  in  doubt,  don't 
buy  any  annuity.  F 


companies  in  which  he's 
invested.  He  can't  even 
name  the  executives  who  run 
them.  So  why  is  his  mutual 
fund  so  successful? 

BY  BERNARD  CONDON 

IT  IS  AN  HOUR  AND  A  HALF  INTO  THE 
trading  day,  and  American  Home 
Products  is  down  10%.  A  Bear  Stearns 
analyst  just  downgraded  the  drugmaker, 
figuring  Alan  Greenspan's  interest  rate 
cut  means  investors  should  move  into 
faster-growth  stocks.  Robert  Olstein  has 
put  $4  million  into  the  company  this 
morning  and  is  telling  a  trader  standing 
before  him  to  keep  buying. 

"What  do  interest  rates  have  to  do 
with  the  demand  for  drugs?"  he  fumes. 
"An  analyst  says  move  out  of  the  indus- 
try, and  all  the  sheep  fly  from  the  stock." 

"Sheep"  is  a  mild  rebuke  coming 
from  this  59-year-old  contrarian  investor. 
As  Olstein  places  his  bets,  "moron,"  "lu- 
natic" and  "stupid"  trip  off  his  tongue. 
The  fiery  personality  doesn't  seem  to 
have  hurt  his  performance.  His  mutual 
fund,  Olstein  Financial  Alert,  is  up  an  av- 
erage annual  24%  since  he  opened  it  in 
1995.  He  made  13%  in  2000,  a  year  when 
an  equity  fund  was  lucky  to  break  even. 

One  of  Olstein's  secrets:  Don't  inter- 
view management.  "Why  should  I  talk  to 
the  ministers  of  propaganda?"  he  says.  "I 
want  to  see  what  people  do,  not  what 
they  say."  Instead,  he  says,  look  at  the  fi- 
nancial statements,  especially  footnotes. 
Two  years  ago  he  bailed  out  of  Lucent 
Technologies  when  he  spotted  it  dipping 
into  reserves  to  goose  earnings,  and  1 1 
other  worrisome  accounting  signs.  The 
stock  nearly  doubled  to  $84.  Then  man- 
agement lowered  earnings  four  times.  It 
now  trades  at  $18. 
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Watch  out  for  financial  time  bombs 
in  excellent  companies,  too.  Cisco  Sys- 
tems, for  instance,  has  a  problem  with 
rising  receivables.  The  stock  is  down  by 
half,  to  $39.  Olstein  won't  even  consider 
buying  it  unless  it  slips  further,  to  $31. 
General  Electric  has  fallen  from  $60  to 
$47,  but  Olstein  won't  look  at  it  until  it 


started  touting  a  night-vision  goggle 
maker  called  Vara.  Its  shares  rose  from 
$25  to  $40,  then  collapsed  to  $15  amid 
military  cutbacks  that  executives  hadn't 
seen  fit  to  warn  about.  A  fellow  analyst, 
Thornton  O'glove,  directed  Olstein  to  a 
footnote  showing  that  the  company 
would  have  reported  losses  if  not  for  its 


Fund-tastic:  By  combing 
financials,  Olstein  avoids  stocks 
that  blow  up  in  investors'  faces. 


hits  $30.  The  problem:  unsustainable 
profits  from  venture  capital  gains. 

"Everyone  says  P/Es  have  come 
down.  But  what  about  the  'E'  in  P/E?" 
he  says.  "You  win  in  this  game  by  avoid- 
ing errors." 

Olstein's  trader  walks  into  his  office. 
Shares  in  Harman  International  are  ris- 
ing fast.  Olstein  first  invested  in  this 
maker  of  stereo  speakers  during  the 
1997-98  Asian  market  crisis  because  he 
liked  what  its  financial  statements 
showed.  Instead  of  forcing  products  on 
distributors  to  meet  earnings  estimates, 
the  company  was  cutting  inventory  and 
receivables  so  it  would  minimize  its  ex- 
posure to  any  economic  downturn.  Ol- 
stein started  buying  debt-free  Harman  at 
$18.  Price  today:  $36.  "Sayonara,  Har- 
man," he  says  as  his  trader  leaves  to  sell. 

Olstein  learned  the  hard  way  about 
trusting  management  as  a  young  equity 
analyst  at  a  brokerage  firm  in  1969.  He 


hop  While  Thev  Pro 


Olstein's  close  reading  of  financial  reports  gives  him  the 
guts  to  buy  shares  while  they  tumble.  Most  of  his  picks 
here  are  rising  again  but  are  still  below  his  target  price. 

Recent  52-week     Price/  Olstein's 


Company 

price1 

high 

earnings2 

target3 

Cypress  Semiconductor 

$25 

$58 

11 

$50 

JC  Penney 

12 

22 

14 

18 

National  Semiconductor 

26 

86 

7 

45 

New  York  Times 

42 

49 

20 

50 



Thor  Industries 

22 

31 

8 

45 

'As  of  Jan.  25.  Trailing  earnings.  'Price  at  which  Olstein  believes  the  company  is 
fully  valued.  Source:  Bloomberg  Financial  Markets. 


capitalizing  of  research  and  development 
expenses.  The  brokerage's  customers  lost 
$10  million  on  Olstein's  call.  He  quit  to 
start  a  newsletter  with  O'glove  highlight- 
ing such  abuses. 

Over  the  next  decade  the  Quality  of 
Earnings  Report  exposed  accounting 
tricks  at  Penn  Central,  Leasco,  Levitz  Fur- 
niture and  McCulloch  Oil  while  their 
stocks  were  climbing.  Olstein  then  man- 
aged money  for  Smith  Barney  before 
starting  his  own  fund. 

The  going  was  slow  at  first.  "You're  a 
rookie,"  replied  one  investor  to  Olstein's 


request  for  money.  Soon  after,  in  1991 
Asia  crashed  and  markets  wobbled.  0| 
stein  heard  about  one  bad  trading  sea 
sion,  Oct.  27,  on  his  cell  while  golfing  a 
Pebble  Beach.  The  Dow  fell  7%.  He  hum 
up,  knocked  three  balls  into  the  oceari 
then  called  back  "Start  buying." 

Olstein  put  $25  million  into  20  com 
panies,  including  tech  outfits  he  ha* 
recendy  bought  at  as  much  as  dou 
ble  the  price.  He  got  angry  call 
from  investors,  but  his  stocks  ross 
The  fund  was  up  15%  in  the  nex 
six  months.  "The  public  always  get 
it  wrong,"  he  says.  "You  have  to  bu 
on  the  bad  news  and  sell  on  th 
good  news." 

He  still  owns  Thor  Industries 
an  RV  maker  down  29%  from  it 
high  and  trading  now  at  eigh 
times  trailing  earnings.  He  alst 
likes  the  New  York  Times  Co.,  trad 
ing  at  20  times  trailing  earnings 
Olstein  says  the  Times  is  being  pe 
nalized  by  depreciation  costs  tha 
exceed  the  capital  spending  needeo 
to  maintain  the  business.  He  add 
40  cents  to  the  $2.30  consensus  es1 
timate  for  this  year.  Hi 

  adjusted  P/E?  Fifteen. 

His  trader  enters  hi 
office  again.  Olstein 
bought  LandAmeric; 
Financial,  a  tide  insurei 
in  1 998,  when  its  share 
were  fetching  $22,  down 
from  $60.  They  kep 
falling  but  Olstein  kep 
buying,  convinced  tha 
less  than  half  of  its  $1: 
per  share  in  cash  reserve 
would  need  to  be  tapped.  The  stock  wa 
soon  selling  at  $16.  Now  it  trades  at  $40 
"If  you  want  to  make  a  killing,  buy  wha 
Olstein  buys —  but  wait  three  years  first,' 
quips  Martin  Whitman,  the  famed  heac 
of  the  Third  Avenue  Fund.  Olstein': 
trader  leaves  with  orders  to  sell.  Onc« 
again,  a  loser  has  won. 

The  fees  for  Olstein's  $550  millior 
fund  are  on  the  hefty  side  (2.1%  of  asset; 
annually),  but  you  don't  have  to  own  the 
fund  to  share  his  wisdom.  The  table  list: 
some  of  the  fund's  holdings  as  of  late 
January.  f 
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>ave  Our  Stock 

3n  short-sellers  start  hammering,  companies  are  fighting 
k  by  getting  shares  placed  off-limits  to  borrowing. 


HANA  R. SCHOENBERGER 

THERE  SOME  FLAKY  CONCEPT 
:ock  that  you  would  like  to  sell 
iort?  Be  forewarned:  You  could  get 
aught  in  a  short  squeeze.  Compa- 
ies  that  don't  like  short-sellers  are 
ding  up  loyal  shareholders  in 
nes  that  choke  off  the 
ipply  of  the  shorts, 
's  all  perfectly  legal — 
maybe  even  fair.  After 
iears  gang  up  against 
sanies  they  have 
ed  by  spreading  tales  of 
cial  distress.  Bulls  gang 
r  removing  their  shares 
borrowable  status. 

shrinks  the  supply  of 
table  stock.  When  a 
tze  like  this  works,  the 
ts  must  scramble  for 
r,  buying  back  their 
Dwed  shares  at  ever- 
:r  prices. 

queezing  shares  ap- 
>  to  have  worked  for 
I  Storage  Computer,  a 
ua,  N.H.  servermaker 
ket  cap:  $135  million) 
ng  under  the  unfortu- 
ticker  symbol  SOS. 
stock  rocketed  from 
nts  in  October  1999  to 
in  November  2000. 
l  came  a  bear  raid 
knocked  71%  off  its 
!.  Chairman  Theodore 
ilander's  response:  a 
20  letter  to  shareholders  begging 
elp  against  the  shorts.  The  price 
ince  doubled  to  $9. 
low  does  a  loyal  shareholder  help 
;ze  the  enemy?  By  putting  what  is 
1  a  "no  borrowing  legend"  on  the 
s.  Often  this  takes  the  form  of  mov- 
lares  from  a  margin  account,  where, 
r  a  typical  brokerage  contract,  the 


broker  can  freely  lend  them,  to  a  cash  ac- 
count. If  need  be,  the  shareholder  can  pull 
shares  out  of  the  stock-loan  system  by 
taking  delivery  of  a  certificate. 

Short  squeezes  can  work  for  large 
companies,  too.  In  July  Irwin  Jacobs,  a 
Minneapolis  financier  who  owns  5% 


Theodore  Goodlander 
fought  the  shorts  with 
shareholder  support. 


THE  MARKET'S  DOWNDRAFT  HAS 
SPURRED  SHORT-SELLERS  IN  THEIR 
QUEST  TO  DECIMATE  STOCK  PRICES 


of  troubled  insurer  Conseco,  indepen- 
dently waged  his  own  campaign 
against  shorts.  He  spent  $400,000  for 
full-page  ads  in  the  New  York  Times 
and  Wall  Street  Journal,  calling  on  fel- 
low shareholders  to  take  their  shares 
"in-house."  "It  was  incredibly  success- 
ful," says  Jacobs  of  his  ad  barrage, 
which  he  credits  with  helping  Con- 


seco's  price  to  double  since. 

How  does  all  this  go  on?  Remember 
how  shorting  works.  The  short-seller 
borrows  stock  from  a  brokerage  firm, 
which  in  turn  borrows  the  shares  from 
a  customer  with  a  long  position.  The 
short-seller  sells  the  borrowed  shares  in 
the  open  market.  Someday  he  must  buy 
back  that  number  of  shares  in  the  open 
market.  If  he  is  able  to  do  so  at  a  lower 
price,  he  has  made  a  profit. 

The  broker  can  make  good  money 
from  this  activity.  The  customer  whose 
idle  shares  were  used  in  the  transaction 
gets  no  compensation.  The 
broker  pockets  interest  in- 
come, around  6%,  from  the 
proceeds  of  the  short  sale, 
passing  along  only  a  portion 
of  it  to  the  short-seller  (or 
none,  if  the  short-seller  lacks 
clout).  Worse,  if  the  stock  is 
hard  to  find,  the  short-seller 
may  even  have  to  pay  a  bor- 
rowing fee  of  up  to  1.5%. 

Over  time  many  compa- 
nies have  won  important,  if 
temporary,  victories  against 
the  shorts  by  getting  their 
fans  to  grab  back  shares. 
Presstek,  which  was  work- 
ing on  a  supposedly  revolu- 
tionary printing  system 
(FORBES,  June  17,  1996),  is 
one.  The  stock  rocketed  to 
$190  although  the  shorts 
insisted  that  it  wasn't  worth 
anything  at  all.  Presstek  is 
down  to  $11  now,  but  it  is 
likely  that  more  than  a  few 
shorts  were  forced  to  cover  at 
a  loss  long  before  their  view- 
point was  vindicated. 

Don't  expect  the  shorts  to 
give  up,  though.  Their  case 
against  Storage  Computer  remains  intact 
Goodlander  admits  it  has  a  negligible 
market  share  in  an  industry  dominated 
by  giants  like  IBM  and  EMC.  And  it  has 
lost  money  for  the  last  three  years.  North- 
land Cranberries  tried  to  freeze  out  the 
shorts  in  1997,  but  too  few  investors  went 
along  with  its  plea.  That  stock,  $  1 7  in  Au- 
gust 1 997,  now  goes  for  just  over  $  1 .  F 
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Companies  That  Do  It  All 

In  an  age  of  outsourcing  and  virtual  businesses,  these  vertically 
integrated  corporations  make  money  the  old-fashioned  way. 


BY  ANDREW  GILLIES 

A POWERFUL  MOVEMENT 
in  the  U.S.  over  the  past 
several  decades  is  the 
de-integration  of  manu- 
facturing: Witness,  for 
example,  the  rise  of  horizontal 
firms  like  Intel,  Microsoft,  Dell  and 
Oracle  in  a  field  that  was  once 
dominated  by  the  vertically  inte- 
grated IBM.  But  for  every  trend 
there  is  a  countertrend  where  in- 
vestors can  make  money.  On  this 
page  we  focus  on  companies  that 
are  conspicuous  for  their  degree  of 
vertical  integration. 

Furniture  Brands  International 
manufactures  furniture  in  20 
plants  and  retails  the  goods  in  100 
franchise-owned  stores  in  the  U.S. 
(under  the  Thomasville  brand).  It's  a 
smart  strategy,  says  Margaret  Whelan, 
an  analyst  at  UBS  Warburg,  not  ade- 
quately recognized  in  the  multiple  ( 1 1 
times  estimated  2001  profits)  at  which 
Furniture  Brands  trades. 

Tyco  International  is  a  conglomer- 
ate with  products  ranging  from  fire- 
protection  equipment  to  disposable 
medical  supplies.  But  it  is  also  very  inte- 
grated within  some  of  its  lines  of  busi- 

Covering  All  the  Bases 


ness.  In  electronics,  for  example,  it 
makes  plastic  molding,  circuitry  and 
connectors  and  also  assembles  them  all 
into  custom  battery-packs  for  cell 
phones  or  handheld  devices. 

Evidently  the  market  doesn't  like 
firms  like  Tyco  that  are  all  over  the 
map.  With  a  year-2001  profit  estimate 
of  $2.75  a  share,  Tyco  trades  at  the 
same  estimated  P/E  as  the  S&P  500.  But 
this  is  a  growth  firm,  with  earnings  per 


share  (excluding  nonrecurrii 
items)  up  fivefold  between  19* 
and  2000. 

Defense  contractor  Genet 
Dynamics  seems  to  be  underai 
preciated,  too.  "They  are 
careful  acquirer,  and  they  c 
a  good  job  of  integratir 
their  deals,"  says  Christoph 
Mecray,  analyst  at  Deutscl 
Bank  Alex.  Brown.  Thanks 
its  investment  in  inform 
tion  technology  and  defen 
electronics,  General  Dynan 
ics  can  offer  to  build  enti 
intranet  communicatioi 
systems,  from  laying  unde 
sea  fiber-optic  cable  to  se 
ting  up  land-based  statior 
and  networks. 

Mecray  also 
Northrop  Grumman 
similar  reasons.  It  has  assen 
bled  a  powerfully  integrate 
collection  of  product  lines  i 
defense  electronics — sof 
ware  to  track  weather  systems,  for  exan 
pie,  as  well  as  software  to  detect  prot 
lems  in  military  aircraft.  The  pending  $ 
billion  acquisition  of  Litton  Industrie 
will  continue  this  process.  Northro 
Grumman  trades  at  10  times  its  200 
earnings-per-share  estimate  of  $9. 

The  companies  in  the  table  all  trad 
at  no  more  than  the  market's  averag 
multiple  of  23  times  expected  profil 
for  this  year. 


f« 


These  companies  have  prospered  through  vertical  integration.  Some  are  manufacturers  that  also  have  control  of  retail  channels; 
others  have  expanded  their  technology  businesses  and  now  offer  a  host  of  complex,  value-added  products  and  services.  These 
stocks  sell  for  no  more  than  23  times  estimated  year-2001  profits,  the  same  as  the  estimated  multiple  on  the  S&P  500. 


Recent 
price 

Change  from 
52-week 
high 

Estimated 
EPS 

Estimated 
P/E 

Estimated 
sales 
($mil) 

EPS 

projected 
growth1 

Market 
value 
($mil) 

Amjrtom- 

$47.00 

-33K 

S3. 18 

15 

NA 

18% 

$1,959 

Bassett  Fsrti'ture  Industries 

12.56 

-27 

1.54 

8 

$378 

13 

149 

Ethan  Allen  interiors 

34.06 

-9 

2.28 

15 

919 

13 

1,342 

Furniture  Brassi.  international 

24.25 

-1 

2.25 

11 

2,138 

17 

1,204 

General  dynamics 

71.75 

-9 

4.50 

16 

11,558 

11 

14,147 

La-Z-Boy 

16.94 

-5 

1.58 

11 

2,307 

14 

1,020 

Northrop  grammas 

89.25 

-5 

9.04 

10 

9,096 

10 

6,242 

Rentec 

12.00 

-69 

0.59 

20 

340 

25 

534 

Tyco  international 

62.13 

-1 

2.75 

23 

34,914 

21 

108,635 

Prices  as  of  Jan.  26  Ann. 

o  ected  over  th2  next  three  to  five  years.  NA:  Not  available  Sources:  Interactive  Data  Corp. 

IBES  International  and  Market  Guide  via  FactSet 

Research  Systems. 
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Built  billion-dollar  empire 


lost  billion- dollar  empire 


(had  to  sell  boat) 


comeback 


having  trouble  finding  bigger  boat 


Forbes 

CAPITALIST  TOOL 


STREETWALKER 


Chip  Shot 


ADVANCED  MICRO  DEVICES  HAS  A  HISTORY  OF  FUMBLING  OPPORTUNITIES  TO 
chisel  away  at  Intel's  dominance  in  the  semiconductor  market.  Not  this  time, 
and  that's  why  Advanced  Micro  (NYSE:  AMD)  is  a  good  buy,  says  Eric 
Rothdeutsch,  an  analyst  with  Robertson  Stephens. 

The  number  two  microprocessor  maker  has  executed  a  near-flawless  rollout 
of  its  1,000-megahertz  Athlon  chip,  capping  its  first  profitable  year  since  1995. 
In  2000  sales  jumped  63%  to  $4.6  billion,  producing  $983  million  in  net  in- 
come. The  company  is  narrowing  Intel's  lead  in  flash  memory  chips,  used  in 
cell  phones  and  other  electronic  devices.  Meanwhile,  Intel,  still  reeling  from  a 
chip  recall  in  August,  rushed  out  its  high-speed  Pentium  4  offering  at  a  higher 
price  and  with  lesser  performance  than  anticipated. 

Chip  stocks  are  down  lately  because  of  a  slowing  in  PC  sales.  The  slump 
won't  last  forever,  says  Rothdeutsch.  Trading  at  $22  a  share,  AMD  fetches  9  times 
trailing  earnings,  compared  with  22  times  for  giant  Intel. 

— Brendan  Coffey 


Yah-ouch! 

GIVE  YAHOO  ITS  DUE.  THIS  IS  ONE  OF 
the  few  Internet  companies  that  can 
turn  a  profit.  And  as  we  pointed  out  in 
a  recent  cover  story  (Dec.  1 1,  2000),  the 
free  portal  has  a  formidable  user  base 
and  can  target  ads  to  select  audiences 
with  scary  accuracy.  So  over  the  long 
term  Yahoo  ( Nasdaq:  JHOO)  should  do 
very  well.  But  despite  an  85%  tumble 
from  the  January  2000  high  to  a  cur- 
rent $39,  Yahoo  stock  is  still  not  done 
falling,  says  Christopher  Dixon,  a 
media  analyst  with  UBS  Warburg. 

Why?  In  a  rocky  time  for  all  Inter- 
net issues,  Yahoo's  weaknesses  will  re- 
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ceive  harsh  scrutiny.  Example:  Yahoo 
can't  provide  the  cross-promotions 
that  media  titans  like  AOL-Time 
Warner,  Disney  and  CBS  offer  because  it 
lacks  a  mainstream  magazine  and  tele- 
vision presence. 

Plus,  Dixon  says,  Yahoo  refuses  to 
report  company  results  along  its  three 
separate  business  lines — marketing, 
online  retailing  and  developing  Web 
sites  for  others.  You  have  to  wonder 
what  it  is  about  its  source  of  profits  that 
cannot  withstand  scrutiny.  A  stock 
trading  at  78  times  trailing  earnings 
cannot  have  any  flaws.  Short  the  stock, 
cover  at  $15. 

— Daniel  Kruger 


Eye  Buy 


CONTACT  LENS  MAKER  OCULAR  S 
ences  suffered  a  big  disappointment  1 
year  when  merger  plans  with  comp< 
tor  Wesley  Jessup  fell  through.  To  bla 
were  late  bids  from  two  other  riv< 
Ciba-Vision,  which  won  Jessup,  a 
Bausch  8c  Lomb. 

The  thwarted  nuptials  threw  O 
lar  Sciences  (Nasdaq:  OCLR)  off 
stride.  Anticipating  the  merger,  soi 
top  executives  had  left,  and  the  co 
pany's  sales  growth — customar 
double-digit — petered  out.  Nev 
theless,  Larry  G.  Haimovitch 
Haimovitch  Medical  Technology  Cc 
sultants  in  Mill  Valley,  Calif,  sees  sig 
of  a  nice  recovery. 

A  deal-termination  fee  from  Jess 
paid  for  half  of  Ocular's  $50  milli- 
purchase  of  French  lens  outfit  Essilor 
December.  This  firmly  establishes  Oc 
lar  in  Europe,  where  growth  should 
higher  than  in  the  U.S.  At  $15  the  sto 
trades  at  an  affordable  multiple  of  12 
— Christopher  Helm 

Top  Togs 

A  FLAT  CHRISTMAS  2000.  BANKRUPTCI 
at  Montgomery  Ward  and  Bradlees. 
possible  economic  slump.  These  arei 
cheery  notions  for  the  retailer  sectc 
But  bargain  retailer  Ross  Stores  mig 
make  a  pretty  penny  peddling  that  li 
uidated  inventory.  Ross  (Nasdaq:  ROS 
sells  cheap  name-brand  threads  at  41 
stores  in  17  states.  Its  200  buyers  pi- 
up  lots  of  overruns,  off-season  colle 
tions  and  liquidations. 

Ricky  C.  Sandler,  portfolio  mai 
ager  of  hedge  fund  Eminence  Capit; 
thinks  those  name  brands  give  Ross  i 
advantage  over  similar  outfits  lil 
T.J.  Maxx.  They  also  make  Ross  mo 
recession-resistant,  as  consume 
might  eschew  upmarket  clothier 
With  35  new  stores  set  to  open  th 
year  and  more  later,  the  chain  is  poise 
to  prove  that  thesis. 

Its  stock  got  punished  after  a  disaj 
pointing  third  quarter,  when  a  big  bate 


How  would  you  describe  The  Waldorf  Towers?  Would  you  elaborate  on 
the  sheer  joy  of  arriving  through  its  private  entrance?  Would  you  say  it's 
supremely  comfortable?  Perhaps  you'd  call  it  an  elegant  second  home, 
attentive  to  your  every  need.  Then  you  realize,  as  you  are  whisked  away 
to  your  suite  high  above,  that  this  is  a  place  which  defies  description. 


IhffexlingHotels  ofthtfWorld' 

/OO  Sast  SOt/i  ,1/ree/,  .  \iu>  V/orA,  .  W/  /002S,  L&tone:  2 12-366-3100  ifaaiimi/e:  2  1S-S72-4Z99 


For  reservations,  visit  us  at  www.waldorf-towers.com  or  call  your  professional  travel  agent  or  The  Waldorf  Towers  at  1-888-WATOWER 
The  Waldorf  Towers,  its  logos  and  logotypes  are  registered  trademarks  of  Hilton  Hotels  Corp.  ©  2001. 
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— Barra  All-US  Index  of  10,000  stocks 

'  7500 

— 200-day  moving  average 

Market  ualne-  $1  fi  (1  trillinn 

6500 

Wl  5500 

4500 

2-week  performance 
as  of  1/26/01 

Barra  All-US  Index1 

3.0% 

3500 

S&P  Barra  Growth  Index2 

4.4 

S&P  Barra  Value  Index3 

1.3 

Dow  Jones  industrials 

1.3 

2500 

S&P  500 

2.8 

EAFE4 

0.3 

Forbes  Internet  Index 

14.0 

Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
93            94            95           '96  '97 

Forbes  40  Index  (total  return) 

3.1 

'98           '99  '00 

01 

1500 

INTEREST  RATES 


Estimates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Jan.  26. 


30-year  Treasury  yield  i 


3-month  Treasury  yield  (%) 


ACTUAL 


2000 


Latest 


5.46 


5.64 


5.90 


5.17 


2001  ESTIMATE 
Mean        4-wk  chg 


5.59 


-0.5 


5.17 


-6.8 


s  watch 

Last  action:  Jan.  3,  2001,  -50  basis  points.  Current  rate:  6%. 
Next  Federal  Reserve  meetings:  Jan.  31  and  Mar.  20,  2001. 

S&P  profits  will  grow  less  than  1%  this 


SPECIAL  STOCK  FOCUS 


Short  squeeze  ahead?  Short  interest- 
shares  sold  on  the  expectation  that  they 
can  be  repurchased  at  a  lower  price- 
is  up  for  the  stocks  listed  below.  But 
analysts  tracked  by  IBES  International 
expect  these  companies— all  of  which 
sell  for  no  more  than  19  times  estimated 
2001  profits— to  post  average  earnings 
gains  of  25%  or  more  this  year. 


year,  according  to  Ronald  Hill,  invest- 
ment strategist  at  Brown  Brothers  Har- 
riman.  Hill  thinks  this  earnings  slump 
could  force  the  Fed  to  lower  short-term 
interest  rates  to  5%  by  June  2001. 

WHAT  THE  FUNDS  ARE  RUYING  AND  SELLING 


Edited  by  Shlomo  7  Rpifma 

FORECASTING  GLORAL  MARKETS 

EPS  change 
Estimated  versus 
Year         P/E      3  months  ago 

Expected 
year-to-yeai 
EPS  growth 

S&P  500 

2000  24 

-2.4% 

17% 

2001  23 

-7.4 

8 

MSCI  World-ex  US4 

2000  23 

-0.4 

29 

2001  21 

-1.4 

13 

IBES  estimate  increases/decreases 

2000 

2001 

S&P  500 

1.05 

0.69 

MSCI  World-ex  US4 

0.75 

0.74 

Rising  estimates 

Falling  estimates 

Chile 

Finland 

Poland 

Russia 

Venezuela 

Source:  IBES  International 

FORBES  INTERN 

Argentina 

Colombia 

Lithuania 

Norway 

Thailand 

'nc. 

ET  UNIVERSE5 

Index 

Recent 

12/27/00 

Value 

57.2 

46.7 

Companies 

331 

335 

Valuations 

Stock  price/sales 

3 

2 

Market  value  (Sbil) 

$503 

$321 

Sales/employees  (Sthou)  $194 

$195 

12-month  sales  growth 

139% 

141% 

2000  estimates 

Sales  total  (Sbil) 

$61.7 

$557 

Stock  price/sales 

3 

2 

P/E 

73 

55 

Sources:  Forbes:  Market  Guide  and  IBES  International 
via  FactSet  Research  Systems. 

Company  price 

EPS  P/E 

Alpharma                     $38  44 

$2.05  19 

Bally  Total  Fitness  Holding  29.94 

2.89  10 

Orthodontic  Ctrs  of  Amer  24.06 

1.57  15 

Owens  &  Minor  16.50 

1.07  15 

Pre-Paid  Legal  Services  22.31 

2.88  8 

Western  Gas  Resources  26.69 

1.67  16 

Yankee  Candle  16.19 

1.11  15 

Estimate. 

Selling 


Price 

EPS7 

Price 

EPS7 

Finisar 

$36.38 

$0.30 

Bausch&Lomb  $45.88 

$2.34 

Focal  Communications 

15.75 

-2.63 

Centex  Construction  Prods  28.25 

3.23 

Internap  Network 

8.00 

-1.92 

Fairchild  Semiconductor  17.13 

1.59 

Lennar 

37.25 

4.34 

-Federated  Dent  Stores  41.88 

4.02 

MatrixOne 

29.56 

0.17 

Great  Atlantic  &Pac  Tea  9.13 

0.26 

Sources:  Market  Guide.  IBES  International  and  Interactive 
Data  Corp  via  FactSet  Research  Systems;  IBES  Express. 


'Year  2001  estimate  Source:  ldayo.com. 

The  Barra  All-  US  price  index  consists  of  all  publicly  traded  U  S  common  stocks  for  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets  ADRs.  REITs  and  closed-end  funds  are  excluded.  Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  return  ol 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  'A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
^Capitalization-weighted  index  of  all  U.S. -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 


See  www.forbes.com  for  update*  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutimlfund 
reports.  Or  use  your  :CueCat  de\icc  on  the  cue  code  (right)  to  take  you  there  instantly. 
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ORBES/BRIDGE  CONSENSUS  ECONOMIC  FORECAST 


le  U.S.  Economy                              ACTUAL                     2001  ESTIMATE 

*  MAM                         i       .  - 

1999  Latest 

Mean      4-wk  chg 

itomobile  sales1  (mil) 

17.4          17.8*  dec 

16.0  -0.1% 

ipacity  utilization  (%) 

81.1         80.6  dec 

81.0  0.0 

:w  housing  starts2  (thou) 

1,663        1,580*  p  dec 

1,523  0.2 

;tail  sales3  ($bil) 

2,246        2,426*  p  dec 

2,384  -4.6 

ade  balance4  ($bil) 

-268        -361*  p  nov 

-426  -0.3 

lemployment  rate5  (%) 

4.1          4.0  dec 

4.3  0.9 

oss  domestic  product  (%  chg) 

4.2           2.26  3Q 

3.0  -6.6 

flation 

>l  services  (unadjusted )  (%  chg) 

2.7          3.9*  dec 

3.4  2.7 

>l  total  (unadjusted )  (%  chg) 

2.6          3.4*  dec 

2.8  3.7 

ices 

IB-Bridge  spot  indexes 

227.25  225.83 

225.40  1.7 

•Id  per  troy  ounce  ($) 

288.50  262.80 

286.77  1.5 

l/bbl  W  Texas  Intermediate  ($) 

25.60  29.78 

25.27  -1.9 

irrency 

irman  marks  per  dollar 

1.94  2.12 

2.09  0.5 

n  per  dollar 

102  117 

119  5.3 

illars  per  euro 

1.01  0.92 

0.96  2.1 

Conventional  wisdom  has  it  that  con- 
sumer sentiment  is  a  leading  indicator  of 
the  economy  and  the  stock  market.  But 
Instinet  analysts  now  say  the  opposite  is 
true.  In  seven  prior  periods  the  market 
bottomed  out  an  average  of  seven 
months  before  consumer  sentiment  did. 
Consumer  sentiment  has  been  dropping 
since  November,  but  even  if  it  continues 
to  fall,  Instinet's  findings  mean  the  stock 
market  could  be  close  to  a  trough. 

Closeup:  Consumer  sentiment  versus  S&P  500 

40% 
30 
20 
10 
0 

Consumer  sentiment         ^/  10 

1999  2000  A  -20 


Data  as  of  Jan.  24.  Source:  Instinet  Research, 
www.  InstinetResearch  Works,  com 


Forbes  Index:  Current:  320.5  2-wk  chg:  -0.4% 


Year-over-year  percent 
change     .  „„„ _„„ 
S&P  500 


&RNINGS  SURPRISES 


arMine  creates  earnings  forecasts  by  accounting  for  the  timeliness 
d  historical  accuracy  of  Wall  Street  analysts.  Comparing  Smart- 
timates  with  the  consensus  can  indicate  possible  earnings  sur- 
ses.  For  example,  American  Eagle  Outfitters  is  expected  to  earn  2 
nts  more  than  the  IBES  consensus  of  97  cents  a  share.  On  the 
wnside,  StarMine  expects  a  negative  surprise  for  Alcoa.  Reason: 
analyst  who  is  top-ranked  by  StarMine  now  expects  Alcoa  to  earn 
ly  40  cents  in  the  fourth  quarter.  Alcoa's  consensus:  46  cents. 


impany 


IBES     StarMine  Expected 
consensus   Smart-  report 
Price    estimate7  Estimate7  date 


isitive  Expected  Surprises  or  Revisions 

nerican  Eagle  Outfitters         $50.81  $0.97 


$0.99  3/1/01 


own  &  Brown 

34.88 

0.37s 

0.388 

4/10/01 

iman  Genome  Sciences 

62.81 

-0.15 

-0.13 

2/12/01 

CN  Energy  Group 

27.06 

0.46 

0.50 

2/15/01 

etromedia  Fiber  Network 

16.06 

-0.27 

-0.25 

3/14/01 

lit 

19.13 

0.35 

0.37 

3/14/01 

jeative  Exoected  Surorises  or  Revisions 

[ilent  Technologies 

54.63 

0.44s 

0.438 

2/19/01 

coa 

34.56 

0.468 

0.44s 

4/6/01 

igage 

1.84 

-0.219 

-0.289 

3/7/01 

ansatlantic  Holdings 

99.69 

1.41 

1.38 

2/12/01 

atson  Pharmaceuticals 

52.81 

0.27 

0.26 

2/15/01 

estvaco 

25.75 

0.468 

0.36s 

2/22/01 

a  as  of  Jan  26  'Fourth  quarter.  "Fiscal  first  quarter.  'Fiscal  second  quarter. 

irces.  StarMine;  IBES  International  and  Interactive  Data  Corp.  via  FactSet  Research  Systems. 


MUTUAL  FUND  SPECIAL  FOCUS 


The  five  no-load  bond  funds  below  averaged  a  one-year  total  return 
of  9%  versus  a  2%  loss  for  the  S&P  500.  If  interest  rates  continue 
to  trend  downward,  these  funds'  portfolios  will  appreciate  in  value. 


TOTAL  RETURN10 

Assets 

Fund 

3  year11 

lyear 

3  months 

($mil) 

CGM  Fixed  Income 

2.8% 

6.5% 

1.9% 

$26 

HSBC  Investor  Fixed  Income 

5.7 

12.9 

5.0 

91 

Janus  Flexible  Income 

4.6 

6.3 

4.0 

1,080 

T  Rowe  Price  Spectrum  Income 

4.9 

10.0 

5.2 

2,471 

USAA  Income  Strategy 

6.5 

7.9 

2.1 

64 

l0Through  1/25/01.  "Annualized. 
Sources:  Upper  Inc.;  Morningstar. 


NOTEWORTHY  NEW  ISSUES  IN  REGISTRATION 


Neither  interest  rate  cuts  nor  recent  stock  rallies  have  done  much 
to  revive  the  new-issues  market.  Renaissance  Capital  lists  only 
9  deals  expected  to  go  public  this  month,  versus  47  a  year  ago. 


OFFERING 

Company/business 

Share  Size 
price  ($)  ($mil) 

Sales12 
($mil) 

KPMG  Consulting/business  consulting 

$16-18  $1,905 

$2,524 

Oil  States  Intl/oilfield  products  &  services 

11-13  175 

292 

OMP/skin  care  products 

14-16  68 

32 

Torch  Offshore/oilfield  services 

NA  NA 

35 

UTI/manufactures  medical  devices 

NA  NA 

124 

l2Latest  12  months.  NA:  Not  available.  Source:  Renaissance  Capital. 

•12  months,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's 
Automotive  Yearbook.  Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto 
sales,  seasonally  adjusted.  'Total  goods  and  services,  seasonally  adjusted.  'Percent  of  civilian 
labor  force.  "Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 
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M0J*OL  ^INVESTING 


Portfolio  Strategy  By  Kenneth  L.  Fisher 


Lucky  Again  in  2000 


FORBES  COMPELS  A  COLUMNIST  TO  RENDER  AN 
annual  explanation  of  the  prior  year's  picks.  Com- 
pared to  the  indexes,  I  did  fairly  well  in  2000,  but  I 
probably  disappointed  you,  anyway.  My  beginning- 
of-the-year  forecast  for  a  flat  S&P  500,  while  not  up  to 
some  of  my  recent  years'  calls,  was  still  the  fifth  most  accurate 
S&P  prediction  of  any  nationally  published  forecaster.  Lucky 
and  good,  not  great. 

Credit  should  go  where  it's  due — the  most  accurate 
2000  S&P  forecast  was  for  a 
-10%  return,  by  Douglas 
Cliggot  of  J.P.  Morgan  Secu- 
rities. The  index  lost  exactly 
that  in  stock  price  terms.  It 
was  down  9%  when  divi- 
dends are  included. 

Among  more  than  50  na- 
tionally published  Nasdaq 
forecasts,  my -15%  prediction 
was  the  seventh  most  accu- 
rate. Few  expected  Nasdaq  to  be  negative,  much  less  down 
its  final  39%.  I  thought  foreign  markets  would  be  positive — 
and  was  dead  wrong.  I  predicted  the  Morgan  Stanley  World 
Index  would  rise  10%.  It  fell  13%. 

On  my  individual  stock  picks:  FORBES  accounts  for 
them  as  if  you  invested  equally  in  each  selection  when  it  ap- 
peared, less  a  1%  phantom  brokerage  cost,  then  compares 
the  result  with  investing  in  an  S&P  500  index  on  the  same 
dates,  in  the  same  amounts.  In  2000  this  column  broke 
even,  beating  the  S&P  by  10%,  almost  the  same  margin  as  in 
1999.  The  column  was  lucky.  My  firm's  managed  accounts 
didn't  beat  the  S&P  500  by  anything  like  that. 

But  this  column  has  been  managed  for  years  against  the 
Morgan  Stanley  World,  and  in  going  sideways  it  beat  the 
World  by  13%.  That's  too  much  by  my  standards.  You  may 
think  it  isn't  enough. 

Anything  you  do  in  managing  against  a  benchmark  is 
a  risk,  because  you  can  always  be  wrong.  Pile  on  the  risky 
plays  in  hopes  of  beating  a  benchmark  by  13%,  and  you 
instead  might  end  up  lagging  by  13%.  In  2000  that  would 
have  meant  a  horrifying  absolute  loss.  I  would  rather  aim 
to  beat  the  mark  by  a  modest  amount — four  percentage 
points  a  year  on  average  over  a  long  period.  Few  folks  do 
nearly  so  well. 

Note:  As  I  detailed  in  my  Nov.  27,  2000  column,  in  the 


Taking  on  sensible 

risk  means  my 
goal  is  beating  the 
World  Index  yearly 
by  4%  on  average. 


very  long  run  all  correctly  constructed  indexes  have  almo 
identical  average  annual  returns — S&P  500,  EAFE,  Nasda< 
etc.  So  if  I  can  beat  the  World  Index  by  4%  per  year  foreve 
I  will  look  pretty  good  even  if  compared  to  the  Nasdaq. 

Meanwhile,  I  had  some  dirty  dogs  in  2000.  Nippon  Tel< 
graph  lost  48%  between  Apr.  3  and  year-end.  Kirin  Brewei 
fell  30%  and  Ito  Yokado,  28%.  News  Corp.  was  down  31%  i 
just  two  months,  starting  Oct.  30.  SGL  Carbon  lost  27°/ 
Telecom  Italia  and  LVMH  Moet  Hennessy  Louis  Vuitton  wei 

both  off  22%.  I  also  had  rr 
share  of  big  winners:  Group 
Danone  appreciated  43f 
from  my  Apr.  3  recommendi 
tion.  Japan  Airlines  was  u 
34%.  KLM  Royal  Dutch  Ail 
lines,  35%.  Elsevier,  27%. 
explained  below,  however, 
am  very  cautious  now  aboi 
all  these  stocks — winners  an 
losers  alike. 

I  had  23  stocks  up  and  23  stocks  down.  That  isn't  so  ba 
in  a  year  when,  globally  and  nationally,  more  stocks  fe 
than  rose. 

I  had  fewer  midyear  big  calls  than  in  most  years.  My  Ma 
6  column — devoted  to  detailing  a  tech  bubble  and  peak- 
had,  in  retrospect,  near-flawless  logic,  but  its  at-the-top  tirr 
ing  was  sheer  luck.  My  May  29  column  furthered  the  argt 
ments  of  how  to  underweight  tech  and  looked  unlucky  fc 
several  months.  Now  it  looks  good. 

On  Aug.  7,  I  detailed  how  Bush  would  beat  Gore  in 
narrow  race  reminiscent  of  1960.  I  had  no  idea  how  clos 
the  race  would  be  or  how  similar  to  1960.  Pure  coincidence 
Pure  luck.  On  Sept.  4, 1  told  how  the  Democrats  should  wi 
the  House  of  Representatives.  I  was  plain  wrong  in  sizin 
up  the  close  races. 

My  2001  forecasts?  I'm  shifting  to  fully  bearish  for  th 
first  time  in  a  decade.  Next  month  I'll  detail  why  the  S& 
500  should  be  fairly  flat  this  year.  For  a  while  it  will  d 
much  worse.  It  should  fall  more,  maybe  down  25%  to  359/c 
in  the  late  third  or  early  fourth  quarter.  Nasdaq  should  far 
slightly  worse,  losing  another  15%  for  the  year — and  at  it 
nadir  will  be  lower  still  than  the  S&P  at  the  bottom.  I  thin 
foreign  markets  will  fare  slightly  better,  with  the  Worl 
Index  beating  the  S&P  by  just  a  few  percent  for  the  year.  It' 
time  to  be  defensive. 


Kenneth  L.  Fisher  is  a  de,Calif.-based  money  manager. 

Find  past  columns  at  www.foi  hes.com/fisher  or  use  your  -CueCat  device  on  the  cue  code  ( right)  to  take  you 
there  instantly. 
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 Yes,  But  By  James  Grant 

Welcome  to  the  Recession 


■ALL  STREET'S  OPTIMISTS  INSIST  THAT  THE 
fl  M  recession  is  already  ending.  Which  recession? 
Ill  The  one  that  almost  no  one  predicted  but 
B  that    -ii  vmi  drive  a  truck  or  manage  a 

B  Hf  store — you  may  feel  in  your  bones.  It  is  end- 
according  to  the  emerging  consensus,  because  the  Fed- 
Reserve  will  continue  to  push  down  interest  rates  and 
itock  market  will  obligingly  start  back  up  again. 
^  very  cheerful  consensus,  but  I  can't  bring  myself  to 
eve  it.  Barton  Biggs  of 
gan  Stanley  Dean  Witter 
ce  for  skeptics  everywhere 
n  he  recently  mused  in 
ron's,  "Is  that  the  way 
)rks?" 

It  still  boggles  my  imagi- 
on,"  said  Biggs,  "that 
ybody  thinks  we  can 
le  through  the  biggest 
ble  in  the  history  of  the 
Id  and  certainly  the  longest  boom  that  the  U.S.  has  ever 
and  get  out  of  it  with  a  very,  very  mild  recession." 
3rosperity  financed  with  speculative  capital  must  sooner 
ter  hit  the  wall  of  arithmetic.  Presented  with  ultracheap 
Is,  entrepreneurs  build  and  then  overbuild.  Before  very 
;  there  is  a  surplus  of  fixed  investment.  Businesspeople 
especially  prone  to  an  excess  of  enthusiasm  if  they  be- 
s — as  many  did  in  recent  years — that  economic  cycles 
t  out  with  the  slide  rule. 

)ddly  enough,  the  very  faith  in  the  stability  of  the  digi- 
conomy  is  what  has  added  to  the  risks  of  a  slump,  notes 
"van  Banerji,  director  of  research  at  the  Economic  Cycle 
:arch  Institute  in  New  York.  When  investors  trust  in  a 
ssion-free  future,  they  make  the  predictable  adjust- 
its.  They  save  less — in  the  case  of  the  aggregate  U.S.  pop- 
ion,  nothing  at  all — and  borrow  more.  In  the  stock  mar- 
they  eagerly  pay  premium  prices  for  the  alleged  certainty 
nlimited  growth.  Hence,  virtues  become  excesses. 
;or  the  best  catalog  of  millennial  excess,  see  the  fourth- 
rter  review  of  Hoisington  Investment  Management  in 
tin,  Tex.  (www.hoisingtonmgt.com).  Ostensibly,  "top- 
n"  investing  is  hopelessly  out  of  fashion,  but  Van  Hois- 
on,  the  firm's  founding  partner,  feasts  or  fasts  on  the 
ngth  of  his  macroeconomic  judgments.  He  has  been 
t,  and  he  has  been  wrong.  But  his  bond  accounts  have 


Bond  man  Van 
Hoisington  says 
the  slump  will  be 
far  worse  than 
most  expect. 


handily  beaten  the  returns  produced  by  the  Lehman  Aggre- 
gate Bond  Index  at  various  intervals  over  the  past  15  years. 

Bullish  on  Treasurys,  Hoisington  isn't  bullish  on  many 
other  things.  He  and  his  colleague  Lacy  Hunt  persuasively 
argue  that  the  economy  is  already  in  a  recession  and  that  the 
downturn  will  deepen.  In  reply  to  the  question  posed  by 
Barton  Biggs  and  Peggy  Lee — "Is  that  all  there  is?" — Hois- 
ington emphatically  answers:  "No." 

Identifying  the  start  of  a  recession  is  no  easy  matter.  Nei- 
ther, in  the  opening  months,  is 
predicting  how  long  and  deep 
the  downturn  will  be.  Hois- 
ington is  game:  The  slump 
will  be  long  and  deep,  he  pre- 
dicts, in  proportion  to  the 
severity  of  the  preceding 
distortions. 

"What  are  these  economic 
excesses?"  Hoisington  rhetori- 
cally asks:  "First,  there  is  the 
huge  debt  buildup  in  the  consumer  sector  resulting  from 
overconsumption  and  satiation  of  the  demand  for  goods." 
"Overconsumption"  and  "satiation"  may  bring  to  mind  a 
Puritan  sermon,  but  they  have  precise  economic  meaning. 
They  mean  that  consumers  need  a  time-out  from  spending 
to  rebuild  their  depleted  savings. 

"Second,"  Hoisington  continues,  "businesses  have  taken 
on  record  debt,  partially  for  capacity  and  partly  for  stock 
buybacks.  Third,  the  fragile  global  economy  is  too  depen- 
dent on  U.S.  imports.  Fourth,  the  reduced-wealth  impact 
from  weak  stock  prices  may  not  cease  since  overvaluations 
still  exist." 

Corporate  debt  is  at  a  record  high  percentage  of  national 
output.  There's  a  wide  gap — the  so-called  financing  gap — 
between  what  corporations  earn  and  what  they  invest.  The 
shadows  cast  by  the  debt  mountain  fall  on  both  the  banks 
and  the  bond  market.  Hence,  the  surge  in  past-due  loans 
and  junk  bond  defaults.  Hoisington's  investment  prescrip- 
tion: Prepare  for  a  longer  and  deeper  recession  than  the  con- 
sensus expects;  buy  Treasurys. 

Recession  is  that  season  in  the  economic  calendar  when 
investment  mistakes  are  repriced  and  reprocessed,  a  joyless 
but  necessary  time.  How  necessary?  Consider  that  Japan 
spent  the  1990s  refusing  to  confront  its  errors  of  the  1980s. 
The  only  thing  worse  than  a  bad  recession  is  none  at  all.  F 


s  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 

past  columns  at  www.forbes.com/grant  or  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you 
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_iinM£Y A  INVESTING 


Stock  Trends  By  Robert  S.  Salomon  Jr. 


Good-bye  to  All  That 


THERE  IS  AN  OLD  SAYING  IN  THE  INVESTMENT 
business:  "You  can't  eat  relative  performance." 
If  you  followed  all  my  buy  recommendations  in 
these  columns  last  year  and  equal-weighted 
them,  you  would  have  won  the  relative-perfor- 
mance battle  and  lost  the  absolute-return  war.  In  other 
words,  my  picks  beat  the  S&P  500  by  a  modest  5%,  but  that 
benchmark  declined.  This  victory  was  not  as  nice  as  mak- 
ing real  money.  Overall  I  was  down  5%  for  2000. 

My  best  purchase  ideas 
were  in  the  banking  area  and 
included  Citigroup  (55,  C), 
Bank  One  (39,  ONE),  Mellon 
Financial  (47,  MEL)  and  Wash- 
ington Mutual  (51,  WM).  De- 
spite some  credit  concerns, 
this  group  still  has  the  wind  at 
its  back  for  several  good  rea- 
sons. First,  the  Fed  has  begun 
a  period  of  monetary  ease  that 
should  last  for  some  time.  Declining  short-term  interest 
rates  help  profit  margins  by  reducing  costs.  Second,  the  bank 
group  still  looks  reasonably  priced  relative  to  the  overall 
market.  And  finally,  some  of  the  smaller  banks  might  be- 
come takeover  targets  as  the  industry  consolidation  contin- 
ues. So  keep  them. 

My  most  disappointing  purchase  suggestions  were  Lu- 
cent Technologies  (18,  LU)  and  Genome  Therapeutic  (9, 
GENE).  Both  stocks  lost  two-thirds  of  their  value  by  year- 
end.  1  still  have  confidence  in  the  biotech  area  in  general  and 
think  that  Genome  has  excellent  research  in  human  genet- 
ics, potentially  yielding  promising  products  to  combat  os- 
teoporosis. This  looks  like  a  great  opportunity  to  swap  Lu- 
cent into  Genome.  If  you  share  my  enthusiasm  for  the 
group,  but  can't  tolerate  the  risk  of  individual,  smaller  un- 
proven  companies,  I  recommend  an  exchange-traded  fund: 
Biotech  Holdrs  (157,  BBH),  representing  a  basket  of  20  bet- 
ter-known biotech  stocks. 

For  the  most  part,  my  14  sell  ideas  did  what  they  were 
supposed  to  do — decline.  But  one  stock  I  told  you  to  avoid 
in  my  Oct.  30  column,  Conseco  (18,  CNC),  went  up.  I  didn't 
like  it  at  $9  a  share  and  said  so.  Alas,  the  stock  fell  a  lot 
more — all  the  way  to  5 — by  the  time  my  column  was 
printed  and  delivered  to  readers.  The  tough  rules  imposed 
by  FORBES  editors  in  these  end-of-year  scorecards  treat  a  sale 


Fed  easing,  tax 
cuts  and  oil  price 
declines  should 
reverse  the  lousy 

2000  market. 


recommendation  like  this  as  if  it  were  made  at  5,  not  at  9. 

At  any  rate,  since  the  stock  is  now  18, 1  would  still  avoi 
it.  The  price  improvement  reflects  the  fact  that  new  mar 
agement  has  stabilized  the  business  and  slashed  costs.  TF 
current  price  now  fully  reflects  these  changes  and  overvalue 
the  likely  future  earning  power  of  the  company,  which  I  e< 
timate  to  be  $1  per  share  this  year,  up  from  a  projected 
cents  for  2000.  The  company  won't  pay  any  tax  on  that  do 
lar  because  of  all  the  prior  losses.  No  doubt  a  portion  of  th 

price  rise  also  reflects  the  el 
fects  of  a  short  squeeze,  give 
the  enormous  short  positio 
for  Conseco  (see  story,  p.  113. 

I  also  had  bond  ideas  fa 
you.  For  closed-end  bon< 
funds,  where  sizable  discount 
to  net  asset  value  existed, 
suggested  that  in  a  more  re 
laxed  monetary  environmen 
these  discounts  might  disap 
pear.  In  fact,  they  have  at  the  two  I  recommended  back  ii 
April:  Emerging  Markets  Income  Fund  (13,  EMI))  and  Sa 
lomon  Brothers  High  Income  Fund  ( 13,  HIX).  Another  coli 
umn  noted  that  the  relatively  new  Treasury  Inflation-Pro 
tected  Securities — TIPS — were  attractive  for  tax-exemp 
buyers  at  a  4%  real  yield.  They  now  sell  closer  to  3.5% 
which  means  that  someone  who  bought  on  my  recommen 
dation  would  be  sitting  on  a  good  capital  gain. 

While  bonds  will  always  have  a  place  in  conservativi 
portfolios,  equities  today  represent  the  better  value.  Why 
Stocks  have  had  their  price  decline,  and  the  frothy  specula 
tion  is  gone,  particularly  from  the  initial  public  offerinj 
market  and  the  dot-com  world.  Even  better,  more  money  i: 
becoming  available  to  the  investing  public,  and  that's  th< 
elixir  for  a  bull  market. 

We  know  where  Alan  Greenspan  is  headed:  down  th< 
rate-cutting  path,  potentially  leading  to  a  record  number  o 
mortgage  refinancings  and  other  benefits.  He  will  be  joinec 
by  the  Bush  Administration,  which  will  succeed  in  getting  ! 
tax  cut — although  smaller  than  the  one  originally  adver- 
tised, it  will  be  a  tax  cut  nevertheless.  In  addition  to  fisca 
and  monetary  stimuli,  look  forward  to  declining  oil  price: 
in  the  spring,  giving  consumers  an  additional  break.  Sof 
economic  landings  and  stock  market  rebounds  are  made 
from  all  that.  f 


Robert  S.  Salomon  Jr.  is  principal  and  cofounder  of  Stamford,  Conn. -based  STI  Management. 
Research  analyst:  Deborah  H.  Tarasow.  Find  past  columns  at  www.forbes.com/salomon  or  use  your 
:CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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Market  Trends  By  Martin  Sosnoff 


Looking  Forward,  Looking  Back 


Don't  bank  on  Alan 
Greenspan  to  bail 
us  out.  Expect  a 
down  year  for  S&P 
500  earnings. 


■  ITH  A  NEW  YEAR  UPON  US  IT'S  TIME  TO 
Jm  reflect  on  the  past  one.  I  should  haw  dropped 
MM  J  all  my  technology  picks  in  a  wastebasket.  To 

■  H  survive  in  2000  you  had  to  underweight  tech- 
I    VM    nology  and  overweight  health  care  and  financial 
s.  Someday  the  opposite  will  be  true,  but  that  day  won't  ar- 
ioon — certainly  not  during  the  first  half  of  this  year, 
ly  stock  recommendations  in  2000  fell  into  two  pots, 
nology  proved  to  be  a  wipeout,  and  everything  else 
:  up.  The  result  was  a 
k-even  year.  That's  after 
icting   1%  in  trading 
s.  And  while  my  picks 
ler  made  nor  lost  you 
ey,  they  did  best  the  S&P 
vhich  was  down  10%  for 
ear. 

ly  biggest  disappoint- 
t  in  technology  was  Apple 
puter  (19,  AAPL).  Its  new 

ucts  were  turkeys.  Apple  now  sells  at  close  to  book 
but  I'm  going  to  recommend  you  exit.  Its  recovery  is 
ffy  at  a  time  when  buyers  treat  computers  as  expensive 
modities  like  washing  machines  and  ovens.  For  the 
:  reason,  don't  stay  with  IBM  (112,  IBM),  either.  Mi- 
ift  (62,  MSFT),  under  30  times  forward  12  months' 
ngs,  should  still  be  accumulated,  though.  It  is  working 
to  build  an  Internet  franchise. 

ly  cellular  picks,  Nextel  (30,  NXTL)  and  Vodaphone 
VOD),  are  viable  and  should  be  held.  Yet  recognize 
face  at  least  two  difficult  quarters  ahead.  By  year- 
data  transmission  revenues  should  start  to  build  and 
capital  costs  of  adding  bandwidth  begin  to  get 
rbed. 

he  technology  sector  started  this  cycle  in  1991  at  6% 
e  S&P  500.  It  peaked  at  35%  in  March  2000  and  is  cur- 
y  around  a  24%  sector  weighting.  Still  too  high;  tech's 
:  of  the  S&P  could  drop  to  under  20%  this  year.  And 
ech -laden  Nasdaq,  now  2780,  is  headed  for  2000  be- 
midyear.  That's  the  bottom.  The  investment  problem 
y  is  timing  the  reentry,  with  the  tendency  to  jump 
(un. 

eyond  tech,  energy  extraction  looks  good  for  this  year, 
ing  for  much  of  the  1990s,  this  sector  has  only  slowly 
e  to  life  as  oil  prices  have  gone  up  and  stayed  up. 

n  Sosnoff  is  chief  investment  officer  of  Atalanta/Sosnoff  Capital  in  New  York  and  author  of  Silent 

or,  Silent  Loser.  Find  past  columns  at  www.forbes.com/sosnoff  or  use  your  -.C.ueCat  device  on  the  cue 

right)  to  take  you  there  instantly. 


Nabors  Industries  (63,  NBR),  an  onshore  gas  driller,  was 
and  is  our  best  pick.  Transocean  (45,  RIG)  and  Santa  Fe  In- 
ternational (34,  SDC)  are  strong  runners-up. 

In  the  health  care  sector  the  big  winners  were  the  health 
maintenance  organizations.  Oxford  Health  Plans  (34, 
OXHP)  and  Wellpoint  Health  Networks  (97,  WLP)  had  big 
run-ups  last  year  and  should  continue  to  do  well.  Johnson 
&  Johnson  (93,  INj)  and  American  Home  Products  (59, 
AHP)  were  strong  stocks  amid  2000's  flight  from  tech.  You 

might  want  to  sell  them, 
though,  since  much  of  their 
gains  are  behind  them. 

Interest-sensitive  stocks 
did  well  last  year.  Issues  such 
as  Fannie  Mae  (77,  FNM),  in- 
surer Ace  (38,  ACL)  and  thrift 
Washington  Mutual  (50,  WM) 
should  keep  thriving  as  rates 
decline. 

Tobacco  is  an  unsung  re- 
covery tune.  Philip  Morris  (44,  MO)  has  enjoyed  a  strong 
advance  but  sells  at  just  12  times  trailing  earnings  and 
yields  5%.  The  upcoming  sale  of  shares  in  its  food  business, 
once  the  Nabisco  acquisition  is  combined  with  Philip  Mor- 
ris' Kraft,  will  prove  that  the  tobacco  operations  are  valued 
near  zero.  Nevertheless,  the  tobacco  arm  continues  to  gain 
market  share,  raising  cigarette  prices  without  challenge.  I 
see  Philip  Morris  at  15  times  earnings. 

What  else  will  do  well  in  2001?  Big-box  retailers,  partic- 
ularly Lowe's  (48,  LOW),  radio  broadcasting,  semiconduc- 
tors and  data-storage  gorillas  like  EMC  (77,  EMC).  If  Yahoo 
can  figure  out  how  to  translate  eyeballs  into  paid  subscribers 
as  America  Online  has  done  (54,  AOL),  it  could  be  one  of  a 
handful  of  Internet  plays  with  a  sound  business  model.  Until 
then  AOL  gets  my  money. 

My  gut  tells  me  Wall  Street's  residual  bullishness  is  mis- 
placed. I  am  bucking  the  consensus  in  projecting  a  down 
year  for  S&P  500  earnings.  The  corporate  world  is  ending  a 
five-year  binge  on  capital  spending,  which  has  left  it  with  a 
much  higher  ratio  of  fixed  costs  than  when  we  started  this 
recovery  in  1991.  Don't  bank  on  Alan  Greenspan  to  bail  us 
out.  By  spring,  he  may  have  lopped  the  Fed  funds  rate  to  5%. 
Offsetting  that:  Earnings  will  disappoint  for  a  while,  and 
capital  will  remain  scarce  for  any  corporation  with  less  than 
an  investment-grade  credit  rating.  F 
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shelter  You  can  build  yourself  a  new  home 
designed  by  Frank  Lloyd  Wright,  if  you  can  put  up 
with  some  limitations— and  can  write  a  big  check. 


BY  ALAN  FARNHAM 

WANT  FRANK  LLOYD  WRIGHT  TO  DESIGN 
your  new  home?  Say  the  word  and  it's 
done.  In  the  past  15  years  nearly  20  new 
structures  designed  personally  by  him 
have  sprung  up  between  Hawaii  and 
Virginia.  We  don't  mean  copies  of  existing  homes.  These  are 
original  designs,  with  as  much  claim  to  a  place  in  the  oeuvre 
as,  say,  Fallingwater,  his  masterpiece  at  Bear  Run,  Pa. 

Wright  wasn't  the  kind  of  guy  to  let  life's  little  annoyances 
stand  in  the  way  of  work.  Over  the  course  of  a  70-year  archi- 
tectural practice,  his  wife  divorced  him,  a  crazed  cook  killed 
his  mistress  with  an  ax,  the  Great  Depression  dried  up  his 
pool  of  wealthy  clients,  his  home  burned  down  and  the  In- 
ternal Revenue  Service  badgered  him  regularly  about  non- 
payment of  taxes.  Through  it  all,  he  managed  to  design  up- 
wards of  a  thousand  buildings.  Even  death  hasn't  appreciably 
slowed  him  down. 

When  he  died  in  1959  at  age  91,  he  left  the  vaults  of  his 
architectural  firm,  Taiiesin  Architects,  bulging  with  unbuilt 
projects — some  500  designs  in  all,  about  200  of  them  resi- 


Wayne  McBroom's  new  home  (top)  and  the  Nakoma  Country  Club. 

dential.  Over  the  years  people  have  asked  permission  to  buil 
them.  To  accommodate  these  requests,  Taiiesin  in  1985  es 
tablished  the  "Unbuilt  Residential  Design  Program." 

The  process  isn't  easy — or  cheap.  Clients  first  must  fi. 
out  a  questionnaire  and  pay  a  nonrefundable  $1,500  searc 
fee,  so  designs  suitable  to  their  needs  can  be  culled  from  th 
archives.  If  construction  proceeds,  other  fees  can  eventuall 
total  nearly  30%  of  construction  costs.  Part  of  the  mone 
pays  for  adapting  the  old  design  to  a  new  site;  the  rest  is 
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Ity  to  help  the  Frank  Lloyd  Wright  Foundation  perpet- 
the  master's  design  ideas.  "We  tell  people  right  off,  this 
ing  to  be  an  expensive  proposition,"  says  Arnold  Roy,  a 
;ram  administrator. 

Vayne  McBroom  of  Alexandria,  Va.  found  it  to  be  so. 
[room,  49,  who  works  in  employee  training  at  the  IRS, 
so  impressed  by  an  exhibit  of  Wright's  work  in  1989 
he  decided  he  just  had  to  live  in  a  Wright  house.  'Til 
anything,"  he  remembers  telling  Taliesin.  "I'll  even 
a  chicken  coop,  if  you've  got  one." 
Tiey  had  one. 

Vright  had  designed  a  chicken  coop  for  newspaper  ed- 
Lloyd  Lewis  in  the  1940s  as  part  of  a  larger  Lewis  com- 
id.  Some  years  later,  after  Lewis  had  taken  to  enter- 
ing such  luminaries  as  Helen  Hayes,  Alexander 
illcott  and  Harpo  Marx  as  weekend  guests,  he  asked 
;ht  to  transform  the  coop  into  a  guest  cottage.  Wright 
but  the  project  remained  unbuilt, 
'he  ingenious  design  features  outward-leaning 
;,  which  helped  send  present-day  construction  esti- 
;s  for  the  tiny  cottage  (425  square  feet  of  interior 
e)  as  high  as  $250,000.  That  was  too  much  for  Mc- 
>m,  who  next  asked  Taliesin  for  something  simpler, 
firm  suggested  a  1947  design,  which  McBroom's 
ractors  said  could  be  built  for  around  $150,000. 
iuilding  the  house  has  been  tricky,  particularly  since 


McBroom  wants  the  finished  product  to  qualify  (in  Talie- 
sin's  eyes)  as  "An  Original  Design  by  Frank  Lloyd 
Wright" — the  highest  of  four  different  levels  of  authentic- 
ity. The  original  design  was  modified  to  bring  it  up  to 
modern  code  and  to  fit  McBroom's  budget,  but  every 
other  move  required  Taliesin's  blessing.  Changing  the  lo- 
cation of  a  storage  shed,  for  example,  was  deemed  okay. 
But  turning  the  bedroom  windows  into  French  doors  was 
not.  None  of  this  has  fazed  McBroom,  who  expects  con- 
struction to  be  done  in  May.  "You're  not  just  building  a 
house,  you're  commissioning  a  work  of  art,"  he  says. 

Meanwhile,  40  minutes  north  of  Lake  Tahoe  in  Graea- 
gle,  Calif,  Dariel  and  Margaret  Garner  are  putting  the 
final  touches  on  what  will  be  a  commercial  structure:  a 
$10  million  clubhouse  designed  by  Wright  in  1924  for 
the  Nakoma  Country  Club  of  Madison,  Wis.  Mr.  and 
Mrs.  Garner,  too,  made  modifications  to  their  original 
(with  Taliesin's  approval),  adding  a  basement.  The  crafts- 
manship demanded  by  Wright  has  proved  exacting,  in 
masonry  especially.  "It's  not  an  easy  thing  to  do — take  a 
1924  design  and  make  it  work  today,"  explains  Margaret 
Garner.  But  there  are  compensations.  "You  become  a  part 
of  history.  We  wake  up  at  night,  we're  so  excited."  The 
country  club's  opening  party,  set  for  mid-July,  will  take 
place  in  its  central  lounge — a  60-foot-tall  tepee.  Referring 
to  its  height,  Garner  says  with  pride,  "Only  a  few  Wright 


A  Prairie  School  Home  §§  Companion 


To  get  your  own  Wright  house  under  way,  start 
by  contacting  Taliesin  Architects  at  480-614- 
3500  or  www.taliesin-architects.com.  After 
you've  completed  a  questionnaire  and  paid  a  $1,500 
nonrefundable  fee,  a  selection  of  residential  designs 
will  be  presented.  This  takes  place  in  person,  so  plan 
on  going  either  to  Scottsdale,  Ariz,  or  to  Spring  Green, 
Wis.,  where  Taliesin  has  offices.  You'll  then  have  four 
options. 

Classification  I:  If  you  want  your  home  to  be  des- 
ignated by  Taliesin  as  "An  Original  Design  by  Frank 
Lloyd  Wright,"  you  cannot  alter  the  design  in  any  way, 
except  to  fit  the  home  to  its  site  and  to  bring  it  up 
to  code.  If  you  meet  the  test,  Taliesin  will  retire 

I 

your  design— meaning  nobody  can  ever  build  it  m 
again.  You'll  pay  a  12%  entitlement  fee  for  this 
status  (based  on  total  cost  of  con- 
struction), plus  another  fee  for  Ta- 
liesin's architectural  services  (15%, 
based  on  total  cost  of  construction, 
including  interior  casework,  fin- 
ishes and  furnishings  designed  as 
part  of  the  completed  home). 

Classification  2:  You'll  have  a   Feel  ambitious?  The  "Mile  High  I 


home  "Based  on  an  Original  Frank  Lloyd  Wright  Design"  if 
modifications  include,  for  example,  "major  changes  required 
to  meet  modern  lifestyles,"  such  as  an  added  conversation 
pit,  garage  or  bigger  kitchen.  Here,  Taliesin  does  not  retire 
the  design.  Corresponding  fees  are  8%  and  15%. 

Classification  3:  Your  home  is  "Derived  from  a  Frank 
Lloyd  Wright  Design."  You've  descended  to  this  status  by 
mucking  around  so  much  that  the  house  "is  no  longer  con- 
sistent with  the  original  design  intent."  The  original  design 
is  not  retired  and  could  be  built  next  door  by  someone  with 
greater  respect  for  the  artist.  Fees:  5%  and  15%. 

Classification  4:  Your  dwelling  now  is  "Part  of  a  Collec- 
tion of  Frank  Lloyd  Wright  Unbuilt  Homes,"  meaning  you're 
just  another  faceless  inhabitant  of  some 
planned  community  in  which  genius  has 
been  subjugated  to  the  needs  of  mass  pro- 
duction. You're  in  a  tract  home,  pal!  Fees: 
vague;  why  even  ask? 

Tip:  When  you  shop  for  a  contractor,  take 
Wright's  name  off  the  plans.  That  way,  ad- 
vises Taliesin  client  Wayne  McBroom,  you'll 
get  lower  quotes  and  quicker  building  per- 
mits. Wright's  reputation  for  creating  "chal- 
inois"  awaits,    lenging  designs"  survives  him.  —  A.F. 
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buildings,  like  the  'Illinois,'  are  taller." 

She  refers  to  the  most  grandiose  of  all  Wright's  projects — 
the  "Mile  High  Illinois,"  a  528-story  Chicago  office  tower, 
plans  for  which  he  unveiled  in  1956.  "Unrolled"  is  more  like 
it:  The  drawing  runs  22  feet  in  length.  The  Illinois  was  to 
contain  24  million  square  feet  of  floor  space,  feature  atomic- 


powered  elevators  (described  by  the  Chicago  Tribune  as  "ver 
tical  trains,  five  cars  tall")  and  bristle  with  landing  decks  foi 
75  helicopters.  Needless  to  say,  it  went  unbuilt.  "No  one  cai 
afford  to  build  it  now,"  said  Wright  at  the  time.  "But  in  th» 
future,  no  one  can  afford  not  to  build  it."  Here's  your  chance 
Then  again,  the  chicken  coop  is  still  available,  too. 


When  Scotland 
Lost  Its  Mind 

R  E  A  d  I  N  G  |  A  wonderful  historical  novel 
resurrects  a  disastrous  chapter  in  colonialism. 

BY  SUSAN  ADAMS  — 

CAN  AN  ENTIRE  NATION  FALL  UNDER 
the  spell  of  a  disastrous  get-rich- 
quick  scheme?  The  answer  is  yes. 
The  surprising  object  lesson:  hard- 
headed  Scotland,  which  in  the  17th  century  at- 
tempted to  build  an  overland  trading  route 
across  the  isthmus  of  Panama  starting  in  an 
area  known  as  Darien.  Never  mind  that  Spain 
had  controlled  the  region  for  the  previous  1 50 
years  or  that  the  harsh  terrain  and  ram- 
pant disease  doomed  the  project  be- 
fore its  launch.  The  result  was  a 
failure  so  spectacular  that  the  bank- 
rupted nation  fell  easily  under  Eng- 
land's boot.  Scotland  got  the  1707  Act  of 
Union  for  its  pains. 

A  few  years  ago  Douglas  Galbraith,  a  Scot 
tish  Ph.D.  in  medieval  French  history  at  Cambridge, 
stumbled  across  this  little-known  episode  described  in  a 
historical  dictionary.  It  was  as  if  Sir  Walter  Scott  had  hurled 
a  thunderbolt  at  him  straight  from  heaven.  "It  was  almost 
like  a  blurb  written  on  the  back  of  a  novel,"  he  recalls.  So 
Galbraith  did  the  natural 
thing.  He  wrote  the  novel  to 
the  blurb. 

From  his  native  land's  igno- 
minious venture,  Galbraith  has 
spun  a  salty,  delicious  first 
novel  called  The  Rising  Sun 
(Atlantic  Monthly  Press,  $25).  The  tale  is  told  as  a  journal 
kept  by  one  Roderick  Mackenzie,  an  ambitious  climber  em- 
ployed by  Edinburgh  wine  merchant  "Claret"  Colquhoun. 
When  the  Company  of  Scotland  Trading  to  Africa  &  the  In- 
dies starts  up,  Mackenzie  finagles  a  job  on  the  ship  Rising 
Sun,  part  of  the  flotilla  Lhat  sails  for  Panama.  With  the  Scot- 
tish parliament  behind  the  venture,  the  whole  country  ral- 


A  Spanish  attack  obliterates  any 
hope.  A  single  ship  limps  back  to 
Scotland  carrying  our  penniless  hero. 


lies  round  the  expedition,  putting  in  a  total  of  £400,000  it 
hopes  that  the  investment  would  rescue  it  from  economii 
hard  times. 

Galbraith  expertly  plucks  fantastic  characters  from  th» 
history  books  to  pepper  his  story.  There's  charismatic  Com 
pany  director  William  Paterson,  for  instance,  who  had  co 
founded  the  banks  of  England  and  Scotland.  But  Gal 
braith    also    displays    a    knack  fo 
invention- — take  Paterson's  plain  wife,  "; 
soul  conjured  from  soured  milk  and  cab 
bage  water." 

Like  his  naively  optimistic  countrymen 
Mackenzie  refuses  to  acknowledge  the  folh 
of  the  venture,  even  while  torrential  rain 
wash  away  the  settlers'  hard  labor,  feve 
claims  ever  more  victims  and  the  Panam; 
settlement  develops  a  stench  "so  intense  tha 
the  senses  quickly  despair  of  conveying  its  aw 
fulness  and  leave  one  with  nothing  but  an  un 
nerving  but  tolerable  greenish  bitterness  in  thi 
mouth  somewhat  like  the  taste  of  a  rottinj 
tooth."  In  the  end,  the  British  issue  a  proclama 
tion  forbidding  trade  with  the  colony.  Then  thi 
Spanish  attack,  obliterating  any  remaining  hope.  A  sin 
gle  ship  limps  back  to  Scotland  carrying  our  penniless  hero 
The  Rising  Suns  crackling  pace  makes  it  seem  mud 
shorter  than  its  520  pages.  It  helps  that  Galbraith  lets  gc 
of  facts  that  threaten  to  bog  down  his  story.  He  conflate; 
what  were  two  expeditions  to  Darien  into  one  ("You  can' 
have  two  climaxes  in  a  novel,"  is  his  sensible  excuse).  Bu 
his  attention  to  other  lost  details  like  menus,  medicines 

the  geography  of  old  Edin 
burgh,  is  meticulous  and  col 
orful.  In  the  book's  final  scene 
Mackenzie  digs  into  a  feast  o 
larks  and  venison  hauncl 
bathed  in  a  sauce  made  frorr 
cow's  udder,  sliced  ginger 
horseradish  root,  juniper  and  pine  kernels. 

If  the  book  whets  your  curiosity  about  Scottish  history 
read  John  Prebble's  Darien:  The  Scottish  Dream  of  Empire 
first  published  in  1968  and  recently  reissued  in  paperback 
The  Darien  expedition  is  a  rich  chapter  in  raw  capitalism, « 
classic  instance  of  greed  and  ambition  triumphing  over  rea- 
son. It's  well  worth  remembering.  F 
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Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library  —  Value  Line's 
most  recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide 
How  to  Invest  in  Common  Stocks   You  will  also  receive  analyses  of  about 
130  stocks  each  week  for  10  weeks  for  $55  Available  only  once  every  three 
j  eai  s  to  any  household    SPECIAL  BONUS:  J.K.  LASSERS  YOUR  INCOME 
TAX  2001.  This  Indispensable  guide  covers  all  new  tax  law  changes  as  well 

as  tax-planning  and  money-saving  strategies   Hundreds  of  examples  and 
Icons  highlight  key  points  Also  Included  with  the  guide  Is  a  free  supplement 
with  usable  forms  and  late-breaking  tax  news   A  S14  95  value  -  yours  free 
.with  your  Value  Line  subscription  while  supplies  last  Your  subscription  may  i 
be  tax-deductible;  consult  your  tax  advisor  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or 

CALL  TOLL-FREE  1-800-535-9651 

BONUS  CODE   516NFZK19    American  Express.  MasterCard,  Visa  or  Discover 
24  hours  a  day.  7  days  a  week  II  you  are  not  completely  satisfied  return  all  matenals 
in  good  condition  within  30  days  from  the  start  ol  your  tnal  subscription  for  a  full 
refund  ol  your  fee  Allow  4  weeks  for  delivery  Foreign  rates  upon  request 
.Order  Online  at  www.valueline.com/ads/f5knf 


^The  Value  Line  Investment  Survey* 

PO  Box  3988. New  York  NY 
10008-3988 


Luxury  Yachting 
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L'ELEGANCE 


Luxurious  5  SR  Feadship  Delightful,  comfortable 
S  sophisticated  interior  decor  Huge  sunbathing 
areas  Offered  lor  sale  or  charter.  Central  Agent. 


64'  1998  Feadship  first  time  offered  lor  charier. 
Five  star  service,  magnificent  interior.  Great 
crew.  Call  lor  locations  and  availability. 


2000  84'  Sunseeker  Manhattan.  New  to  market. 
Four  stateroom  layout  with  lull  beam  master. 
Caterpillar  power.  25  knot  cruise.  Central  Agents. 


ISO'  Oceanfasl  MY.  Transatlantic  range  25  its  top 
speed  Gorgeous  interior  decor  10  guesls  in  5 
spacious  SRs.  For  sale  or  charier.  Central  Agents. 


MO  RAN  YACHT  &  SHIP  INC. 

W  i  )RI  JWIOE  CHAKrERS  •  YACHT  MARKETING  •  COrfcTO'CriON  CONSLITANTS 
1300  S.E.  17th  St..  Ft.  Lauderdale.  FL  33316  •  (954)768-0707 
E-mail:  sales@moraayachU.cnm  Web  Site:  http://www.inoranyachts.com 


Business  Opportunities 


e-incorporate  .com 


•  Registered  agent  services 
•U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


CONSULTANTS 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


SOVER  THREE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Cost  To  Review  Businesses 

To  Buy  or  Sell 
1-800-999-SALE  •  1-972-980-9969 
www.gwbs.com 
GREAT  WESTERN  BUSINESS  SERVICES,  INC. 


NATIONWIDE 


For  information  and  rates  on  advertising  in  the  next 
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contact:  Media  Options  (1-800-442-6441  for  ad  rates 

&  ad  information  only) 

Fax:  1-973-694-8371  E-mail:  mediopt@aol.com 
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Executive  Gifts 


Arrange 

equipment  leases  •  Factoring  •  Business 
loans  of  ALL  types  •  No  experience  needed 

-saw 

SEE  FOR  YOURSELF! 
Visit  us  at  wTtrw.YiewTLC.com  where  making 
money  is  as  easy  as  receiving  your  E-mail! 
RECEIVE  A  COLOR  INFO  KIT 
AND  FREE  VIDEO  SEMINAR 
The  Lo«n  Consultants,  Inc 
since  1983 


CALL 
800-336-3933 


Buy  Foreclosed  Property. 

Use  OUR  Money.  Split  Big  Profits. 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675 


Online  Education 


Become  A 
Financial  Planner 


The  Financial  Planning  profession 
is  expected  to  grow  by  more  than 
36%  over  the  next  10  years.  Kaplan 
College  is  a  regionally  accredited 
institution  offering  an  Online 
Certificate  Program. 

•  24/7  worldwide  accessibility 

•  Interactive,  self- paced  study 

•  Renowned  faculty 

•  Financing  options  available 


For  a  catalog  call:  877-758-6855 


a  Kaplan  College 

www.kaplancollege.edu/fp 
-~^/^f  infofp@kaplancollege.edu 
t£&0r  Kap/a/i  College  is  a 
Kaplan.  Inc. /Washington  Post  Company 


Sport  Canoe 


The  Go  Anywhere  Canoe 
That  Packs  In  Your  Car 


Legal  Services 


Asset  Protection 


Corporations,  Ltd.  Partnerships,  LLCs 
Offshore  Trusts,  Corps.,  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacy 
•  Tax  Savings  •  Estate  Planning 

Professional  •  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

71 4-544-0622  •  www,searsattycom 
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Sea  Eagle  330 
Sport  Canoe 
'Holds  2  adults 
'Weighs  29  lbs. 
'Packs  In  A  Bag 
'IV  2"  x  2'  10" 


See  all 

•     •  ~  *  9  ^  our  boats  at 

www.seaeagle.com 

Because  our  Sea  Eagle  330  inflatable  canoe  easily  packs  in  your 
car,  you  can  take  it  anytime  you  choose  to  paddle  wild  rivers, 
remote  ponds,  scenic  lakes,  pristine  bays,  mountain  streams  or 
ocean  surf.  Best  of  all,  it  costs  far  less  than  other  canoes.  Just  1  of 
1  2  great  inflatable  boats!  Free  Catalog  &  Sample  Hull  Material: 

Call  Anytime  7  -800-944-7496 
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19  N.  Columbia  St.,  Dept.  FB021B  Port  Jefferson  Station,  NY  11776 
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THOUGHTS 


On  the  Business  of  Life 


Millions  of  American  wage  earners  find  themselves  in  a  position  for  the  first  time 
to  finance  the  acquisition  of  a  home.  The  prospect  is  that  building  will  become 
America's  number  one  boom  after  the  war.  We  have  room  and  need  for  an 
enormous  number  of  new  homes  here.  Moreover,  we  have  the  wherewithal  to  bring  them  into 
being.  Savings  by  our  work  folks  have  mounted  beyond  all  precedent.  Government  lending  has 
made  home-owning  possible  on  a  large  scale.  Expect  a  building  boom,  beyond  anything  America 
has  ever  known.  -B.C.  FORBES  ( 1944) 


Humility  must  always  be  the  portion 
of  any  man  who  receives  acclaim 
earned  in  the  blood  of  his  followers 
and  the  sacrifices  of  his  friends. 

— DWIGHT  D.  EISENHOWER 


The  President  has  only  190  million 
bosses.  The  Vice  President  has 
190  million  and  one. 

—HUBERT  HUMPHREY 


Television  is  closer  to  reality  than 
anything  in  books.  The  madness 
of  TV  is  the  madness  of  human  life. 

— CAMILLE  PAGLIA 


Anyone  afraid  of  what  he  thinks 
television  does  to  the  world  is 
probably  just  afraid  of  the  world. 

— CLIVE  JAMES 


Let's  face  it,  there  are  no 
plain  women  on  television. 

—ANNA  FORD 


Nobody  gets  comfortable 
with  their  hair.  Hair  trauma. 
It's  the  universal  thing. 

—JAMIE  LEE  CURTIS 


All  weddings,  except  those  with 
shotguns  in  evidence,  are  wonderful. 

—LIZ  SMITH 


Oh  what  lies  lurk  in  kisses! 

— HEINRICH  HEINE 


Why  does  a  man  take  it  for  granted 
that  a  girl  who  flirts  with  him  wants 
him  to  kiss  her — when,  nine  times 
out  of  ten,  she  only  wants  him  to 
want  to  kiss  her? 

—HELEN  ROWLAND 


A  wedding  is  just  like  a  funeral  except 
that  you  get  to  smell  your  own  flowers. 

—GRACE  HANSEN 


The  sound  of  a  kiss  is  not  so  loud 
as  that  of  a  cannon,  but  its  echo 
lasts  a  great  deal  longer. 

—OLIVER  WENDELL  HOLMES  SR. 


There  are  all  sorts  of  kisses,  lad, 
from  the  sticky  confection  to  the  kiss 
of  death.  Of  them  all,  the  kiss 
of  an  actress  is  the  most  unnerving. 
How  can  we  tell  if  she  means  it 
or  if  she's  just  practicing? 

—RUTH  GORDOl 


Is  not  the  whole  world  a  vast  house 
of  assignation  of  which  the  filing 
system  has  been  lost? 

— QUENTIN  CRISI 


Any  walk  through  a  park  that  runs 
between  a  double  line  of  mangy  trees 
and  passes  brazenly  by  the  ladies'  toile 
is  invariably  known  as  "Lover's  Lane.' 

— f.  scott  fitzgeral: 


A  Text... 

The  spirit  of  God  hath  made  me, 
and  the  breath  of  the  Almighty 
hath  given  me  life. 

—JOB  334 

Sent  in  by  Wendy  Burnham,  Newland,  N.< 
What's  your  favorite  text?  Tfie  Forbes  Book 
"  Quotations:  Thoughts  on  the  Business  of  Life 
given  to  senders  of  Bible  texts  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetica. 
by  subject,  are  available  in  a  900-page,  one-volur 
deluxe  edition,  The  Forbes  Book  of  Quotations:  Thoughts 
the  Business  of  Life.  The  price  is  S40,  plus  S3.50  shippi: 
and  $1  per  item  for  handling  (add  applicable  sales  ta: 

TnnrvW  nleate  rail  tnll-frpp   1  -ROnfi76-6556 
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How  does  Adero  ensure 


and  streaming  delivery  services? 


It's  Keynoted. 


'4  KEYNOTE 

1  The  Internet  Performance  Authority 


Adero  brings  the  world  together  by  helping  companies  conduct 
global  e-business  as  quickly  and  reliably  as  doing  business  locally. 

SM 

Adero  GlobalWise     solutions  enable  network  service  providers  to 
seamlessly  provide  their  customers  with 
content  and  streaming  media  distribution 
and  management  services. 
.  i  a     To  prove  the  effectiveness  of  their  global 
^*  distribution   network,   Adero   turns  to 

Keynote.  We  provide  Adero  with  a  full 


'A 


The  spbol 
of  quality 


range  of  services,  including  Keynote's  new 


Streaming  Perspective  service,  which  gives 

e-commerce    Adero  the  data  to  measure  its  own 


performance  internally  and  demonstrate  the  capability  of  its 
distributed  network. 

As  the  global  leader  in  e-business  benchmarking  and  Web 
performance  services,  no  one  else  supplies  the  kind  of 
measurement,  diagnostics  and  consulting  that  you  need.  That's  why 
more  than  2,700  corporations,  Web-hosters.  Internet  service  and 
content  delivery  providers  worldwide  use  Keynote.  Learn  what  we 
can  do  for  you.  Call  1-800-KEYNOTE  or  visit  keynote.com. 


Download  a      -  .  Whitepaper, 

'Understanding  Web  Site  Speed  and  Reliability 
www.keynote.com/speed.html 


ty" 


www.keynote.com 


©  2000  Keynote  Systems  All  rights  reserved  See  nasdaq  keyn.  All  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners 
Adero  is  a  trademark  of  Adero,  Inc.  GlobalWise  is  a  service  mark  of  Adero,  Inc  in  the  U.S.  and  other  countries. 
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By  the  poi 
Or  by  the  pa 


FALL 
DOWN! 

Will  thousands  of  angry 
volunteers  topple 
America  Online — parent  of 
the  world's  most  powerful 
media  company  N 

FEB  1  5  2001 
LIBRARY 


TE  DUE 


the]  self-help  \book 


for  the  mobile  workforce 


traducing  VirtualTech,"  the  most  advanced  e-support  tool  for  people  on  the  go. 


ly  Toshiba  offers  VirtualTech,  now  preloaded  on 
Satellite®  2800  Series,  which  empowers  you  to 
olve  system  issues  on  the  fly.  Upgrade  to  Premium 
ualTech  and  you've  got  access  to  software-related 
3Stions  for  over  150  of  the  most  popular  third-party 
olications.  All  right  there  at  your  fingertips.  Work 


the  way  you  want  by  choosing  between  24/7  self-help, 
online  interactive  support  (with  less  than  30-minute 
response  time)  or  complete  technical  assistance 
through  our  call  center.  And  with  Intel'9  Celeron™ 
processors  up  to  650MHz,  you  can  rest  assured 
that  you  get  answers  fast  and  efficiently. 


1  includes  integrated  Ethernet  and 
V.90  56K'  modem  ports  for  hassle- 
free  Internet  and  LAN  connectivity. 


leron 


'  On-the-road presentations  couldn't  be  sweeter 
with  this  impressive  multimedia  package. 
Includes  built-in  booming  subwoofer  sound 
system,  built-in  DVD  and  an  eye-grabbing 
13.3"  diagonal  TFT  active-matrix  display. 


'  Affordable,  packed  with  performance, 
and  capable  of  tackling  anything  that 
comes  your  way.  That  makes  this 
business  solution  a  great  value  for 
any  size  business. 


To  buy  direct  call  1-800-TOSHIBA  or  visit  shoptoshiba.com. 


choose  freedom"" 

TOSHIBA 


'dudes  Microsoft9  Windows'"'  Millennium  Edition — the  home  version  of  the  world's  favorite  software. 

ba  America  Information  Systems.  Inc.  All  rights  reserved.  Satellite  is  a  registered  trademark,  and  choose  Ireedom,  EasyLease  and  VirtualTech  are  trademarks  of  Toshiba  America  Information  Systems,  Inc 
Intel  Inside  logo  are  registered  trademarks  and  Celeron  is  a  trademark  of  Intel  Corporation  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation  All  specifications  and  availability  are 
lange.  Toshiba  reserves  the  right  to  withdraw  or  change  the  VirtualTech  offers  without  notice   Due  to  FCC  limitations,  speeds  of  53Kbps  are  the  maximum  permissible  transmission  rates  during  download 

Actual  data  transmission  speeds  will  vary  depending  on  line  conditions  G8  means  1  billion  bytes 


THE  MEEK  MAY  INHERIT  THE  EARTH 


MERGERS  AND  ACQUISITIONS 


SEATWMSINE  €60,000,000'000 

GtALLEl  M«o«Jwrth 
November  2000  Un.lt 

$50,715,000,000 
N0P.TEL            Sp^c.369%  1 
NETWORKS  rWfaBheldby 
May  2000  BCE 

$36,500,000,000 

■      *f  PCCW  Acqured 

Cable  &  Wireless 
August  2000       Hong  Kong  Telecom 

J                 $21 ,000,000,000 
June  2000         Network  Solutions 

S20.000.000.000 

VERITAS  JZZSl* 

November  2000      Seagate  Technology 

^■M|MM|B>  $12,500,000,000 
October  2000          Terra  N  e  two  r*i 

I    „  €12,100/ 
^fr»r>ojt«»ri-.o-n 

WIND  "waa 

q«JEqJ    $9,300,000,000  j 
cmf  vf  5          ur        Ivleroed  with 
June  2000            12  Technologies 

@  ^.000.000 

$7,900,000,000 

Acqured 

NfTWORKS 
October  2000  WebSyttems 

$7,100,000,000 

$7,000,000,000 
|    11     n   -X    f(l  Merged 

November  2000         Software  com 

$6,525,000,000 

$5,000,01 

Chromatis* 

June  2000  Techno, 

LUhmrrm+Bft.  Merged^ 
March  2000  USWeb/CKS 

fctlfc^  fl#ffl^f  Htrwtirldg^  Networki 

May  2000  Corporation 

Agreerr^rBecoure 
Peryjing  GlobalCenter 

jg^.  $4,500,000,000 
Applied 

October  2000            Micro  Circuits 

M  f  iiRf  M.300,000.000 

f.Wgecj  with 
March  2000         Redback  Networks 

$4,300,000,000 

'■^l/^                Merged  wrth 
Kane 

Apm  2000  Communications 

$3,250,000,000 

NORTEL 

NETWORKS  Acquired 

January  2000  Qtera 

%/"  S3J50.000.000 
y^/"05  Acouredb, 
June  2000           Nortel  Networks 

SWOO.OOO.OOO 

Acquired 

EPIPHANY 

May  2000          Octane  Software 

S3J00JX 

Oak  IndllStnCS  Acour* 

January  2000  Com 

$2,960,000,000 

Microsoft 

July  2000  Telowest 

y^Sr^.  $2,600,000,000 

\Akamai  ***** 

Apnl  2000  Inlervu 

$2,600,000,000 
Pending            CIENA  Corporation 

$2,500,000,000 

tuco  v^fw^ 

Systems  ONScn  0t 
Pendmg          Lucent  Technokigies 

pa  $2,400,000,000 

February  2000  MlnrJSpring 

€2,700,000,000 
-a^reeSOTV©       Agreement  to 

merge  with 

Pendng  VVanadoo 

S2.350.0I 
VEE 

October  2000  Bactronta 

September  2000    Tetecommu  nkMora 

$2,174,000,000 

V  THOMSON-CSf  Acqured 

Racel  Electronics 
July  2000  PLC 

__|^___  $2,120,000,000 
August  2000  Retefc 

S2.100.0W.0OO 

NORTEL 

NErwORItS  AcourerJ 

March  3000  CUrify 

52,000,000.000 

COMMERCE  Jp~ 

December  2000  Covtslnt 

$1300.000.000 
r^TiiM               Advice  w»»i  respect 
\£gfifWW              to  tfe  spr«yi 

Jury  2000         Applied  Power  Inc. 

yfe  $1,700,01 
Nt>  MeroaaO 
i  till  ■» 

May  2000  Harmc 

y—N  $1,700,000,000 

June  2000  TSC 

$1,600,000,000 

S^G                        Agreement  to  be 

L  — V"T    ASM  Lrthocraphy 
Pending                Holding  N  V 

$1,500,000,000 

Acqured  by 
Lucent 

September  2000  Technologies 

Q            SI  .400.000,000 

^r:           Mission  Critical 
May  2000  Software 

•rJW                SI  ,400,000,000 
SB™**  t»SSSS 
Metromedia  Rber 
Pending                NetworX,  Inc. 

$1,350,000,000 

METft&fOff        Acoured  by 
June  2000  PSINet 

$1^00* 

October  2000  Inato 

^9  $1,300,000,000 

Acquired 

SANMINA 

June  2000  MarJeo 

jft  $1,239,000,000 

BELGACOM         SkyneVWri  with 
October  2000         Irrtosources  SA 

1  -  PAGINE 
GIALLE. 

Pending                Matrix  S-pA, 

■sa      si,  io5.ooo.ooo 
■  jm 

^MS^M          Cytooa  Computer 

July  2000  Products 

$1,100,000,000 

•L— Acqured 
June  2000  Andover.net 

jfo  $1,052,000,000 

^jL  Sprvotfo. 
May  2000  Busress 

$1, OOO.OC 

June  2000  SH 

51*  $990,000,000 

&■  Acqured 

$963,000,000 
AMTEC  Agreement 

Pending             Arris  Interactive 

1  $961,000,000 

|                                  Agreement  to  acquire 

SS90.000.000 

PMC  — 

March  2000  /UVNetcom 

$872,000,000 

S350.000.000 

I  oh  inborn  ac*™ 

AOH2000  Oneboxxom 

S830.0CK 

Ma/cn  2000  Communications 

AXENT 

Pending  Techirologles 

May  2000                Altitun  Afi 

May  2000  Medici 

$750,000,000 

Acqured  by 

GoITtiar* 

October  2000  Sabre 

$724,900,000 

Abdut  A*s^st;bo 

Pending                 PRIMED  IA 

$674,000,000 
©CYGNUS         Acqured  Dy 
January  2000              Red  Hat 

USrflbk.  S674.000.000 

NETWORKS  «m 

Precision 
Apnl  2000           Response  Corp 

$645,000,000 
jkVw  1  *  >  t»m  ArJ^errerttoacqun 
"  Ao^pttve 
Pe-yj-vg  Broadband 

| 

S623.000.000 

CatapUlSe  Afaeemntobe 

Pendno           RaoonaJ  Software 

y  S-51B.00 

June  2000  Marcon 

s  I  S 
a  0  2? 


Si  W 

o  o  £ 

=  2  « 
to  is  a 

II  § 

=  SS  m 
o  -S  „ 

«ll 
=  i 

3  GO 

o  t3  « 

i_  Q)  T3 
O    Q.  O 

o  o  O 

C  Q. 


S  0  §■ 

£  •§  O 

i  s  8 

o  «; 

7J  «  fr) 


CREDIT 
SUISSE 


FIRST 
BOSTON 


Technology  Group 


$600,000,000 

I  NEW  FOCUS        Agreement  to 


entera 


Acquired  by 
December  2000  Cacheflow 


Actorna 


S439.000.000 

Acquired  by 

Digital  Insight 


PMC  -  - 

Apnl  2000 


$415,000,000 


$561,000,000 

Acquired 
MoreCom,  Inc. 


$409,000,000 


EPIPHANY 

January  2000  RlghtPoInt 


$400,000,000 

Agreement  lobe 
acquired  by 
Sun  Microsystems 


johinaom 


Paraoon  Software 


72±1 

Pending 


$375,000,000 

Agreement 

TANTAU  Software 


$375,000,000 

Acquired  by 
November  2000       EMC  Corporation 


$360,000,000 
Hr\  nrilus  gold  its  Information 
SKcyOOidS     Solutions  Group  to 


$333,000,000 
®NetCentiveS  Acquired 
Post 

Apnl  2000  Communications 


Virata 

August  2000 


$315,000,000 

Acquired 


FJRT4L 


SolutJon42  AG 


|L  $268,000,000 

(    *  Aoqvred  by 

November  2000  Sonic  WALL 


September  2000 


November  2000 


$257,000,000 

Acquired 
Rlcardo.de  A-i 


$200,000,000 

^Akamai  te»"d 


$200,000,000 

careerbuilder* 

THbune  Company 
August  2000        and  Knight  Rldder 


5200,000,000 


September  2000        America  Online 


$250,000,000 
Cadabra.  Inc 


$190,000,000 

Ix'Freet 


$225,000,000 
1KENT*  ft"™ 


October  2000  Funding  II  LLC 


$175,000,000 


Corporation 


of  preferred  stock  to 
Pending  Francisco  Partners 


$150,000,000 

EM  AX  Solutions 
3000  Partner*  Inc. 


0  ■■  to>  ■  2000 


$130,000,000 
Cadabra  Design 


PAIRCHILD 


$115,000,000 

Acquired 
QT  Optoelectronics 


ws 


h<t,.tinO  on..,:  <  om 


$100,000,000 

Acquired  the 
SDH/WDM  Transport 

Business  erf 
Nokia  Corporation 


$93,000,000 

/jCj,  ACT 

GSS  Array 
Augusl  2000  Technology  Pic 


$80,000,000 

Gartner  Acquired 


CREDIT  SUISSE  FIRST  BOSTON  TECHNOLOGY  GROUP. 


CSFB  I  EMPOWERING  CHANGE. 


BUT  THEY'RE  UNLIKELY 

TO  GUIDE  318  TRANSACTIONS  THROU 


MERGERS  AND  ACQUISITIONS  (CONTINUED) 


€72,000,000 
November  2000         Stamens  AG 

$59,000,000 

September  3000         3Com  Corp. 

$56,000,000 
June  3000            Digital  Insight 

$50,000,000 
m  NEW  FOCUS  ^^1o 
Globe  Y. 
Pending  Technology 

0  |  $45,000,000 
>w*^m        Sate  of  remanng, 

January  3000          CareJnslta  Inc. 

HOC'i*          Beau  Merconnect  to 

/»-\  $27,000 

feLoyalty  j~ 

Apr*  3000  Crossover' 

$24,800,000 

^  Undisclosed 

y  ■  y  t                Sale  at  mnonty 
tBBi            merest  and  stiaiage 
r- ■-            pertnershp  with 
August  2000              Banco  ttau 

DACrU  Undisclosed 

DwOvll      Telecom  Pnvale 

Undisclosed 

2/    C0R10  Strateg* 

August  3000         Emst  A  Young  LLP 

Undisclosed 

C)DeltaKabel 

Apnl  2000  Technologies 

am  Undisclosed 

Agreement  to  fierge 

Undlscl 

SNetcentives  a,-,^.^ 

Universal  Value 
March  3000  Network 

Mtia-ltfAV  Net^SV,Sk,n 

Kohlberg, 
January  3000        Kravts  &  Roberts 

<fl  STOO  ^Tate^onGroup^ 
Pending            *  Media  Partners 

No-ember  3000       C-MAC  inc 

Undisclosed 

1  w  ~     i  rmo»«rs    futrmi  Systems  to 
Houston 
May  3000            Wire  A  Cable 

■  M  Undisclosed 

■  Hassc*J5l%o( 
'  »                   BetaResearch  to  a 

KirchGruppe     jont  venture  with 
Pending           Deutsche  TeleKom  AG 

Undisclosed 

^)  Muvohtadta,  Inc.         Acqured  by 
January  3000  Gemstat 

Undisclosed 

Optimal          Agreement  to  be 
•toured  by 
Pending  Compuware 

Undisclosed 

^SCHUMANN  Acquradby 
January  3000              Systor  AG 

I  tXAb  Undisclosed 

f  PACIFIC  . 

£ri  CROUP  A"*-**'**'1 

June  2000  Gemplus 

Undlsd 

^Unisphere 

Peoomg  Bread! 
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TO  £  7 

5  *  : 

CO  o  ^ 


$1,138,500,000 

C  0  f  V  I  $  ln«al  Pubk:  Offemg 

July  3000  l«ad  Manager 


$575,000,000 

Int^  Pubic  Offering 
February  3000  Lead  Manager 


£376.711,000 

|  Inrtui  Pubic  Ofiemg 
Jury  2000  Lead  Manager 


$402,500,000 

M  CD  ATA  ir^Pobfcofe^ 

August  2000  Lead  Manager 


€430,105.000 

h-oaJ  Putafc  Oflenng 


$342,300,000 


Fabruar)  XXX 


=  =  =  =  S254.70I 

JuneTOOO  LeadMar 


$240,000,000 

InrtaJ  Pubfc  Oftemg 


Jury  2" 


teed  Manager 


$230,000,000 
han&pf  >ng        lfVOal  PjC*c  Offercig 

Lead  Manager 


B2O00 


€230.878.000 

Irvtsl  PuDte  OVr^ 
Lead  Manager 


*  $216,500,000 

lortad  Pubfc  Otemg 
August  2000  Lead  Manager 


MSL  ^ 

June  2000 


$202,400,000 

MU  Put*c  Oflerng 


$193^00,000 
ONVlA.com  IrvjrafPut^Oflerng 
February  2000  Lead  Manager 


5180.001 


^machines 

March  2000 


$179,400,000 

Mai  Pubfc  OBemg 
January  2000  Lead  Manager 


724^ 


$168,000,000 

tal  Put*  Ofl<  ■  ■. 
AprS  3000  Lead  Manager 


$162,500,000 

Intel  Pubfc  CWenng 


May  31 


$151,819,000 

Irrtaf  Pubfc  Oflenng 
February  2000  Lead  Manager 


S1J4.000.000 
Luminent  Intel  Putic  Ofrerrx} 


Kc  imba  2001 


$144,000,000 

Netpliance  ^p^o*^ 


h200C 


,  $139,91" 

It^rW  IriM  Pubfc 

March  2000  lead  Mar 


$1 38,000,000 

August  3000  Lead  Manager 


IChipPAC 


$138,000,000 

t*|  SELECT1CA  lr^Put*;Oftorng 
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Is  The  Dream  Over? 
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This  issue  of  Forbes  ASAP  is  about 
dreams:  happy  dreams,  bizarre  visions,  and 
nightmares. 

Dreams  have  always  been  a  part  of  the  high 
tech  revolution.  Without  them,  there  would  not 
have  been  the  great  discoveries  —  and  the  even 
greater  ambitions — that  have  fueled  the  tech  indus- 
try for  the  last  half-century.  Without  dreams,  there 
would  be  no  business  plans,  no  venture  capital,  and 
no  sleepless  product  design  teams. 

The  past  few  months  have  seen  the  most  com- 
mon, but  least  realized,  of  tech  dreams — overnight 
tycoonship — turn  into  morning  hangovers  for 
thousands  of  young  dot-commers.  For  them,  the 
dream  is  already  evaporating  in  the  harsh  daylight 
of  a  burst  economic  bubble.  Will  they  ever  dream 
again?  I  think  so,  because  dreaming  is  what  makes 
us  who  we  are.  Dreams  give  us  hope,  sometimes 
even  the  blueprints  for  the  next  great  thing,  but 
sometimes  they  give  false  hope. 

The  many  thousands  of  people  who  volun- 
teered their  time  working  for  America  Online  over 

the  past  decade 


Without  dreams,  there  would 
be  no  business  plans,  no 
venture  capital,  and  no  sleepless 
product  design  teams. 


had  their  own 
sweet  dreams.  For 
some,  it  was  to 
be  at  the  center  of 
an  exciting  new 
community  of 

  like-minded  souls. 

For  others,  it  was 
a  way  to  tap  into 
the  technology  revolution  as  a  pioneer.  And  for 
still  others,  it  was  a  way  to  defray  online  costs 
while  doing  something  they  loved. 

But  for  many,  those  dreams  turned  sour  as  AOL 
grew  rich  and  powerful  and  left  them  behind. 
Some  of  those  past  and  present  volunteers  have 
begun  insisting  that  they  deserve  more  for  their 
labor.  Some  are  bringing  suit  against  AOL.  In 
doing  so,  they  raise  questions  that  could  have  a 
profound  impact  on  cyberspace,  high  tech  indus- 
try, and,  ultimately,  on  the  very  definition  of 
work  itself. 

AOL  and  its  volunteers  are  the  subject  of  this 
issue's  cover  package.  It  is  the  product  of  a  three- 
month  investigation  by  the  Forbes  ASAP  staff,  led  by 


Multimedia  Director  Robert  Grove  with  the  hel 
of  Senior  Editor  Patrick  Dillon  (who  helped  form 
team  of  reporters  that  investigated  former  Philip 
pines  President  Ferdinand  Marcos'  financial  empir 
and  shared  the  Pulitzer  Prize),  me,  Reporter  Davii 
Raymond  (who  wrote  last  year's  landmark  Forbe 
story  on  MicroStrategy),  and  Editorial  Assistant 
Reporter  Andrew  Freiburghouse. 

What  we  uncovered  should  stun  you,  perhap 
enrage  you.  It  should  also  serve  as  a  further  cau 
tion  that,  for  the  first  years  of  the  new  century,  thi 
greatest  challenge  facing  high  tech  may  not  b« 
innovation  but  the  long-ducked  question  of  labo. 
and  work  and  proper  pay. 

Looking  back,  the  ephemeral  e-commerce  bub 
ble,  with  its  thousands  of  overfinanced  startup; 
chasing  entrepreneurial  pipe  dreams,  seems  more 
like  a  fever-induced  hallucination  than  a  real  his- 
torical event.  And  now  that  it  is  (almost)  over,  al 
we  have  left  for  the  sake  of  nostalgia  are  a  fevv 
T-shirts,  mousepads,  and  sock  puppets. 

One  person,  our  Projects  Editor  Rodes  Fish- 
burne,  was  there  at  ground  zero  to  cover  the 
story's  meteoric  trajectory.  For  two  years  he  joined 
postadolescent  startup  teams,  sat  through  obtuse 
conferences,  mingled  at  superabundant  parties  as 
well  as  obscure  cyber  cafes — all  to  one  day  capture 
the  real  story  of  the  Internet  bubble.  The  result,  in 
these  pages,  is  a  document  for  history:  perhaps  the 
only  report  we'll  ever  have  on  what  it  felt  like  to 
be  young  and  (momentarily)  rich  while  remaking 
the  business  world. 

Finally,  real  dreams.  I  grew  up  in  Silicon  Valley 
and  have  covered  it  about  as  long  as  anybody.  So  1 
thought  I'd  seen  every  possible  story  that  could  be 
written  about  this  town.  Then  a  young  writer, 
Forbes  ASAP  intern  Michael  Boland,  came  up  with 
a  story  topic  the  likes  of  which  I'd  never  seen 
before:  What  do  entrepreneurs  and  scientists  dream 
about  at  night?  The  answers  are  as  diverse  and  sur- 
real as. ..well,  dreams  themselves.  The  result  is  an 
astonishing  and  illuminating  glimpse  into  the  sub- 
conscious of  the  digital  age. 

Three  stories,  and  perhaps  a  million  different 
dreams.  After  reading  this  issue,  we're  confident 
you  will  never  look  at  the  technology  revolution 
the  same  way  again.  ■ 
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Return  Buy 
wins  in 
South 
Carolina. 


ReturnBuy  has  reinvented 
returns  for  manufacturers, 
distributors  and  retailers, 
providing  end-to-end 
services  and  fast,  Internet- 
powered  processing  and 
resale  for  maximum  value 
recovery.  Like  no  other  location, 
South  Carolina  meets  all  of 
ReturnBuy's  requirements 
for  top  quality  employees 
and  capital  resources, 
providing  total  business 
support  in  this  new  economy. 

Find  out  how  Team 
South  Carolina  can  put 
together  the  right  package 
for  your  business. 

South  Carolina 
Department  of  Commerce 
800-868-7232 
www.teamsc.com 


"Every  deal  in  today's  market, 

regardless  of  size,  is  global.  All  of  our 
clients  need  the  same  thing  —  a  firm 
that  delivers  consistent,  seamless 
service.  Our  people  have  lived  and 
worked  all  over  the  world.  They  know 
what  it  takes  to  understand  a  cross- 
border  transaction  —  the  business 
issues,  the  people  issues,  the  financial 
issues  —  everything." 

—  Alan  Alpert,  M&A  Services 
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the  answer  is  the  people  of  Deloitte  &  Touche 


Deloitte 

&Touche    as  surance  &  advisory,  tax  services  and  consulting 


www.  us.  deloitte  .  com/m&a 
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HALF  A  MILLION 

IN  SAVINGS. 


Incorporated  has  long  been  famous  for  attentive,  personal  service.  So  when  they  wanted  to  restyle  their  customer  service  operations  for  today's  eBusiness 
ronment,  they  chose  Aspect.  Using  Aspect  eCRM  solutions,  Saks  integrated  three  contact  centers  into  a  single  virtual  contact  center.  Without  adding 
igle  agent,  Saks  now  handles  16%  more  customer  interactions.  Whenever — and  however — their  customers  choose.  It's  all  resulted  in  three-quarters 

million  dollars  in  annual  savings,  while  preserving  Saks'  legendary  service  for  generations  to  come.  It  seems  that  success  does  indeed  come  gift-wrapped. 


the  whole  story  behind  Aspect's  solution  for  Saks  at  www.aspect.com/go/maxprofits  or  call  us  at  1-888-412-7728. 
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Now  there's  a  better  way  to  manage 
your  customer-employee-supplier-partner- 
intra-extra-Inter-cross-platform-global- 
way-too-complex-digital-economy  net. 
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You  can't  reach  new  heights  in  today's  eBusiness  world  unless  you  get  all  your  ducks  in  a  row.  You  need  integrated 
networks  that  let  your  employees,  partners,  suppliers  and  customers  work  together.  And  all  their  different  operating 
systems,  intranets,  extranets  and  the  Internet  work  as  one  Net.  Securely  and  reliably.  That's  the  strength  of  Novell's 
Net  services  software.  It  lets  existing  technology  work  together.  And  gives  you  the  power  to  change  your  eBusiness 
as  fast  as  the  Net  economy.  So  take  off  at  www.novell.com 
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DON'T  GET  LEFT  BEHIND. 


Enterw 

quickly  joining  all  the  e-marketplaces  you  need  to  sell  in. 


If  you  want  to  quickly  reach  new 

customers  through  e-marketplaces,  call  Enterworks. 
Our  e-business  integration  solutions  give  you  a 
competitive  edge  by  getting  your  business 
processes  and  catalog  content  to  work 
smoothly 

with  the  e-market 
places  of  your  choice  —  faster 
and  less  expensivelv  than  you  might  think. 

•  \^e  help  you  leverage  your  best  practices  by 
automating  processes  in  critical  areas  like  inven- 
tor}' management.  PO  fulfillment,  and  invoicing, 
and  then  integrating  them  quicklv  and  securely 
with  e-marketplaces. 


•  X^e  make  sure  that  you're  always  prepared  for 
changing  market  conditions  and  customer 
requirements  by  making  it  easy  to  instantly 
deliver  up-to-date  catalog  content  to  market- 
places in  the  format  they  require  —  xCBL. 
cXML,  RosettaNet  PIPs.  and  others. 


And  Enterworks  protects  y 


our 


cherished  brand  equity,  too.  with  pre-built 
process   models  that   support  Ariba'd 
PunchOut    and    RoundTrip/OCI  from 
Commerce  One-SAP  —  so  buyers  know  they"rei 

buving  from  voui 
when  thev  make 
purchases  through  the  marketplace. 

E-marketplaces  can  be  a  powerful 

way  to  find  and  serve  new  customers.  To  learn 
more  about  Enterworks"  solutions  for  helping  you 
take  advantage  of  e-marketplaces  to  build  new 
business  relationships,  visit  our  \^eb  site  at 
www.entervvorks.com  L049.htm] 
load  a  FREE  executive  overview  of  Challenges 
and  Solutions  for  Supplier  Enablement.  Or  call  i 
888-242-8356.  ext.  1049. 

Enterworks.  \W"11  help  you  arrive  on  time  in 
successful  e-marketplace  sales. 


Enterworks 


3  2000  Enterworks.  Inc  All  rights  reserved 


POWERING  PORTALS  AND  E-MARKETPLACES 

1-888-242-8356  x1  049  www.enterworks.com/1049.html 

•ones'  and  the  "e.-  logo  are  registered  trademarks  ot  Enterworks  Inc.  All  other  product,  service  and  company  names  are  trademarks  or  registered  trademarks  of  their  respective  ow«o) 


OUR  READERS  RESPOND 


H  OR  CONSEQUENCES 

Issue  V,  especially  the  essay  by  Pat 
toy,  continues  to  spark  commentary 
i  ASAP  readers.  We  appreciate  your 
back.  To  order  more  copies  of  the 
Issue,  call  (800)  888-9896. 

— The  eds. 

nnot  adequately  express  how  much 
r  Heart's  Content"  [October  2,  2000] 
hed  me.  I  am  an  active  duty  military 
er  with  almost  19  years  of  service.  I 
the  youngest  of  five  children;  my 
2r  was  a  World  War  II  veteran,  and  so 
e  of  my  older  siblings  struggled  with 
morality  of  Vietnam  about  the  same 
:  Pat  Conroy  faced  his  challenges, 
■s  later,  I  chose  to  serve  and  partici- 
d  in  the  Gulf  War.  One  of  my  sisters, 
mtspoken  critic  of  Vietnam  and  the 
tary,  confessed  to  me  prior  to  my 
oyment  to  Saudi  Arabia  that  she  may 
:  been  wrong.  It  was  an  epiphany, 
have  to  believe  that  Conroy  would 
:  been  an  outstanding  Marine  platoon 
mander.  Faced  with  overwhelming 
:rsity  and  uncertain  situations,  he  has 
onstrated  that  he  can  remain  fixed, 
■avering,  and  resolute.  These  are  the 
lities  that  endear  soldiers  to  their 
er,  and  citizens  to  our  country. 
E  FAYETTE 

hael.  Fayette@mo.ngb.army.mil 

waited  30-plus  years  to  see  this 
I  of  article  in  print  ["My  Heart's 


Content"],  and  have  just  sent  it  to  every 
veteran  in  my  address  book.  As  the  wife 
of  a  U.S.  Air  Force  pilot  and  the  mother 
of  a  U.S.  Marine  Corps  pilot,  I'm  proud 
to  be  able  to  point  at  my  men  and  say, 
"There  go  two  guys  America  can  depend 
on!"  Like  the  antiwar  show  MASH, 
Conroy's  antimilitary  book,  The  Great 
Santini,  did  America  the  favor  of  mov- 
ing real  men  to  action.  My  son  loved 
both  the  TV  show  and  Con- 
roy's book,  but  contrary  to 
the  intent  of  both,  he  chose 
the  path  of  those  patriots 
portrayed  because  he  is  a  man 
of  courage.  I  only  hope  Mr. 
Conroy's  father  lived  long 
enough  to  read  his  son's 
words  of  regret.  He  would 
have  cried — I  did. 
CAROL  KOFFEL 
Surprise,  Arizona 

In  response  to  "My  Heart's  Content," 
I  have  this  to  say  to  the  author:  OK, 
Pat  Conroy,  you  regret  the  actions  of 
your  youth.  You  demonstrated  against 
your  country  30  years  ago,  and  by  doing 
so,  you  helped  the  opponents'  cause.  You 
even  admit  that  you  were  a  coward.  You 
wish  that  you'd  led  a  platoon  in  Vietnam 
instead  of  demonstrating  and  evading  the 
draft.  Big  deal.  Talk  is  cheap.  Your  arti- 
cle was  a  well-written,  maudlin  attempt 
at  assuaging  your  own  conscience. 
HARRY  LARSEN 
Federal  Way,  Washington 

"Imagining  Nonfiction"  was  thought- 
ful, but  it  appears  to  lack  any  serious 
attempt  to  gain  in-depth  knowledge 
and  understanding  of  the  Bible.  There 
are  hundreds  of  books,  if  not  thousands, 
that  have  been  written  by  academics  to 
substantiate  or  disprove  [the  Bible's] 
authenticity  and  accuracy.  Let  me  cite  two 
recent  books:  Evidence  that  Demands  a 
Verdict  by  Josh  McDowell  and  The 


Case  for  Christ  by  Lee  Strobel,  himself 
a  former  journalist. 
MIKE  WIXON 
Sacramento,  California 

"Circling  Faith"  opened  some  thinking 
in  my  mind  which,  before  then,  was 
mostly  in  my  subconscious. 

Thinking  persons  are  driven  to  ask, 
"Why?"  And  when  the  official  doctrines 


hallenge  the  authorities. 


of  one's  church  appear  to  be  in  conflict 
with  facts  and  reality,  one  begins  to  ask 
the  questions  you  posed.  Fortunately, 
the  world  has  always  had  its  share  of 
those  who  dare  to  challenge  the  author- 
ities. Unfortunately,  when  there  is  abso- 
lute power  held  by  the  authorities,  the 
consequences  can  be  severe.  Even  today, 
outside  the  religion  realm,  the  fate  of  a 
so-called  whistleblower  is  usually  an 
object  lesson  for  all  others  tempted  to 
do  the  same. 

Finally,  I  am  reminded  of  something 
attributed  to  Thomas  H.  Huxley:  "It  is 
the  customary  fate  of  new  truths  to  begin 
as  heresies  and  to  end  as  superstitions." 
GENE  HABERMAN 
haberman@us.ibm.com 

[Regarding  the  article  "Many  Are 
Called  but  Few  Are  Believed,"]  the  con- 
verse is  also  true.  How  many  times  does 
the  startup  entrepreneur  listen  to  the 
promises  of  the  so-called  experts  about 
how  they  can  find  money,  partners,  or 
collateral  solutions,  only  to  later  learn 
that  the  experts  had  oversold  their  exper- 
tise? How  many  times  does  the  startup 
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entrepreneur  hear  promises  of  easy  money 
or  sure  things,  only  to  find  out  he  or  she 
had  given  away  a  percentage  of  the  com- 
pany to  an  underachiever? 

By  discounting  every  statistic  and 
every  projection,  bullshit  rises  to  the  top 
like  cream,  and  the  venture  capitalist 
fulfills  his  own  prophecies. 
JOSHUA  BARNEY 
jsb@mc.net 

How  interesting  that  when  your  usually 

blatantly  male  magazine  went  in  search 

of  authenticity  ["What  Is  'True'?  The 

ASAP  Poll"],  it  polled  50%  more  women 

than  men. 

ELSA  SANBORN 

Bangor.  Maine 

THE  BIG  PICTURE 

Thanks  to  Michael  S.  Malone  for  this 
well-crafted,  well-researched,  and  intelli- 
gent essay  ["God,  Stephen  Wolfram,  and 
Everything  Else,"  November  27,  2000]. 

When  I  saw  the  reference,  I  immedi- 
ately thought  "Oh,  no!  Financial  ana- 
lysts, who  are  hard-pressed  even  to  say 
anything  intelligent  about  Apple  Com- 


puter or  the  technology  sector,  are  now 
going  to  make  hash  out  of  Stephen  Wol- 
fram and  his  work!"  That  turned  out  to 
be  quite  unfair. 

As  someone  who  was  present  at  what 
Wolfram  described  as  the  first  public  pre- 
sentation of  this  work  (the  1997  Mathe- 
matica  Developers  Conference),  I  want  to 
say  that  Mr.  Malone  did  an  excellent  job 
of  capturing  the  general  flavor  of  Wolf- 
ram's work  and  making  it  readable  — 
and  also  of  capturing  his  personality. 
RICHARD  MERCER 
Department  of  Mathematics 
and  Statistics 
Wright  State  Univer.  Ty 
Dayton.  Ohio 


CAT  GOT  YOUR  TONGUE? 

As  an  inventor,  technophile,  and  sub- 
scriber to  Forbes,  the  :CueCat  promo- 
tion caught  my  interest.  Unfortunately, 
the  corporate  vision  [for  ASAP  as]  "the 
business  magazine  that  defines  the  digi- 
tal age"  is  really  missing  the  mark. 

Without  an  exact  count,  it  seems  that 
no  article  [in  the  current  ASAP  issue]  has 
a  bar  code  and  only  a  smattering  of 
advertisers  do.  Clearly  there  are  oppor- 
tunities missed  and  promises  unfulfilled. 

Should  the  :CueCat  be  euthanized 
or  utilized? 
M.  ADLER 

SportsTowels@aol.com 

Four  articles  in  our  November  27,  2000, 
issue  feature  :CueCat  bar  codes:  "Pixel 
Perfect,"  "God,  Stephen  Wolfram,  and 
Everything  Else, "  "Makeovers  &  Turbo 
Boosts, "  and  "Three's  Company. " 

— The  eds. 

ON  THE  SCHLOCK  BLOCK 

There's  another  sleazy  tactic  you  did  not 

mention  ["Sleaze  Bay,"  November  27, 
2000].  If  you  close  or  cancel 

 .    your  auction  early,  it  does 

not  show  up  in  completed 
auctions.  Well,  one  broker  in 
Florida  closes  his  auctions 
early  to  prevent  any  price  his- 
tory from  showing  up  on 
completed  auctions.  Would- 
be  buyers  have  no  idea  what 
other  similar  properties  have 
sold  for — no  history. 

KEVIN  INGLE 

Shrewsbury,  Massachusetts 

Mr.  Freedman  says  fraud  on  eBay  is 
"barely  a  blip  on  the  fraud  radar 
screen,"  which  is  clearly  part  of  the  rea- 
son for  eBay's  immense  popularity.  So 
why  bother  to  slam  eBay? 

Mr.  Freedman's  suggestion  that  shop- 
pers take  their  business  to  the  mall  so  that 
they  will  have  recourse  when  they  get 
ripped  off  completely  misses  the  point.  The 
reason  eBay  exists  and  is  such  a  success  is 
that  you'll  never  find  that  1957  Heywood 
Wakefield  dining  room  set  at  the  mall. 
RANDY  KOGEL 
randy@kogel.com 


FLACK  VS.  FLAK 

I'm  writing  in  response  to  Joe  Queenan 
"Five  Crappiest  Tech  Jobs"  piece  [Novem 
ber  27,  2000].  Your  readers  will  doubtles 
be  enthralled  by  Mr.  Queenan's  obser 
vations  that  technology,  the  same  indus 
try  that  spawned  the  ASAP  supplement 
also  spawned  "soul-destroying,"  "miser 
able,"  and  "hideous"  jobs.  In  particulai 
the  repeated  use  of  the  phrase  "incom 
petent  whore(s)"  to  describe  public  rela 
tions  professionals  juxtaposed  agains 
the  photograph  of  a  defecating  terrie 
seemed  in  sync  with  the  reputation  fo 
critical  thinking  and  insight  that  Forbe. 
has  built  its  reputation  on. 

During  my  six-year  technology  career 
while  your  editors  have  grown  tired  o: 
dealing  with  "incompetent  whores,"  I'v« 
watched  technology  periodicals  grow 
fat  with  subpar  editorial  as  well  as  fa< 
with  advertising.  If  asinine  garbage  like 
Mr.  Queenan's  article  and  innovations 
like  the  :CueCat  are  how  Forbes  ASAP 
chooses  to  distinguish  itself,  it  will 
quickly  fade  into  that  crowd. 
DAVE  D0N0HUE 
davedonohue@onebox.com 

I  am  so  shocked  to  see  that  a  publica- 
tion of  your  stature  posted  a  story  thatl 
is  pure  trash  and  editorial  nonsense.  I 
am  referring  specifically  to  "Five  Crap- 
piest Tech  Jobs." 

I  am  always  hearing  how  PR  can  work 
better  with  journalists,  but  I  think  that  the 
tables  need  to  be  turned.  Because  we  are 
professionals,  we  don't  return  the  rude- 
ness or  miss  appointments  and  lunches, 
and  we  have  enough  respect  for  your  pro- 
fession to  accommodate  your  needs.  I 
guess  it  all  comes  down  to  jealousy,  and, 
frankly,  I  would  much  rather  work  for  a 
company  that  I  believe  in  and  make  a 
competitive  salary  than  go  day  in  and 
day  out  as  a  sweaty,  angry,  underpaid  ass. 
"INCOMPETENT  WHORE" 
incompetentwhore@stupid.com 

In  reference  to  the  worst  jobs  story, 
MyLackey.com  went  bankrupt. 
CALEB  GODDARD 
goddard@yahoo-inc.com 

MyLackey.com  posted  a  farewell  note 
on  its  Web  site  on  October  25,  2000, 
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r  our  November  issue  had  gone  to 
;s.  The  company  was  unable  to  raise 
necessary  capital  for  market  and 
'ice  expansion.  — The  eds. 

WING  OFF  STEAM 

suggestion  that  the  1938  Raymond 
wy-designed  streamlining  of  Penn- 
ania  Railroad  S-l  made  steam  sexy 
idiculous  ["All-Time  Product  Pin- 
,"  November  27,  2000].  Steam  has 
;r  needed  anything  to  be  sexy.  Also, 
photograph  is  not  of  the  1938  S-l, 
of  a  streamlined  K-4s  Pacific  whose 
c  design  was  from  1914.  Finally,  the 
was  a  one-off  experimental  that  ran 
only  10  years. 
>RGE  NELSON 

t31.3065@compuserve.com 

ATE 

:he  November  29,  1999,  issue  of 
bes  ASAP,  Rodes  Fishburne  wrote 


about  the  startup  Confinity  ["Capital 
Contagion"]  and  its  efforts  to  create 
digital  money  for  consumer-to-consumer 
payments.  Confinity  hoped  to  avoid  the 
mistakes  of  its  competitors  by  spreading 
its  software  virus-style.  A  novel  idea, 
but  no  guarantee  of  success. 

Now  known  as  PayPal.com,  the  com- 
pany appears  to  be  making  good  on  its 
promise:  It  has  seized  nearly  50%  of  the 
eBay  market  and  constitutes  more  Inter- 
net traffic  in  the  financial  services  cate- 
gory than  Citibank,  Wells  Fargo,  and 
Bank  of  America  combined. 


In  the  Letters  section  from  the  Novem- 
ber 27,  2000,  issue,  we  misspelled  the 
name  of  Stanford  Resources'  senior  vice 
president.  The  correct  spelling  is  David 
E.  Mentley,  not  Davis. 

In  "Physician,  Wire  Thyself"  [Nov- 
ember 27,  2000]  a  description  of  an 
email  program  by  Providence  Health 


System  should  have  referred  to  the  sys- 
tem's Portland,  Oregon-based  subsi- 
diary and  not  its  Seattle  headquarters. 

In  "As  Luck  Would  Have  It..." 
[November  27,  2000],  the  reference  to 
"black-shoal  computations"  should 
have  read  "Black-Scholes  formula." 
Developed  by  economists  Fischer  Black 
and  Myron  Scholes,  the  formula 
boosted  the  stock  option  market  by 
reducing  risk  for  investors. 

In  "God,  Stephen  Wolfram,  and  Every- 
thing Else"  [November  27,  2000],  the 
diagram  that  explains  Rule  30  is  misla- 
beled. The  code  appearing  in  the  article 
is  actually  Rule  110. 

READERS,  TELL  US  WHAT  YOU  THINK: 

Email  rant@forbesasap.com 
Fax         (650)  558-4995 
Snail      555  Airport  Blvd. 
5th  Floor 

Burlingame,  CA  94010 
Web  www.forbesasap.com 
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XTREME  RESEARC 


;iness  landscape  can  be  treacherous.  Are  you  getting  the  right  advice  to  anticipate  future  trends  and  develop  your 
p.  You  will  with  IDC,  a  market  intelligence  partner  that's  on  the  inside  track.  We  take  research  to  the  next  level, 
lg  unbiased  analysis,  accurate  predictions  and  results-oriented  direction.  We  also  offer  unsurpassed  global  reach 
;sence.  Count  on  us  to  give  you  the  direction  you  need.  You  could  go  places  others  may  not  have  considered. 


Analyze  the  Future 


MORE   INFORMATION    ON    IDC,    VISIT   US   AT  WWW.IDC.CDM/EXTREME    OR    CALL  5DB.B72.S2aC 


VVRQ  makes  complex  legacy  systems  work  with  the  latest  Internet  technologies.  Call  it  integration.  Call  it  brec 
down  barriers  between  host  information  and  the  employees,  customers,  and  business  partners  who  need  it.  E 
way,  you  get  the  most  out  of  your  existing  IT  investments  and  transform  your  company  for  the  next  economy 

WRQ  to  the  rescue  and  you're  the  hero. 


©  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo.  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  In 


US  call  1.888.323. 1 71 7,  from  other  countries  206.21 7. 7100  or  visit  us  online  at  www.wrq.com/ads/herofbs, 
send  you  a  free  CD  we  call  our  Technology  Transition  Toolkit.  It's  a  great  way  to  start  outfitting  your  company 
'Hons  for  your  toughest  integration  needs  and  host  access  from  any  desktop. 
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ted  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners. 


Broadband  Business 
conferencing 


TO  BRING  ADVANCED  CONFERENCING 
TECHNOLOGY  TO  THE  WORLD, 
POLYCOM  TURNED  TO  Tl  DSPS. 


"Only  Tl  delivers  the  powe 
efficient  DSP  performanc 
that  meets  our  needs  for  tod 
and  tomorrow." 

U)SP  ^e''ver'n9  unsurPassed  a> 

  clarity  and  noise  reduct 

TEXAS  INSTRUMENTS 
TECHNOLOGY     Polycom1  SoundStation'  au 

conferencing  systems  dominate  the  glo 

business  conferencing  market.  •  At  the  cord 

Polycom's  new  generation  of  conference  systt 

can  be  found  Texas  Instruments  programme 

DSPs.  The  TMS320C500CT  DSP  platform  offers 

perfect  blend  of  speed  and  efficiency  to  run  Polyco 

full-duplex  Acoustic  Clarity  Technology"  •  V 

built-in  programmability,  Tl  DSPs  help  Polyc 

minimize  development  time  and  beat  the  competil 

!    to  market.  And  as  Polycom  develops  new  broadbant 

and  wireless  solutions,  Tl  will  be  there  with  ni 

generation  code-compatible  TMS320C55xv  DSPs.  • 

harness  the  performance  of  the  world's  fastest 

most  energy-efficient  DSPs,  call  upon  the  power 

Texas  Instruments. 


77  s  new  TMS320C55x~  DSP  core  slashes  power  consumptiot 
enabling  a  new  era  in  feature-rich  products. 


Tl's  eXpressDSr  Real-  Time  Software  Technology  gives  you  a 
simplified,  streamlined  development  infrastructure,  eliminating 
barriers  to  your  design. 


S3 


777e  world  leader  in  analog  and  mixed-signal  devices,  Tl  offers  a 
portfolio  of  products  optimized  to  work  seamlessly  with  Tl  DSPs. 


Launch 


J.  O'Rourke: 
The  Pen  Is  Mightier 
Than  the  Modem 


Writing  with  new  tools  resembles  meat  processing 
as  much  as  it  does  word  processing 


E  OLD  TESTAMENT  was  recorded  with  a  ham- 
and  chisel  on  tablets  of  stone.  The  works  of  William 
cespeare  were  limned  with  goose  quill.  Henry  James 
ded  a  fountain  pen.  Jack  Kerouac  used  a  typewriter.  I 
e  on  a  computer.  Or,  rather,  I  don't.  Because  you  see  the 
2m.  And  I'm  a  bad  enough  writer  in  ballpoint.  For  mil- 
ia,  the  process  of  communication  has  been  getting  easier 
more  enjoyable.  What  a  bad  idea. 

he  infinitely  forgiving  monitor  is  free  of  eraser  burns, 
:-Out  puddles,  and  scribbles  in  the  margins.  Various 
:ck"  programs  spell,  punctuate,  and  correct  grammar.  The 
>oard  is  as  effortless  as  a  Florida  ballot  dimple.  A  wrist 
;le  and  a  finger  tap  deliver  the  vocabulary  of  William  F. 
dey.  Now  anyone  can  put  his  thoughts  into  words,  and — 
glimpse  at  the  Internet  shows — almost  no  one  should, 
'he  November  26,  2000,  issue  of  Parade  magazine 
aunced,  "Thirteen  million  older  Americans  have  discov- 
the  home  computer."  I  rest  my  case.  If  one  phone  call 
1  Mom  can  drive  you  crazy,  try  13  million  electronic  mes- 
s  via  Internet  appliance.  But  the  problem  is  not  limited  to 
srtunate  relatives,  idiots  in  chat  rooms,  and  management 


bores  "dialoguing"  every  person  in  the  corporation. 

Writers  are  famously  supposed  to  suffer,  and  the  computer 
is  fun.  The  difference  between  writing  and  other  artistic 
endeavors  used  to  be  that  other  artists  had  toys  —  saxo- 
phones, toe  shoes,  watercolors,  and  oils.  No  writer  ever  sat 
down  to  work  without  feelings  of  bitter  envy  toward  musi- 
cians, dancers,  and  painters.  Even  the  painters  redoing  the 
writer's  apartment  looked  like  they  had  it  pretty  good.  As  a 
result,  few  writers  ever  sat  down  to  work  at  all.  They  would 
avail  themselves  of  any  excuse  for  missing  deadlines  (e.g.,  the 
writer's  apartment  was  being  painted).  Hence,  the  large  num- 
ber of  poets  in  garrets  and  freelancers  still  living  at  ►  32 


Working  on  the  Fly     Airport  offices  reduce  wasted  hours 


FACE  IT:  Airport  congestion  is  only 
going  to  get  worse.  Why  not  make  the 
best  use  of  your  airport  time  by  renting  an 
office  by  the  minute  or  the  hour? 

You  can  at  more  than  15  airports 
in  the  United  States,  including  O'Hare, 
LaGuardia,  Oakland,  San  Francisco,  and 
Seattle-Tacoma. 

The  small,  lockable  offices  typically 
are  equipped  with  a  Hewlett-Packard 
Vectra  computer  with  17-inch  color  moni- 


tor, a  printer/scanner/fax  machine,  a  two- 
line  speakerphone,  a  LAN  connection  to  a 
T1  line  —  and,  of  course,  a  work  counter 
and  ergonomic  chair.  Rates  are  $5  for  the 
first  5  minutes  and  65  cents  for  each  minute 
thereafter — $40.75  per  hour. 

Each  center  is  hosted  by  a  "cyber- 
concierge,"  a  real  human  who  lets  you  in 
and  collects  the  fee. 

Pictures  of  cute  kids  not  included. 

DAVE  SIMS 
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A31  home  with  their  folks.  Authors  were  kept  out  of  the 
public's  hair — itself  a  good  thing.  And,  when  an  author  did 
author  something,  he  was  almost  certain  to  put  the  actual 
writing  part  off  as  long  as  possible,  until  the  piece  had  been 
written,  rewritten,  and  polished  in  his  mind.  Using  your  mind 
is  almost  as  much  fun  as  using  a  computer — except,  of 
course,  computer  use  is  mindless. 

Now  Amazon.com  bulges,  or  would  bulge,  if  e-commerce 
enterprises  contained  anything.  Every  writer  is  writing — 
mostly  memoirs,  to  judge  by  the  New  York  Times  Book 
Review.  The  world  is  full  of  quotidian  experiences  tamely 
described  and  tepid  ideas  lamely  expressed. 

I  was  a  magazine  editor  when  the  personal  computer  first 
came  into  use.  It  was  easy  to  tell,  even  when  articles  had  been 
set  into  type,  which  writers  owned  a  PC.  Their  writing  was 
more  fun — for  the  writer.  For  the  reader,  the  writing  seemed 
to  lack  a  few  things — such  as  a  beginning,  middle,  and  end. 
On  a  computer,  it's  so  easy  to  fix  those  later.  But  in  writing,  as 
in  cooking  and  courting,  to  defer  a  decision  is  to  decide. 

Computer  writing  is  disorganized,  parenthetical,  digres- 
sive, prolix,  and  overcasual  in  tone.  We  need  not  alter  Lin- 
coln's magisterial  phrases  to  see  how  the  Gettysburg  Address 
would  have  turned  out  if  Abe  had  been  noodling  on  his  iMac: 

"A  great  battlefield!  Now  we  are  engaged  in  a  great  civil 
war.  We  have  come  to  dedicate  a  portion  of  that  field  of  that 
war  we  are  met  on  as  a  final  resting  place  for  those  who  here 
gave  their  lives  testing  whether  that  nation  (a  new  nation)  so 
conceived  and  so  dedicated  (conceived  in  liberty  and  dedi- 
cated to  the  proposition  that  all  men  are  created  equal),  or 
any  other  nation  our  fathers  brought  forth  on  this  continent, 
can  long  endure.  Hey,  87  years  and  counting!" 

And  let's  not  think  about  Lord  Chesterfield's  Web  site  for 
his  son,  let  alone  www.abelard-heloise.com: 

"Everything  fine  at  the  nunnery.  Real  quiet,  tho.  Nuns 
say  hi. ..." 

"These  castration  stitches  sure  itch  :(" 

Even  our  own  humble  attempts  at  a  love  letter  can  be 
spoiled  by  the  computer,  if  the  computer  automatically 
includes  the  routing: 

To:  jennifer3@aol.com,  kkkatie@compuserve.com,  suzyq@ 
worldonline.com,  fiona@globalnet.co.uk,  fred@yahoo.com 

And  what  if  no  one  had  thought  to  print  out  the  emails  of 
St.  Paul  to  the  Corinthians?  How  would  we  get  through  a 
modern  marriage  ceremony  (written  by  the  bride  and  groom 
using  WordPerfect)  without  1  Corinthians  13:1-7? 

"Though  I  speak  with  the  tongues  of  men  and  of  angels 
and  have  not  something  or  other. ...It  was  really  clever.  I've 
got  it  in  a  file  somewhere." 

No  doubt  the  computer  is  a  marvelous  tool,  but,  then,  so 
is  speech.  When  humans  quit  grunting  and  waving  their  arms 
and  began  to  talk,  communication  definitely  became  easier 
and  more  enjoyable.  But  we've  been  speaking  for  at  least 
100,000  years  and  stili  haven't  got  it  right.  After  all  this  time, 
we've  yet  to  learn  that  the  best  thing  most  of  us  do  when  we 
talk  (or  write)  is  shut  i  p.  R  J.  O'ROURKE 
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Tech  Records 

Bigger  means  better — usually 


Category:  Most  powerful 

supercomputer 

Record  Holder:  IBM's 

ASCI  White 

Record:  12.3  teraflops 

(trillion  operations) 

per  second 

Remember  Deep  Blue, 
the  IBM  supercomputer  that 
beat  then-world  chess  champ 
Garry  Kasparov  in  1997? 
IBM's  new  ASCI  White  is 
1,000  times  more  powerful 
than  Deep  Blue.  The  8,100- 
processor  computer  was 
delivered  by  28  tractor  trail- 
ers to  Lawrence  Livermore 
National  Laboratory  in 
California  last  fall,  where 
the  computer  will  be  used  to 
simulate  nuclear  explosions. 
How  big  is  ASCI  White? 
Think  the  size  of  two  basket- 
ball courts  and  30,000  times 
more  powerful  than  the 
average  personal  computer. 
Bet  you  didn't  know:  As 
powerful  as  IBM's  computer 
is,  Compaq  is  in  the  process 
of  building  a  computer  that 
will  have  three  times  ASCI 
White's  capacity. 

Category:  Information 
production 

Record  Holder:  The  world 
Record:  1.5  exabytes  (1.5 
billion  gigabytes)  during  2000 

All  hail  the  Information 
Age.  Thanks  to  new  technol- 
ogy, the  world  is  now  churn- 
ing out  information  at  the 
rate  of  250  megabytes  this 
year  for  each  man,  woman, 
and  child  on  Earth.  What's 
more,  Hal  Varian,  dean  of 
the  School  of  Information 
Management  and  Systems  at 
the  University  of  California 
at  Berkeley,  indicates  in  his 


new  study,  "How  Much 
Information,"  that  it  will 
soon  be  possible  for,  say,  the 
Library  of  Congress  to  store 
every  single  bit  of  that  infor- 
mation. That  begs  the  ques- 
tion, of  course,  of  why  we 
would  possibly  want  to. 
Bet  you  didn't  know:  There 
are  approximately  3.3  billioi 
documents  on  the  World 
Wide  Web,  a  number  that 
is  growing  by  nearly  7.3 
million  per  day. 


Category:  Biggest  IPO 
launch  party 
Record  Holder:  Pixelon 
Record:  About  $12  million 
In  perhaps  the  grossest 
display  of  excess  by  a  dot- 
com, Pixelon  spent  approxi- 
mately half  of  its  $23  million 
in  venture  capital  on  a  Las 
Vegas  bash  that  it  boasted 
would  showcase  its  new 
videostreaming  technology 
to  the  world.  Pixelon  rented 
the  MGM  Grand  Hotel  and 
brought  in  The  Who,  Kiss, 
Tony  Bennett,  Natalie  Cole, 
Dixie  Chicks,  Faith  Hill, 
LeAnn  Rimes,  and  The  Brian 
Setzer  Orchestra  to  "enter- 
tain the  world,"  according  to 
the  company's  press  release. 
But  Pixelon's  technology 
turned  out  to  be  vaporware. 
The  company  is  now  in 
bankruptcy  proceedings;  its 
founder  was  discovered  to 
be  a  fugitive,  convicted  of 
fraud  in  Virginia. 
Bet  you  didn't  know:  Norm 
Clarke  of  the  Las  Vegas 
Review-Journal  reported 
that  of  the  big  names  signed 
up  for  the  party,  80%  agreed 
to  be  paid  in  stock. 

EDWARD  CLENDANIEL 
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This  announcement  appears  as  a  matter  of  record  only.  Deutsche  Banc  Alex.  Brown  identifies  the  investment  banking  activities  of  Deutsche  Banc  Alex  Brown  Inc. 
(U.S.)  and  Deutsche  Bank  Securities  Limited  (Canada),  which  are  indirect  subsidianes  of  Deutsche  Bank  AG  Securities  and  other  investment  banking  activities  are 
performed  by  Deutsche  Banc  Alex.  Brown  and  its  securities  affiliates,  and  tending  and  other  commercial  bankjng  activities  are  performed  by  Deutsche  Bank  AG  and 
its  affiliates,  T  Trademark  application  pending. 
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Bluestone 


$525  million 

Has  agreed  to  be 
acquired  by 
Hewlett-Packard 

Pending 


element  14) 

$594  million 

Has  agreed  to  be 
acquired  by 
Broadcom 

Pending 


manuqlstlcs" 

$358  million 

Has  acquired 
Talus  Solutions 

December  2000 


€961  million 

Has  acquired 
Spray  Network 


SMALLWO  RLD 

$212  million 

Has  been  acquired  by 
GE  Powersystems 

October  2000 


$5.5  billion 

Has  acquired 
Verio 


August  2000 


$2.0  billion 

Has  acquired 
Harbinger  Corporation 

June  2000 


VASTER A 


Undisclosed 

Strategic  alliance  and 
merger  with  Ford  Motor's 
US  customs  operations 

August  2000 


9 


DIGITAL  INSIGHT 


$140  million 

Has  acquired 
AnyTime  Access 

July  2000 


NATURAL 


$155  million 

Has  acquired 
InnoMediaLogic 


July  2000 


Q  Buhrmann 


Undisclosed 

Sale  of  Information  Systems 
Division  to  Specialist 
Holdings  Group 

May  2000 


connecta 

$1.6  billion 

Merger  with 
Information  Highway  AB 

May  2000 


C-PORT 


$430  million 

Has  been  acquired  by 
Motorola 


May  2000 


$518  million 

Has  been  acquired  by 
InFocus  Corporation 


OR 


$1.4  billion 

Merger  with 
Cell  Network  AB 


April  2000 


$736  million 

Has  acquired 
mySimon,  Inc 

March  2000 


$1.4  billion 

Has  been  acquired  by 
Conexant  Systems 


$721  million 

Has  been  acquired  by 
CMGI 


b 

BROADBASE 

$341  million 

Has  acquired 


February  2000 


flycast' 

$2.5  billion 

Has  been  acquired  by 
CMGI 

January  2000 


At  Deutsche  Banc  Alex.  Brown,  we  bring  focused 
expertise  to  every  transaction  and  identify  the 
most  viable  and  creative  solutions  available  for 
long-term  success.  Supported  by  over  260  M&A 
bankers  worldwide,  the  strategic  insight  and 
advisory  capabilities  of  our  technology  team  are 
global,  timely,  and  always  on  target  -  another 
reason  why  Deutsche  Bank  is  leading  to  results. 
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Life 

after  the 

Layoffs 

Rattled  dot-commers  reflect  on  that  first  speed  bump 
in  their  high-speed  Internet  careers 

"HERE'S  HOW  WE  GOT  CANNED,"  said  Kirk 
De Young,  as  he  ate  Chinese  takeout  and  drank  Samuel  Adams 
beer  in  the  conference  room  of  a  San  Francisco  recruiting  agency 
called  BrainTrust.  "The  guy  I  worked  with  in  my  cube,  he's  all, 
'Dude!  I  got  this  crazy  email!  There's  this  confidential  meeting, 
11  o'clock!  What  do  you  think,  we're  going  to  get  fired?'" 

De  Young  called  for  the  pot  stickers,  which  were  handed 
down  the  table,  then  continued  his  story.  The  11  a.m.  meeting 
turned  out  to  be  for  the  people  who  were  not  fired,  which 
was  too  bad,  since  he  had  been  invited  to  the  11:45  meeting. 
This  was  in  early  winter,  during  a  week  when  the  nation's 
cumulative  dot-com  layoffs  since  December  1999  were  at 
22,000  and  rising.  De  Young  worked  internal  desktop  support 
for  a  dot-com  in  Cupertino,  California.  He  got  two  weeks' 
severance  and  the  value  of  his  unused  vacation  time.  He 
bought  a  61 -inch  television  with  it. 

The  11  a.m.  meeting  turned  out  to  be 
for  the  people  who  were  not  fired, 
which  was  too  bad,  since  he  had  been 
invited  to  the  11:45  meeting. 

"Did  you  know  a  guy  named  Alan?"  asked  Casey  Miller, 
who  was  down  the  table,  eating  beef  with  string  beans.  Miller 
was  laid  off  in  October  from  the  San  Francisco  dot-com  that 
hired  him  two  years  ago,  right  out  of  college.  His  major  was 
organizational  studies.  He  appeared  not  to  find  this  ironic. 

"Alan  P — ?"  asked  Andi  Como,  who  had  worked  at  the 
same  company  as  DeYoung,  until  he  also  was  invited  to  the 
11:45  meeting. 

"Alan  rocks,"  said  DeYoung. 
"He  got  fired,"  Como  said. 

There  was  a  moment  of  silence.  Annie  Glotzbach  said  she 
didn't  want  any  Chinese  food  but  that  she  would  be  very 
happy  to  have  some  wine.  Glotzbach  was  laid  off  in  mid- 
November —  rather  sweetly,  she  said.  The  company  was 
mostly  women,  with  lots  of  hugging  and  so-special-to-have- 


worked-with-you  farewells  on  the  afternoon  of  the  corporate 
belly-up  announcement,  whereupon  Glotzbach  went  to  thi 
nearby  tavern,  got  "really,  really  hammered,"  and  almos 
immediately  landed  another  content-writing  dot-com  job 
That  job  lasted  eight  days.  "I  started  the  new  job  on  a  Mon 
day,"  Glotzbach  said.  "On  Thursday  I  got  called  in  to  mj 
boss'  office.  She  said,  'I  don't  know  how  to  say  this...'" 

DeYoung  poured  more  wine  into  Glotzbach's  tumbler 
"They  gave  me  my  accrued  vacation  pay,"  she  said  brightly 
"Three  point  six  hours — $122." 

Web  designer  Melinda  Harris,  rattled  but  not  panicked, 
said  she  fully  expected  to  find  another  dot-com  job.  She 
believes  there  is  something  fundamentally  therapeutic  about 
After-the-Layoff  jobs,  which  in  the  dot-com  economy  are 
being  pursued  mostly  by  people  who  have  had  rapid-wealth 
fantasies  knocked  out  of  their  heads  and  are  being  forced  to 
think  instead  about  what  they  actually  want  to  do  at  work. 
"So  we  got  laid  off,"  she  said.  "Don't  feel  too  bad  for  us." 

Casey  Miller  nodded  vigorously:  He  was  laid  off  at  24 
while  making  $52,000  a  year,  and  even  when  he  is  feeling 
anxious  about  the  rent,  he  says,  it  is  plain  to  him  that  he  is 
not  an  assembly-line  worker  watching  the  plant  leave  town. 
"The  benefits,  the  perks,  the  work  environment,  the  money 
we've  experienced  for  the  last  year  or  two — I  mean,  most 
people  will  never  see  that  in  their  lives,"  he  said. 

Glotzbach  said  it  was  only  on  the  bad  days  that  she  thought 
about  moving  to  Minnesota  to  find  work  as  a  teacher,  and  that 
since  this  was  not  a  bad  day,  she  believed  she  would  finish  her 
wine  and  go  to  the  movies.  Soon  they  would  find  jobs,  she 
said.  Then  they  would  know  what  to  say  when  their  moms 
called,  worried  about  what  was  going  to  happen  to  them. 
"Take  care,  boys  and  girls,"  Glotzbach  said  as  she  pushed 
back  her  chair  and  headed  for  the  elevator. 

CYNTHIA  GORNEY 
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ENTERPRISE  INFORMATION. 


ss  tool,  not  a  toy.  Next,  whatever 
up  on  the  competition.  Well,  what 
nology  that  expands  the  power  of  the 
spoken  word?  With  Webversa  Voice™,  you  have  voice  access  to 


enterprise  information,  anytime,  anywhere.  Now  you  can  check 
everything  from  pricing  and  inventory  to  order  status  and  more... 


in  real  time,  from  an 
Webversa.  We're  ex! 


^enterprises .  by  word 
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Speed  Dating  in 

Lab  Coats 

Venture  conference  shows  biotech  startups 
shifting  back  to  drug  discovery 

THE  NATIONAL  CONFERENCE  on  Biotechnology 
Ventures  is  the  venture  world's  version  of  speed  dating:  About 
20  companies  gave  back-to-back  presentations,  each  trying  to 
impress  in  20  minutes.  Last  year's  forum  was  held  in  a 
half-empty  room  with  gloomy,  dark-suited  venture  capitalists 
making  furtive  phone  calls  or  reading  the  Wall  Street  Journal. 

This  year  was  different.  The  VCs  even  paid  the  ultimate 
compliment  of  turning  off  their  cell  phones.  Most  of  the  com- 
panies invited  build  genomic  tools,  devices  that  speed  the 
decoding  of  genetic  sequences  of  the  chromosomes  of 
humans,  mice,  disease-causing  microbes,  and  various  plants. 
This  new  batch  of  startups  includes: 

Target  Discovery  of  San  Carlos,  California,  working  to 
speed  up  by  100-fold  the  identification  of  proteins  that  might 
be  important  in  diseases. 

Carta  Proteomics  of  San  Mateo,  California,  developing 
methods  for  rapid  identification  of  the  three-dimensional 
structure  of  proteins,  searching  for  regions  that  would  be  use- 
ful for  drug  design. 

SomaLogic  of  Boulder,  Colorado,  using  nucleic  acid-based 
small  molecules  to  generate  "fingerprints"  of  proteins  that 
could  be  used  to  quickly  identify  drug  candidates. 

Phylos  of  Lexington,  Massachusetts,  creating  a  protein 
biochip  that  can  rapidly  detect  proteins  in  biological  samples 
and  helps  identify  which  are  involved  with  a  disease  pathway. 

The  conference  also  highlighted  new  companies  working 
directly  on  drugs  rather  than  instruments,  something  not  seen 


in  several  years  and  indicating  a  stronger  venture  investmen 
pool  for  biotech: 

Hypniott  of  Worcester,  Massachusetts,  identifying  new 
treatments  for  sleep  disorders  that  will  avoid  the  seriou: 
adverse  effects  of  many  current  treatments. 

Locus  Discovery  of  Princeton,  New  Jersey,  figuring  out  tht 
best  place  on  a  disease-related  protein  at  which  to  aim  smal 
molecule  drug  candidates  that  can  turn  that  protein  off  or  oil 
to  treat  disease — in  just  three  weeks. 

MacroGenics  of  Rockville,  Maryland,  developing  a  clevei 
and  commercially  important  way  to  improve  the  disease- 
fighting  capabilities  of  monoclonal  antibodies,  identifying 
new  cancer  targets  for  antibody  attack,  and  improving  the 
ability  of  antibodies  already  on  the  market  to  fight  disease. 

This  new  generation  of  biotech  startups  is  beginning  tc 
capitalize  on  the  Human  Genome  Project.  Judging  from  the 
panting  in  the  audience,  hot  and  heavy  dating  lies  ahead. 

CYNTHIA  ROBBINS-ROTH 


Old  Wheels  in  the  New  Economy    Classic  World  War  ll-era  motorcycle  available  on  the  Web 


THE  CHINESE  MAY  want  to  join  the 
world  economy.  They  may  understand  the 
potential  of  the  Internet.  But  it  may 
be  a  while  before  Chinese 
entrepreneurs  grasp  first- 
world  consumer  standards. 

Take  the  curious  case  of 
the  Chang  Jiang  750  motor- 
cycle, nearly  an  exact  replica  of  the  old  Ger- 
man BMW  motorcycles  with  sidecars  used  by 
Hitler's  storm  troopers.  The  cycles  have  been 
produced  since  1957  at  the  Nanchang  aircraft 
factory  and  more  recently  at  other  Chinese 
plants.  Thanks  to  the  static  nature  of 


Communism,  the  classic  bike  retains  its 
old  threatening  look — as  well  as  its  old 
technology. 

You  can  order  one  of 
these  Jurassic  cycles  at 
www.changjiang.com — as 
long  as  you're,  well,  flexible. 
An  hour  after  I  wrote  the 
company,  the  manager  emailed  me,  telling  me 
I  could  send  my  $2,980  to  a  designated 
bank  account  in  China.  "We  will  be  shipping 
our  bike  to  you  after  receiving  your  money 
about  one  week  more,"  he  assured  me.  Cus- 
tomizing a  bike  must  be  a  foreign  concept,  as 


the  manager  had  only  one  question:  "Do  you 
like  green  or  black?" 

And  then  there  was  the  little  matter  of 
U.S.  clean-air  standards.  Turns  out  the  Chang 
Jiang' 750  doesn't  meet  those  standards, 
something  the  Web  site  fails  to  mention. 
Leave  it  to  an  American  to  get  around  that 
problem.  The  bike  can  be  purchased  legally 
as  a  kit  for  $4,100  and  up  from  Ted  Smith,  a 
classic  BMW  collector  and  owner  of  ASE 
MotorSport  in  Wallingford,  Connecticut,  from 
his  Web  site,  www.ase-motorsport.com/ 
welcome. html. 

STEPHEN  PIZZO 
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fe  asked  Marwan  Shishakly  of 


ortel  Networks  to  say  that  Global  One 


as  the  most  advanced  and  reliable 


)lecom  network  on  earth.  He  would* 
o  quite  that  far.  But  Marwan  did  adi 


\at  our  worry-free  network  makes  life 
zs/er  for  Nortel  Networks  employees, 


orld.  {That's  not 


ut  we'll  take  it.) 


snappy, 


Shishakly 

'restructure,  Nortel  Networks 


<  one  of  Nortel  Networks'  biggest  international  telecom  providers,  Global  One  supplies  everything  from  satellite  circuits  to  a  major 
n-European  frame  relay  to  ATM.  Our  Global  ATM  network  helps  Nortel  Networks  handle  critical  IP  and  data  communications  among 
sir  commercial  and  manufacturing  sites.  Obviously,  Marwan  and  Nortel  Networks  know  a  good  network  when  they  see  one.  For  more 
'ormation,  please  visit  www.glohalone.net  or  call  1-877-460-4141. 


Global 


A  Member  of  the  France  Telecom  Group 
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The  Library 

That  Never  Closes 

24/7  reference  help  will  be  a  click  away 

IF  LANDS'  END  could  sell  wool  sweaters  online,  then 
libraries  could  offer  facts  online,  too,  the  Los  Angeles  librar- 
ian reasoned.  She'd  always  believed  that  libraries  "are  in  the 
customer  service  business." 

Susan  McGlamery's  simple  concept  could  forever  change 
how  we  conduct  research.  The  Library  of  Congress  has  taken 

note  of  her  work  and  will 
offer  worldwide  online 
research  later  this  year. 

Adding  live  chat  to  library 
Web  sites  allows  anyone  any- 
where to  submit  a  question. 
"Where  can  I  find  infor- 
mation on  the  filmmaker 
Jules  Dassin?"  The  on-call 
librarian,  alerted  to  the 
incoming  query  by  an  alarm, 
responds:  "Let  me  push  your 
browser  to  a  Salon  article." 
Within  seconds,  the  article 
materializes  on  your  screen. 

For  the  experienced  Web 
surfer,  tracking  down  sites 
may  seem  easy.  But  for  those 
overwhelmed  by  the  vastness 
of  the  Net,  as  well  as  its  unver- 
ified sources,  librarians  provide  much-needed  research  expertise. 

Santa  Monica,  California,  had  the  first  public  library 
(www.smpl.org)  to  adopt  the  technology,  going  "live"  on 
July  1,  2000.  It  was  joined  early  this  year  by  the  Los  Angeles 
Public  Library,  among  others.  If  the  trial  period  goes 
smoothly,  the  service  will  be  available  when  the  libraries 
are  closed,  bringing  McGlamery's  vision  of  24/7  reference 
help  to  reality. 

Inspired  by  McGlamery's  project,  the  Library  of  Congress 
will  offer  online  research  via  email  beginning  in  June. 
Depending  on  a  person's  query  and  when  it  is  sent,  the 
Library  of  Congress  will  route  questions  to  member  libraries, 
including  Harvard,  Yale,  the  Smithsonian  American  Art 
Museum,  the  national  libraries  of  Canada  and  Australia,  and 
the  Berlin  Central  and  Regional  Library.  Certain  questions, 
not  trivia,  will  be  answered  directly  by  someone  at  the 
Library  of  Congress.  Questions  such  as:  Where  can  I  see  a 
daguerreotype  of  President  William  Henry  Harrison?  How  do 
I  obtain  railroad-related  oral  histories?  Can  you  help  me  find 
a  manuscript  of  Clifford  Odets'  "Awake  and  Sing"?  Answers 
will  be  stored  on  the  site  in  a  searchable  database.  Eventually, 
the  Library  of  Congress  expects  to  offer  live  chat  research 
as  well.  KARINA  KINIK 


SUSAN  McGLAMERY 


TOUCH 


Facelift 


Macintosh  creator  argues  that  what  Apple  needs 
isn't  a  makeover  but  a  thorough  reworking 


Editor's  note:  Author  Jef 
Raskin  is  the  father  of  the 
original  Macintosh  project 
in  1 979.  His  new  book, 
The  Humane  Interface 
(Addison-Wesley,  2000), 
describes  his  view  of  what's 
wrong  with,  and  how  to 
fix,  interface  design. 

i've  had  my  first  look 

at  Apple's  OS  X  via  the 
public  beta,  and  while  it 
may  be  better,  it  isn't  good 
enough.  Touting  its  latest 
campaign,  Apple  has  a  huge 
banner  at  headquarters, 
readable  a  quarter-mile 
away,  that  says,  "Yum." 
Instead,  it  should  be  turned 
inward  and  ought  to  read, 
"It's  the  interface,  stupid." 

When  the  Mac  intro- 
duced the  graphic  user  inter- 
face to  the  mass  market  in 
1984,  it  showed  that  there 
was  a  better  way  to  get 
things  done  with  a  computer. 
Almost  two  decades  later,  the 
interface  still  gives  the  Mac 
a  slight  edge  on  usability. 

Style  and  glamour, 
rather  than  substance,  are 
what  Steve  Jobs  is  great  at. 
But  when  you  are  juggling 
a  spreadsheet  forecast  or 
writing  a  crucial  memo,  the 
thing  that  makes  your  use-of 
the  computer  (or  handheld 
or  cell  phone  or  whatever) 
heaven  or  hell  is  the  inter- 
face. The  interface  isn't  just 
the  choice  of  colors  and 
graphic  layout,  it  isn't  just 
the  look  and  feel,  it's  the 
details  of  how  you  tell  the 
system  what  to  do  and  how 
the  system  responds.  When 


people  complain  about  their 
computers,  it's  usually  the 
interface  that  they  are 
talking  about. 

I  had  hoped  that  Apple, 
having  once  revolutionized 
interface  technology,  would 
do  it  again  with  OS  X.  But 
the  company  has  largely 
failed.  OS  X  still  has  inter- 
face "features"  such  as 
slow  booting,  stupid  error 
message  boxes  you  have  to 
click  on  and  close  before 
you  can  get  on  with  your 
work  (losing  your  place 
when  you  return  to  a  doc- 
ument), and  various  other 
inconsistencies  and  myster- 
ies. With  OS  X  we  have 
inscrutable  icons  sitting  in 
"the  dock"  (waiting  to  be 
sentenced?),  which  either 
take  up  too  much  room  or 
bob  up  and  down  annoy- 
ingly.  The  little  widgets  that 
look  like  plastic  beads  for 
adjusting  and  dismissing 
windows  are  cryptic  (memo- 
rize this:  Yellow  minimizes, 
green  enlarges  or  reduces, 
red  closes).  And  you  still 
have  to  know  when  to  hold 
down  the  Option  button. 

I  am  not  anti-Apple. 
The  computers  on  my  desk, 
my  wife's  desk,  and  my  kids' 
desks  are  all  Macs.  And 
I  know  a  lot  of  executives 
who  let  their  companies  buy 
IBM-compatibles  but  who 
use  Macs  at  home.  So  I'm 
worried  by  Apple's  perpetual 
walk  down  its  thin  slice  of 
market  share.  If  it  falls  off, 
we  all  lose. 

But  Jobs  is  playing  a 
defensive  game  with      ►  40 
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THE  WHOLESALE  GROUP  AT  VERIZON. 
EVERYTHING  AN  LSP  NEEDS  TO  FLOURISH  IN  THE  TELECOM  BUSINESS. 


In  today's  fast-moving  telecom  industry,  a  company  that  isn't  growing 
ickly  wither  away.  That's  where  dealing  with  the  people  at  Verizon  could  really  pay  off.  We  offer  a  portfolio  of  products  and 
is  that  includes  SONET,  ATM,  Frame  Relay,  DSL  Solutions  and  the  aggregated  Fast  Packet  services  known  as  HiBACSM  -  all 
ngs  you  need  to  nurture  your  company's  growth.  With  them,  we  can  help  you  get  to  market  in  a  hurry.  And  without  spending 

capital  to  build  your  own  infrastructure.  At  the  same  time,  you'll  benefit  from  the  experience  and  reliability  of  an  organization 
lows  the  local  service  provider  (LSP)  market  very  well.  So  call  our  Wholesale  Group  at  Verizon  at  1-888-483-9594  today, 

us  at  verizon.com/wholesale.  And  watch  your  company  -  and  your  profits  -  begin  to  bloom. 


Verizon  Communications.  All  Rights  Reserved. 


veri7on 
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<  38   OS  X,  and  though 
defense  can  keep  you  alive 
a  while  longer,  it's  no  way 
to  win  when  you're  behind. 
Apple  has  become  the  kind 
of  company  that  Steve  Jobs 
used  to  mock:  Its  ways  have 
become  institutionalized 
and  ossified.  It  can't  think 
outside  the  pretty  box.  Its 
new  moves  head  timidly 
for  tiny  niches. 

Apple  is  capable  of 
effective,  brave  steps  such 
as  eliminating  floppy  drives 
and  serial  ports — moves 
that  seemed  risky  to  some 
but  were  right.  And  there 
are  interface  improvements 
in  OS  X  whose  advantages 
will  become  clear  only  with 
time.  For  example,  I  hear 
complaints  about  the  miss- 
ing Apple  menu,  but  having 
fewer  ways  to  launch  appli- 
cations will  turn  out  to  be 
better  in  the  long  run.  That 
Apple  dares  a  little  makes 
it  all  the  more  disappointing 
that  it  does  not  reach  for 
a  brilliant  jump  in  usability, 
one  that  would  eclipse  the 
Mac  and  its  methods  just 
as  the  Macintosh  drove  all 
nongraphics-based  systems, 
including  Apple's  own 
cash  cow,  Apple  II,  into 
obscurity. 

Apple  must  escape  its 
mr-stuff-is-just-for-us, 
the-Mac-is-forever,  and 
cooler-than-thou  attitudes. 
The  OS  X  interface  is  cute, 
but  it's  not  what  we  need 
(which  is  to  get  more  done 
with  less  effort  and  frustra- 
tion) or  what  Apple  needs 
(a  product  that  redefines 


Oxygen  Stinks 


the  market! 
facelift  cant 
the  wrinkle 


rhe  OS  X 
t  long  hide 
n  Apple's 
'Terface. 
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OXYGEN  MEDIA  prom- 
ised women  so  much  but  has 
given  them  so  little. 

The  new  female-focused 
cable  channel  launched  its 
self-described  "revolution  led 
by  women"  one  year  ago. 
Founder  and  CEO  Gerry 
Laybourne  promised  a  "con- 
vergence" of  her  cable  expert- 
ise with  the  Internet  to  create  a 
powerful — if  not  mythical  — 
new  medium. 

With  $300  million  in  ven- 
ture capital  from  the  likes  of 
Oprah  Winfrey,  Paul  Allen, 
AOL,  and  Disney,  Oxygen 
quickly  seized  the  limelight. 
Laybourne  herself  came  highly 
decorated,  having  built 
Nickelodeon  into  the  ultimate 
television  destination  for  kids. 
She  courted  splashy  press  and 
spoke  proudly  of  Oprah's 
commitment  to  Oxygen. 

But  according  to  San 
Francisco  Chronicle  TV  critic 
Tim  Goodman,  Oxygen's 
debut  was  "a  colossal  flop." 

By  October,  Oxygen's  press 
party  at  the  swanky  One 
Market  Restaurant  in  San 
Francisco  drew  roughly  the 
same  number  of  guests  as  it 
did  representatives  from 
Oxygen:  eight.  And  while 
public  statements  and  private 
conversations  invariably  sug- 
gest that  Oxygen  employees 
spend  plenty  of  time  flying  to 
and  from  Chicago,  ostensibly 
to  see  Oprah,  when  pressed, 
Laybourne  will  only  say  that 
Winfrey  is  "still  involved." 

Others  see  it  differently. 
"Oprah  doesn't  give  a  shit," 
says  one  recently  departed 
high-level  editor. 


Neither  did  many  of  Oxy- 
gen's Web  employees.  Key  play- 
ers, from  the  editor  in  chief  to 
the  senior  VP  of  marketing, 
led  a  mass  exodus  of  editorial 
and  production  staff. 

Leadership  was  "all  over 
the  place,"  says  the  ex-editor. 
"We  kept  hearing  about  how 
we  were  going  to  'change  the 
world.'  Then  I'd  look  at  the 
copy  for  another  Viagra  story 
and  think,  'really?' " 

According  to  a  recent 
report  from  Media  Metrix, 


subscribers.  The  company 
biggest  competitor,  Lifetime 
hits  77.8  million  homes. 

So  how  will  Oxygen  sur 
vive?  The  company  did  receiv 
an  additional  $100  millioi 
from  Paul  Allen's  Vulcan  Ven 
tures  in  early  December.  Am 
Oxygen  cut  some  fat  by  layinj 
off  about  10%  of  its  work 
force  two  days  later. 

"But  their  window  of  op 
portunity  may  have  ahead; 
closed,"  says  Goodman.  "Th< 
quality  of  programming  ha 


GROUCHO  MARX  Were  he  alive  today,  he  couldn't  save  Oxygen's  Pajama  Party. 


obscure  Web  sites  like  Debs 
FunPages.com  see  more  traf- 
fic these  days  than  Oxygen.com. 

Oxygen's  cable  programs 
present  even  bigger  problems. 
While  most  other  low-budget 
programs  on  Oxygen  aren't 
great,  the  insipid,  late-night 
Pajama  Party  is  almost 
unwatchable. 

Even  if  you  could  sit 
through  it.  Oxygen  TV  proba- 
bly isn't  available  in  your 
town.  According  to  Paul  Kagan 
Associates,  a  media  research 
company,  Oxygen  reaches  just 
11.4  million  mostly  unwitting 


ling  and 


been  underwhelmi 
regressive." 

In  Laybourne's  defense, 
cable  networks  aren't  built 
overnight.  "It  took  16  years  to 
accomplish  what  we  did  at 
Nickelodeon,"  she  says.  "And 
we're  learning  more  and  more 
from  our  viewers  every  day, 
thanks  to  the  Internet." 

For  now,  Oxygen  can  con- 
tinue to  experiment  and  fail 
with  some  of  its  programming 
for  two  reasons.  First,  it  has 
raised  lots  of  cash.  Second,  no 
one  is  watching. 

DAVID  RAYMOND 
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aks  English,  her  native 
uage  jOgS  with  her 
and  in  the  park  each 
ing  WOrkS  as  a  Senior 
iss  Engineer  in  broadband 
nunications  counts 
If  part  of  Motorola's  team 
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what  Singapore 

about.  ■'.) 

Yvonne  Lee,  Motorola 


Yvonne  Lee  never  expected  to  find  herself  in  a  magazine.  Dedicated  though  she  is  to  her  job,  she's 
just  another  Singaporean  doing  what  she  loves,  and  doing  it  well.  Which  is  precisely  our  point. 
You  see,  Singapore  is  full  of  people  like  Yvonne.  People  just  as  much  at  home  with  IT  as  anyone  in 
Silicon  Valley.  People  as  fluent  in  English  as  those  you  speak  to  every  day.  People,  in  fact,  you'd  hire 
right  away  given  the  opportunity.  It's  hardly  surprising  then,  that  Singapore  is  already 
home  to  over  5,000  MNCs.  It's  also  the  most  connected  place  in  Asia;  99%  of  homes 
and  offices  have  access  to  broadband  and  the  island's  infrastructure  puts  a  ready-made 
regional  market  within  easy  reach. 


Singapore  - 
the  place 
to  put  a  d  t 


To  find  out  more  about  Singapore  and  its  people,  call  us  in  the  US  at  (650)654  1185 
or  in  Singapore  at  (65)211  0888,  or  visit  www.ida.gov.sg.  Like  Yvonne,  we'll  talk  your 
language.  And  show  you  the  best  place  to  put  your  dot  in  Asia. 
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The  No-Phone 

Zone 


A  night  on  the  town,  illegally  jamming 
obnoxious  cell  phone  calls 

MR.  X  IS  A  CELL  PHONE  VIGILANTE. 
With  his  jammer,  customized  from  an  old  analog  phone 
and  built  with  less  than  S100  in  parts  from  the  hardware 
store  and  RadioShack  (of  course),  he  can  end  obnoxious, 
out-of-place  conversations  and  turn  movie  theaters,  cafes, 
and  bars  into  cell-phone-free  zones. 

On  a  Wednesday  night  in  late  autumn,  he  demonstrates 
his  jammer  at  a  bar  in  San  Francisco's  Mission  District. 
Targets  are  easy  to  find;  it's  9  p.m.,  and  dot-commers  are 
piling  in.  Chino  Pants  walks  up  to  the  bar.  Multi- 
tasking, he  orders  a  beer  while  talking  on  his  cell. 
Mr.  X  swings  into  action.  Brazenly,  he  places  his 
jammer  on  the  table,  next  to  his  beer.  He  presses 
Kill.  Instantly,  Chino  Pants  pulls  the  phone  from  his 
ear,  examining  it.  He  closes  the  phone,  reopens  it,  and 
speed  dials.  As  soon  as  he  starts  talking,  Chino  Pants  gets 
zapped  again. 

An  encryption  specialist  and  a  graduate  in  computer  sci- 
ence from  Stanford  University,  Mr.  X  thinks  "we  should  be 
able  to  control  the  airwaves,  the  frequencies  around  us.  It's 
kind  of  like  a  personal  space  thing,"  he  explains.  "Americans 
like  to  have  two  feet  of  personal  space  around  them." 

But  cell  phone  jamming  is  illegal.  Even"  time  Mr.  X  knocks 
out  a  cell  phone  call,  he  risks  an  Sll,000  fine  and  up  to 
a  year  in  prison.  Being  the  hacker  he  is,  he's  willing  to  live 
with  the  risk. 

Mr.  X  is  not  alone,  although  no  one  knows  how  many  cell 
phone  jammers  there  are  in  the  United  States.  It's  legal  to  use 
them  in  some  other  countries,  and  a  handful  of  jammer  com- 
panies have  sprouted  in  Israel,  Japan,  India,  and  England. 


While  many 
law-abiding  citi-l 
zens  might  covet 
a  jammer,  the 
device  poses 
risks,  and  not 
only  to  cell  phone 
users.  Jamming 
can  interfere  with 
garage-door  openers 
and  medical  equip- 
ment. Mr.  X  is  cautious 
about  his  usage,  limiting 
it  to  obnoxious  conversa- 
tions in  inappropriate 
locations.  And  he 
never  jams  someone 
in  a  moving  car;  talk- 
ing and  driving  is  a 
dangerous  combi- 
nation, but  driving 
and  inspecting  a 
mysteriously  dead  phone  is  worse. 

Mr.  X  moves  on  to  a  coffee  house  that's  a  favorite  gather- 
ing for  dot-commers  and  their  dogs.  At  an  inside  table,  a 
30-something  is  trying  hard  to  look  cool.  He  wears  a  suit  and 
narrow,  rectangular  glasses  that  wrap  around  his  temples.  Sit- 
ting alone,  he's  engrossed  in  a  conversation  loud  enough  to 
irritate  other  patrons.  Mr.  X  casually  slides  his  hand  into  his 
bag.  He  flips  a  switch,  pauses,  and  presses  Kill.  The  suit  looks 
at  his  phone,  dials  again,  and  starts  talking.  Mr.  X  lets  him 
talk  for  a  minute  or  two  before  knocking  him  out  again.  Mr. 
X  smirks,  having  silenced  another  cell  phone  user — if  only 
for  a  few  minutes.  More  than  feeling  satisfied,  he  says  he  feels 
"a  sense  of  control,  of  being  empowered." 

Mr.  X  walks  back  to  his  car,  the  silence  interrupted  by  the 
ringing  of  his  cell  phone.  His  wife  is  calling. 

BRANDON  RUSSELL 


World  Wide  Deathbed  Site  projects  when  struggling  dot-coms  will  expire 


HE  DIDN'T  LIKE  what  he  saw,  so  com- 
puter scientist  John  Nagle  decided  to  do 
something  about  "the  sheer  volume  of  dumb 
associated  with  the  dot-com  phenomenon." 
He'd  wearied  of  fanciful  phrases  to  describe 
failure,  quarterly  reports  that  didn't  mention 
until  page  18  that  the  company  just  iost  most 
of  its  value,  and  cheery  analysts  who  never 
advised  their  clients  to  sell. 

So  Nagle  created  Deathwatch  (downside, 
com/deathwatch.html).  Dot-coms  in  distress 


appear,  with  charts  of  their  slipping  stock 
prices  and  a  predicted  date  of  death. 
Nagle's  site  has  become  so  popular  that 
it  was  recently  moved  to  a  bigger  server. 

Deathwatch  is  almost  entirely  auto- 
mated. The  cash-flow  analysis  of  reported 
liquid  assets  and  loss  rate  is  based  on 
companies'  10K  and  10Q  filings  in  data- 
bases at  the  Securities  and  Exchange 
Commission. 

Nagle  keeps  his  expenses  low:  just 


$14.95  a  month  for  Web  hosting.  "Running  a 
Web  site  is  cheap  if  you  know  what  you're 
doing,"  he  says. 

From  Nagle's  site,  a  few  predicted  expira- 
tion dates: 

Priceline:  March  18 

eToys:  April  1 

Amazon:  July  10 

Ask  Jeeves:  July  18 

Vignette:  September  13 

CAROL  POGASH 
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Meet  Kelvin  Tan,  a  guy  as  connected  to  the  world  as  anyone  gets.  WAP  phone,  live  webcasts, 
key  job  in  mobile  e-services  -  a  pretty  unusual  individual,  you  might  think.  But  you'd  be  wrong. 
Singapore  is  full  of  people  like  Kelvin.  People  brought  up  speaking  English,  who  see  themselves 
as  players  on  an  international  stage  and  who  are  well-versed  in  every  aspect  of  IT.  They  live  in 
a  country  that  was  the  first  in  the  world  to  introduce  a  national  broadband  network  and 
is  now  the  most  connected  city  in  Asia;  a  cultivated,  pro-business  and  pro-technology 
|^  environment  that  is  a  natural  launchpad  to  the  region.  Currently,  5,000  MNCs  call  it  home. 
It  could  be  your  company's  home,  too. 

So  why  not  call  us  in  the  US  at  (650)654  1185  or  in  Singapore  at  (65)211  0888, 
or  visit .www.rda.gov.sg  We'll  show  you  why  Singapore  is  the  perfect  place  to  put 
your  dot  in  Asia.  And  how  folks  like  Kelvin  can  make  it  happen. 


Singapore  - 
the  place 
to  put  a  d  t 
in  Asia  • 
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Looking  for  a 

Way  In 

Indian  programmers  and  German  high  tech 

firms  find  a  mutually  beneficial  solution 

HE  WAS  LIVING  at  home  with  his  parents  and  longing 
to  leave  Davangere,  India,  where  programmers  are  plentiful, 
when  he  read  a  news  story  about  Germany's  desperate  need 
for  high  tech  workers.  Rohith  Ajjampur  was  eager  to  use  his 
programming  skills  to  enter  the  international  market.  At  23, 
he  marked  time  by  teaching  programming  at  a  private  com- 
puter institute  and  filling  out  applications. 

Germany  has  had  to  scramble  in  the  New  Economy.  The 
dearth  of  high  tech  workers  is  so  severe  that  the  notoriously 
xenophobic  nation  has  even  passed  an  American-style  green 
card  bill  to  lure  high  tech  workers.  But  with  4  million  unem- 
ployed Germans,  importing  programmers  remains  a  contro- 
versial proposal.  Germany  has  had  a  restrictive  immigration 
policy,  political  asylum  seekers  excepted.  As  the  debate  raged 
over  the  bill,  which  would  introduce  20,000  green  cards,  a 
conservative  Christian  Democrat  candidate  ran  his  campaign 
under  the  racist  rhyme  "Kinder  statt  Inder"  ("Children,  not 
Indians").  It  wasn't  long  before  the  word  "programmer" 
became  synonymous  with  "Indian." 

Desperate  for  programmers,  Datango,  an  Internet  startup, 
launched  a  tongue-in-cheek  campaign  with  the  phrase,  "Are 
you  an  Indian?"  The  campaign  was  only  partially  successful  at 
enticing  German  programmers  but  was  picked  up  by  the 
Indian  press,  which  covers  German  politics  as  well  as  the 
racial  incidents  that  periodically  erupt  in  Germany.  Indian 


ROHITH  AJJAMPUR 

newspapers  ran  a  photo  of  a  Datango  employee  with  the  slo- 
gan and  the  company's  Web  address,  www.datango.de/jobs,, 
emblazoned  on  his  T-shirt. 

Within  days,  Datango's  human  resources  department 
was  flooded  with  resumes  from  qualified  Indian  applicants, 
including  Ajjampur,  who'd  never  been  outside  India  but  wasi 
eager  to  move  to  Berlin.  His  parents  were  less  enthusiastic. 

The  first  Indian  programmer  to  arrive  under  Germany'si 
new  green  card  program  was  met  by  a  reporter,  a  photogra- 
pher, and  Datango's  nervous  human  resources  manager,  whoi 
brandished  a  bouquet  of  sunflowers.  Ajjampur's  arrival  onei 
week  later  was  less  sensational  but  no  less  special.  On  his  first 
day  at  work,  he  found  himself  fielding  press  interviews. 

With  its  high  salary  requirements,  the  green  card  plan  isi 
not  expected  to  solve  the  problems  of  resource-poor  tech| 
companies.  But  for  the  startup  with  the  sassy  slogan  and  for 
the  enthusiastic  Ajjampur,  the  plan  seems  to  have  worked. 
The  first  thing  he  did  upon  arriving  in  Germany  was  call  his 
worried  mother.  "I  told  her,"  he  says,  "everything  was  OK." 

SALLY  McGRANE 


TOO  Far  Ahead  Of  the  Crowd  Procter  &  Gamble  rejects  interactive  Mr.  Clean 


THE  INTERACTIVE  Mr. Clean 
has  been  rubbed  out. 

For  nearly  a  year,  Procter  & 
Gamble's  online  smart  agent 
cheerfully  had  typed  and  talked 
about  cleanliness  and  more 
personal  matters. 


With  his  Web  site,  www.mr 
clean.com,  he'd  garnered  praise 
from  the  media  but  failed  to 
bond  with  enough  consumers. 
To  interact  with  Mr.  Clean,  users 
had  to  download  software, 
discouraging  those  with  slow 
connections. 

Whatever  his  failings,  Mr. 
Clean  is  seen  by  P&G  as  a  noble 
experiment.  Activating  an  old  icon 
online  was  the  idea  of  P&G's 
Information  Technology  Research 
Organization,  the  company's 
independent  think  tank.  P&G 
researchers  worked  with  Barbara 
Hayes-Roth,  a  Stanford  University 


artificial  intelligence  expert  whose 
software  company,  Extempo 
Systems,  creates  friendly,  natural 
speaking  expert  agents  for  compa- 
nies online. 

Mr.  Clean  responded  to 
people's  questions  about,  say, 
polishing  brass  or  cleaning 
linoleum.  He'd  remark  about  his 
on-again,  off-again  relationship 
with  a  mysterious  Miss  Apple- 
gate.  And  when  the  man  with  the 
shining  scalp  and  gold  hoop 
earring  was  asked  whether  he 
was  gay,  he  responded  in  his 
robotic  voice:  "Are  you  serious? 
Look  at  me.  I'm  not  real.  I'm 


an  animated  character." 

But  humor  was  not  enough. 
"The  complexity  of  technology 
is  not  a  replacement  for  con- 
necting with  consumers  on  a  more 
personal  basis,"  explains  Kelly  An- 
chrum,  a  P&G  spokesperson. 

Instead,  consumers  can  sign 
up  for  HomeMadeSimple  email, 
which  offers  samples,  coupons, 
and  news  about  sweepstakes. 

"If  the  goal  is  to  reach  con- 
sumers and  build  relationships," 
Anchrum  says,  "we  have  to  do  it  in 
a  way  that  is  most  comfortable  for 
consumers.  Right  now,  email  is 
that  tool  "       CAROL  POGASH 
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Human  Touch 


There  have  never  been  so  many  ways  to  lose  a  customer.  Thanks  to  the  Internet, 
your  customers'  expectations  have  never  been  higher.  Their  sources  of  information  have 
never  been  greater.  And  their  access  to  your  competitors  has  never  been  faster.  What's 
more,  research  tells  us  that  companies  can  boost  profits  by  almost  1 00%  just  by 
retaining  5%  more  of  their  customers.*  The  first  step  to  retaining  those  customers  is 
gaining  a  better  understanding  of  them. 

Computer  Associates'  Intelligent  CRM  offers  you  a  comprehensive  suite  of 
applications  to  understand  and  retain  those  demanding  customers.  From  our  predictive 
Customer  Intelligence  that  mines  the  information  in  your  database  for  decision-making 
analyses  and  insights  to  our  predictive  Sales  and  Marketing  that  provides  you  with  a 
consolidated  view  of  all  customer  activity  across  your  business  through  personalized 
portals:  CA's  Intelligent  CRM  Suite  is  unique  in  the  industry. 

Furthermore,  our  3-D  visualization  technologies  bring  information  and  analyses  to 
life  and  give  customers,  staff,  and  suppliers  the  opportunity  to  perceive  it  in  all  its  many 
dimensions  rather  than  simply  view  it.  Whether  you  begin  with  a  single  application  or 
choose  the  entire  solution,  it's  powered  by  Jasmine®  i,  CA's  eBusiness  platform.  So  it 
seamlessly  integrates  with  your  existing  systems  and  applications  to  leverage  your 
investment,  regardless  of  underlying  technologies. 

To  find  out  more  about  now  Computer  Associates  can  help  you  get  closer  to  your 
customer  and  empower  ca.com/solutions/crm.htm  or  call 

1-800-225-5224.  Don't  wait  too  long,  your  competitors  are  reading  this  too. 

©2000. 2001  Computer  Associates  International.  Inc.  ;CAi.  Ail  trademarks,  trade  names,  service  marks  and  logos  referenced 
herein  belong  to  their  respective  companies.  "Harvard  fusiress  Review.  SepL-Oct  1990.  Frederick  F.  Reichheld  &  Earl 
Sasser.  Jr.,  Zero  Defections:  Quality  Comes  to  Services. 


"Prcvioed  through  a  partnership  with  eWare. 
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AMBUSH 


A  laundry  list 
of  hot  digital  issues 
awaits  George  W.  Bush 


:arl  m.  cannon 

or  eight  years,  President  Clinton  and 
Congress,  first  under  Democratic  and  then 
under  Republican  control,  had  an  unspo- 
ken consensus:  We're  not  certain  who  or 
what  put  the  U.S.  economy  into  hyper- 

:,  but  let's  be  damn  sure  not  to  do  anything  to 

it. 

rue,  the  Department  of  Justice  was  dragged  into 
vlicrosoft  antitrust  case,  but  only  after  Silicon 
:y  assured  Washington,  D.C.,  that  taking  on 
joliath  from  Redmond  wouldn't  stall  the  high 
engine  fueling  the  most  sustained  economic 
n  in  American  history. 

>n  most  of  the  toughest  questions  —  Internet 
tion,  privacy,  cloning  and  other  biotech  issues, 
le  gambling,  and  encryption  —  Congress  and 
Clinton  administration  punted, 
was  a  stance  that  satisfied  antiregulatory  Texas 
lblicans  with  bad  suits  and  comb-overs  who 
d  themselves  representing  more  Austin  software 
i  than  Dallas-based  oil  companies.  And  it  satis- 
California  Democrats  representing  the  New  Age 
:preneurs  who  combined  social  liberalism  with  Ayn  Rand, 
her  words,  it  worked  in  favor  of  all  the  lawyers  and  politi- 
acks  in  Congress  who  don't  know  a  pixel  from  a  chad,  and 
'ved  the  purposes  of  a  president  who  took  credit  for  the 
omy  but  admitted  he  doesn't  use  email, 
ut  it's  a  new  day  in  Washington,  and  the  technology  issues 
in  the  clock.  Suddenly,  here  was  George  W.  Bush  —  before 
even  taken  the  oath  of  office — holding  a  two-day  eco- 
ic  summit  in  Austin  and  devoting  half  of  that  time  to  high 
lology.  Bush's  guest  list  for  the  January  4  session  at  the  Uni- 
ty of  Texas  included  Dell  Computer  founder  Michael  Dell, 
CEO  Lou  Gerstner,  Intel  CEO  Craig  Barrett,  Hewlett- 
ard  CEO  Carly  Fiorina,  Sun  Microsystems  CEO  Scott 
Jealy,  Cisco's  John  Chambers,  Oracle's  Len  Pomata,  and 


other  handpicked  heavyweights.  No,  Bill  Gates  didn't  make  the 
scene,  but  Bush  had  sent  him  a  coded  message  during  the  cam- 
paign when  he  said  he  preferred  "innovation  to  litigation." 

After  the  meeting  was  over,  the  president-elect  delivered  a 
nice  little  bouquet  to  the  high  tech  executives,  advising  Amer- 
icans to  hold  on  to  their  tech  stocks.  "I  do  think  people  that 
have  invested  in  this  industry  are  in  the  long  term  going  to  rea- 
lize good  gains  on  the  money  they've  invested,  because  this  is 
the  leading  edge  of  thought  in  the  world,"  Bush  said.  "These 
good  folks  are  revolutionizing  how  business  is  conducted." 

The  executives  swiftly  repaid  the  favor,  telling  any  reporter 
who  was  interested  that  Bush's  ideas  of  cutting  taxes  would 
help  their  sector  of  the  economy.  "There's  broad  consensus 
that  a  tax  cut  is  an  important  part  of  an  economic  framework 
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to  impart  stability  and  feed  an  ongoing  growth  engine,"  said 
Steve  Papermaster,  executive  chairman  of  Agillion,  one  of  two 
Austin  firms  invited  to  the  party.  Michael  Dell,  representing 
the  other  one,  stressed  the  issue  that  really  united  Bush  and 
the  executives  invited  to  Austin:  education. 

As  governor,  Bush  embraced  the  ideas  of  accountability 
pushed  by  the  Texas  business  community,  expanded  them,  and 
made  them  law.  He  pushed  these  issues  during  the  2000  presiden- 
tial campaign  as  well — and  education  was  one  of  the  few  tradi- 
tional Democratic  domestic  areas  in  which  voters  said  they  had  as 
much  confidence  in  Bush  as  they  did  in  Al  Gore.  Bush  staked  out 
a  middle  ground  that  distinguished  him  both  from  Gore  and  from 
conservative  Republicans,  whose  answer  to  every  education  ques- 
tion begins  and  ends  with  vouchers.  Bush  supported  vouchers, 
too,  but  that  issue  wasn't  the 
centerpiece  of  his  education 
policy.  Bush's  hope,  lifted  vir- 
tually word  for  word  from  Bill 
Clinton,  that  America  "should 
leave  no  child  behind,"  was 
delivered  in  the  context  of  the 
failure  of  the  public  schools  to 
prepare  poor  and  working- 
class  children  for  college  and  a 
high  tech  world. 

His  poignant  phrase,  "the 
soft  bigotry  of  low  expecta- 
tions," was  aimed  at  an  educa- 
tion establishment  that  pays  lip 
service  to  the  needs  of  minor- 
ity children  while  resisting 
reforms  that  would  help  them. 
Early  in  the  campaign,  the 
Progressive  Policy  Institute,  an 
arm  of  the  centrist  Democratic 
Leadership  Council,  which 
Clinton  once  headed,  quietly 
approached  the  Gore  cam- 
paign with  a  program  for 
improving  public  schools  — 
one  relying  on  improved 
standards,  increased  accountability,  and  standardized  testing. 
Gore  eschewed  picking  a  fight  with  the  teachers'  unions,  bur  the 
Bush  team  quietly  adopted  most  of  the  education  proposals 
formulated  by  the  PPI. 

"There's  a  very  broad  endorsement  of  accountability  as. ..a 
way  of  ensuring  that  these  schools  know  how  they  perform  rel- 
ative to  other  schools,"  Dell  said  after  the  January  4  meeting  in 
Austin.  "The  education  system  in  this  country  is,  candidly, 
broken  in  K  through  12,"  added  Cisco's  Chambers,  noting  that 
for  the  past  four  years  the  No.  1  issue  facing  high  tech  was  the 
availability  of  a  skilled  workforce.  "The  jobs  will  move  where 
the  best-educated  workforce  is.  We  believe  we  have  about  a 
decade  to  fix  this." 

President  Bush  faces  a  laundry  list  of  other  long-deferred 
technology  issues  and  an  evenly  divided  Congress  that  isn't 
going  to  be  able  to  do  anything  without  consensus  from  both 
political  parties.  The  idea  of  gridlock  might  sit  well  with  the 
nation's  technology  innovators — who've  done  quite  well,  thank 


you,  without  any  help  from  the  government,  and  who  thus  loo 
skeptically  on  most,  if  not  all,  of  the  bills  and  regulations  thj 
lie  ahead.  I  understand  this  impulse  myself,  having  grown  u 
in  Silicon  Valley.  But  whether  gridlock  is  welcome  or  not  (an 
on  some  of  these  issues  it  will  be  welcome),  the  time  has  com 
for  guidance  from  government,  and  not  just  on  the  issue  of  edu 
cation.  The  New  Economy  has  gotten  too  big,  too  powerful 
and  too  important  to  be  treated  as  a  vulnerable  stepchild.  An) 
in  some  areas,  a  bit  more  structure  might  actually  help  tecr 
nology  companies,  especially  those  engaged  in  e-commerce. 

The  first  signals  from  the  Bush  administration  were  positivi 
As  secretary  of  education.  Bush  chose  Houston  Superintender 
of  schools  Rod  Paige,  a  reformer  respected  by  the  educatioi 
establishment.  At  the  Department  of  Transportation,  Bus 
placed  a  Democrat,  Norman  Y.  Minets 
who  represented  Silicon  Valley  for  th) 
better  part  of  two  decades  in  Congress 
He  doesn't  come  from  a  high  tech  back 
ground,  but  when  Mineta  was  a  congress 
man  representing  San  Jose  in  the  1970| 
and  1980s,  he  was  extremely  attentive  ti 
the  needs  of  high  tech,  sometimes  beinj 
more  responsive  to  the  wishes  of  thj 
American  Electronics  Association  thai 
to,  say,  Speaker  Thomas  P.  "Tip: 
O'Neill  Jr.  Another  Californian  Busl 
put  in  his  cabinet  is  Secretary  of  Agrii 
culture  Ann  Veneman.  She  was  deputl 
secretary  of  the  agency  from  1986  to 
1993,  where  her  specialty  was  expanding 
international  trade.  Veneman  is  known 
as  a  supporter  of  high  tech  farming  ano 
is  said  to  be  enthusiastic  about  genetii 
engineering's  role  in  the  agricultura 
industry  of  the  future. 

Which  brings  up  another  reality  oj 
2001:  The  recount  that  might  have  mat' 
tered  most  to  the  New  Economy  was  thai 
one  in  Washington  state,  not  Florida 
There,  former  RealNetworks  executive 
and  probusiness  Democrat  Maria  Cant- 
well  eked  out  a  victory  over  incumbent  Republican  Slade 
Gorton,  giving  the  Democrats  an  even  split  in  the  U.S.  Senate. 
Gorton  was  sometimes  identified,  tongue  in  cheek,  as  the  sen-1 
ator  from  Microsoft,  but  he  did  the  same  kind  of  constituent 
service  for  Boeing  and  Northwest  logging  companies.  As  fat 
as  the  New  Economy  is  concerned,  RealNetworks'  Canrwell 
is  the  RealDeal.  She  could  become  something  of  the  Technol- 
ogy Empress,  at  least  in  the  nation's  capital.  Thus,  her  victory 
was  not  a  net  loss  for  Microsoft,  which  also  took  satisfaction 
when  its  legal  tormentor,  David  Boies,  showed  his  partisan 
colors  by  turning  up  in  Tallahassee  to  argue  Gore's  losing 
case.  For  her  part,  Cantwell  said  in  a  recent  message  to  the 
Department  of  Justice  that  the  administration  should  "be 
careful  what  it  wishes  for,"  adding  pointedly  that  she  had 
used  her  previous  tenure  in  the  House  fighting  "ill-conceived 
attempts  to  overregulate  the  software  industry." 

Eager  to  get  along  with  her  new  colleagues,  Cantwell  down- 
played the  idea  that  she  is  the  next  hot  thing  in  Washington 
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:chnology  issues.  She  made  a  point  of  saying  she  would 
:  with  the  major  players  already  entrenched  in  the  Senate, 
acknowledged  that  her  background  at  RealNetworks 
her  credibility  on  these  issues  but  implied  she  will  assert 
:lf  gradually. 

antwell  plans  to  join  ongoing  efforts  to  set  national  stan- 
|  regulating  privacy.  "We  need  to  make  sure  privacy  is  pro- 
d,"  she  said  flatly.  "And  consumers  and  business  need  a 
e  environment  in  which  the  laws  are  clear." 
he  nature  of  those  standards  will  be  the  subject  of  a  leg- 
ve  fight  in  the  coming  year.  Before  Congress  adjourned 
fear,  Senator  John  McCain  (R-Arizona)  elicited  industry 
ort  for  a  moderate  piece  of  privacy  legislation  that  would 
ire  companies  to  post  notice  of  personal  data  being  col- 
d  and  offer  consumers  a  choice  to  opt  out  of  data  collee- 

But  other  senators,  including  Ernest  Hollings,  a  South 
lina  Democrat,  want  the  107th  Congress  to  go  further, 
ollings  is  offering  a  bill  that  would  require  Web  sites  to 
•ermission  from  users  before  collecting  and  distributing 

email  addresses  and  Internet  profiles.  Such  an  approach, 
d  "opt-in,"  is  opposed  by  the  industry,  but  is  gaining  sup- 
in  Washington.  Internet  providers,  saying  they  can  police 
iselves,  insist  they  don't  need  any  new  laws.  But  they 
t  doing  a  very  good  job.  America  Online,  which  testified 
ist  the  Hollings  bill,  requires  customers  to  go  through 
lifferent  screens  to  opt  out. 

OL  may  be  on  the  losing  side  in  this  fight.  The  National 


Consumers  League  recently  released  a  study  showing  that  56% 
of  Americans  are  "very  concerned"  about  losing  privacy,  a 
higher  number  than  are  worried  about  health  care,  crime,  or 
taxes.  The  Pew  Research  Center  polled  computer  users  and  dis- 
covered, not  surprisingly,  that  86%  want  business  to  get  explicit 
permission  from  users  in  advance  of  collecting  such  information. 
As  one  House  Democrat  said,  "We  tend  to  pay  attention  when 
86%  of  the  public  says  anything.  That's  a  big  number,  man." 

But  if  Congress  and  the  White  House  turn  this  stone  over, 
there's  more  under  it  than  they  might  imagine.  Web  tracking, 
or  Web  spying  as  some  privacy  advocates  call  it,  is  simply  a 
variation  of  what  credit  card  companies  and  supermarkets  have 
done  for  years.  Why  else  do  grocery  chains  such  as  Safeway 
have  those  "club"  cards — which  anyone  can  get — that  earn 
you  discounts  when  you  shop?  To  track  what  you  are  buying. 

The  government  has  not  only  refused  to  intervene  but  has 
played  Big  Brother  itself.  In  Utah,  agents  from  the  Drug 
Enforcement  Administration  sought  the  grocery  records  of 
suspects  believed  to  be  dealing  drugs  and  checked  their  files  to 
see  if  they  were  buying  too  many  sandwich  bags.  Last  summer, 
the  Office  of  National  Drug  Control  Policy  was  caught  using 
"cookies"  to  track  the  Internet  habits  of  those  visiting  its  Web 
site.  The  White  House  swiftly  issued  an  order  barring  govern- 
ment agencies  from  using  cookies,  but  a  subsequent  congres- 
sional study  found  that  12  other  executive  branch  agencies 
were  doing  the  same  thing.  And  in  June,  the  FBI  implemented 
an  email  sniffing  system  called  Carnivore  designed  to  sift 


)BBYING  FOR  GRIDLOCK 

h  has  a  way  to  go  before  it  wins  Washington 

DWARD  CLENDANIEL 


!  THAT  THE  HIGH  TECH  industry  has 
ie  fully  engaged  in  politics,  it  must  control 
ending  political  battle  or  risk  losing  its 
'  to  drive  the  digital  age.  The  industry  has 
iptions:  It  can  seek  a  short-term  solution 
as  a  moratorium  on  legislation  (or  failing 
gridlock).  Or  it  can  try  to  get  ahead  of  the 
f  legislation  and  offer  long-term  solutions 
blems. 

yiy  favorite  word  on  the  subject  of  regula- 
s  moratorium,"  says  Floyd  Kvamme,  a 
n  Valley  venture  capitalist  and  executive 
ier  of  President  George  W.  Bush's  Informa- 
\dvisory  Council.  "We  have  to  figure  out 
:o  convince  legislators  that  not  doing  any- 
for  a  while  is  clearly  the  best  way  to  go. 
iegulation  freezes  existing  players  in  place 
nakes  entrepreneurial  innovation  much 
difficult,"  he  says. 

3ven  years  ago,  Congress  considered  only 
ills  that  specifically  mentioned  the  Internet. 
rear,  however,  Congress  faced  456  Internet- 
d  bills,  on  topics  ranging  from  Internet  tax- 
to  broadband  access,  trade,  immigration, 


privacy,  and  copyright  protection. 

The  mountain  of  legislation  makes  Kvamme 
and  other  high  tech  executives — and  investors — 
nervous  as  they  await  the  initial  moves  of  the 
107th  Congress,  which  faces  an  even  larger  and 
more  complex  agenda. 

With  technophile  Al  Gore  gone  from  the 
scene,  the  most  powerful  leader  in  the  Democ- 
ratic Party  may  be  House  Minority  Leader  Dick 
Gephardt  of  Missouri,  a  great  friend  of  labor  but 
not  high  tech.  Rated  a  weak  50%  by  the  Infor- 
mation Technology  Industry  Council,  Gephardt 
has  angered  the  industry  with  his  opposition  to 
such  issues  as  NAFTA  and  permanent  normal 
trade  relations  with  China. 

While  one  of  the  industry's  biggest  support- 
ers, former  Senator  Spencer  Abraham  (R-Michi- 
gan),  lost  his  bid  for  reelection,  his  influence  on 
technology  will  be  greater  than  before,  since 
Bush  nominated  him  to  be  his  secretary  of  energy. 

The  industry  also  can  count  on  other  long- 
time friends,  including  House  Speaker  Dennis 
Hastert  (R-lllinois),  Majority  Leader  Dick  Armey 
(R-Texas),  and  Majority  Whip  Tom  DeLay  (R-Texas). 


But  to  those  watching  politics  from  places  such  as 
Seattle,  Silicon  Valley,  and  Austin,  it's  obvious  that 
high  tech  needs  some  of  its  own  on  Capitol  Hill. 

The  industry  hopes  its  dramatic  increase  in 
campaign  contributions  will  help  influence  leg- 
islators on  issues  important  to  technology.  Dur- 
ing 1999,  the  tech  industry  gave  $23.9  million, 
jumping  from  55th  to  eighth  in  major  industry 
contributors.  But  that  largesse  pales  when  com- 
pared to  organized  labor  ($52.2  million)  and  trial 
lawyers  ($73  million). 

Amy  Dean,  the  executive  director  of  the  South 
bay  AFL-CIO  Labor  Council,  which  represents  Sili- 
con Valley,  contends  that  public  policy  leaders 
don't  understand  the  social  and  political  implica- 
tions of  our  changing  economy.  "We  have  the 
potential  framework  for  a  fight  over  the  next 
decade  between  labor  on  one  hand  and  the  New 
Economy  leaders  on  the  other,"  she  says. 

But  Dean  would  rather  not  fight,  saying, 
"We  know  from  the  last  two  industrial  revolu- 
tions that  after  great  advances  in  technology,  it 
takes  a  while  for  the  social  and  political  forces 
to  catch  up.  In  the  past,  it  has  taken  a  crisis  for 
that  to  take  place.  That's  why  it's  so  important 
that  we  have  moderate  voices  in  all  areas.  The 
only  way  we  can  build  a  lasting,  sustainable 
economy  is  if  we  can  work  together  to  create  a 
vision  for  a  new  social  contract." 
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through  a  suspect's  messages  in  the  vast  stream  of  data  pass- 
ing through  his  or  her  Internet  service  provider.  Civil  libertar- 
ians objected  because  Carnivore  roots  around  in  everyone 
else's  messages.  One  Republican  congressman  went  further, 
denouncing  Carnivore  as  illegal.  That  congressman  is- likely  to 
have  a  lot  of  juice  in  the  next  four  years:  His  name  is  Dick 
Armey,  and  not  only  is  he  the  House  majority  leader,  he's 
from  George  W.  Bush's  state  of  Texas. 

Even  without  Armey's  ire,  it's  evident  that  government 
snooping  is  not  what  planners  like  to  call  the  "highest  and 
best  use"  of  the  computer  chip.  The  cookies  and  pixels  that 
follow  innocent  Americans  across  cyberspace  are,  to  use  an 
Old  Economy  metaphor,  the  canary  in  the  coal  mine  telling  us 
that  privacy  isn't  threatened — it's  already  lost.  The  politicians 
say  they  want  to  get  it  back  —  and  even  divided,  polarized 
Washington,  D.C.,  is  going  to  try. 

Those  championing  the 
intellectual  rights  of  content 
providers  will  make  war  on 
the  Internet  if  need  be. 

A  host  of  other  such  issues  face  Washington  lawmakers, 
including  two  of  the  hottest  technology  hot  buttons:  intellec- 
tual property  and  Internet  taxation. 

Intellectual  Property:  Nationally,  this  issue  has  been 
portrayed  as  a  battle  between  wealthy,  established  Luddites 
(the  record  companies)  and  hordes  of  hip,  Napster-connected 
music  fans  who  want  to  download  the  work  of  their  favorite 
bands — without  paying  for  it. 

In  the  virtual  world,  journalists,  photographers,  filmmakers, 
authors,  and  musicians  are  referred  to  as  content  providers,  a 
phrase  that  neatly  sums  up  two  problems:  first,  the  fungible 
nature  of  this  "content,"  and  second,  the  dicey  question  of  who 
pays  these  artists  if  everything  they  create  can  be  reproduced 
free  on  the  Net  a  hundred  million  times. 

In  Washington  terms,  this  fight  shakes  out — as  so  many 
do — as  a  pitched  battle  between  consumers  (read:  voters)  and 
well-entrenched  special  interest  groups  (read:  campaign  con- 
tributors). In  this  case,  the  established  face  of  the  special  inter- 
ests is  that  of  Hilary  Rosen,  president  and  CEO  of  the  Record- 
ing Industry  Association  of  America.  Rosen  earns  a  $1  million 
yearly  salary  protecting  the  interests  of  the  $15  billion-a-year 
music  industry.  Along  with  her  domestic  partner,  gay  rights 
advocate  Elizabeth  Birch,  Rosen  is  one-half  of  a  Washington 
power  couple  that  is  particularly  well  placed  in  Democratic 
Party  circles.  Rosen  even  sat  in  Tipper  Gore's  box  at  the  Demo- 
cratic National  Convention  in  Los  Angeles.  It  was  Rosen's  way 
of  signaling  to  her  Hollywood  pals  that  all  is  forgiven  in  Tip- 
per's long-ago  jihad  to  put  parental  warning  labels  on  records. 

"She  has  the  biggest  cojones  in  town,"  says  Rosen  ally  Jack 
Valenti,  president  and  CEO  of  the  Motion  Picture  Association 
of  America. 

On  the  other  side  of  this  issue  are  not  Republicans  but  the 


Hordes:  Web-savvy  young  people.  Any  politician  who  values  hi 
or  her  future  had  better  consider  them.  After  a  Senate  Judiciar 
Committee  hearing  on  this  subject  in  July,  Senator  Patricl 
Leahy  of  Vermont,  the  ranking  Democrat,  reported  that  he  an^ 
Senator  Orrin  Hatch  (R-Utah)  received  a  combined  70,00l 
emails  from  fans  of  free  music.  That  exceeded  the  record  numj 
ber  of  responses  he  received  during  President  Clinton's  impeach) 
ment  trial,  he  noted  dryly. 

Congress  thought  it  had  dealt  with  this  question  by  pass 
ing  the  Digital  Millennium  Copyright  Act  of  1998.  But  thai 
law  has  mostly  generated  a  blizzard  of  lawsuits.  It  also  hal 
had  unforeseen  consequences,  such  as  decimating  the  stocl 
value  of  online  radio  stations  because  webcasters,  as  opposed 
to  traditional  radio  stations,  now  have  to  pay  royalties  whei 
they  play  records.  As  a  result,  Representative  Rick  Bouchei 
the  pro-Internet  Democratic  House  member  from  Virginia,  i 
planning  to  author  the  Music  Owners'  Listening  Rights  Aq 
of  2001.  This  legislation  would  codify  the  rights  of  music  lover! 
to  download  music  online  if  they  paid  royalties,  purchased  j 
compact  disc,  or  somehow  met  the  requirements  of  existinj 
copyright  law. 

Those  championing  the  intellectual  rights  of  content  pro 
viders  will  make  war  on  the  Internet  if  need  be.  Referring  to 
Web-based  technologies  such  as  Gnutella,  which  has  no  comi 
pany  to  sue,  no  central  server  to  shut  down,  and  no  assets  M 
seize,  Edgar  Bronfman  Jr.,  then-president  of  Seagram  CoJ 
warned  darkly:  "The  Internet  itself  will  not  be  able  to  survivt 
if  it  becomes  a  haven  for  illegal  activity." 

Now,  nobody  can  stand  in  the  way  of  the  Net,  but  thos< 
kinds  of  sentiments  are  why  government  action  is  a  bette: 
option  than  rules  developed  by  jurors  and  judges,  few  of  whom 
will  have  the  New  Economy's  interest — or  the  national  inter 
est — at  heart. 

Internet  Taxation:  In  America,  46  states  and  som< 
7,500  municipalities  extract  sales  taxes  from  brick-and-mortaj 
businesses  in  their  respective  jurisdictions.  Online  businessei 
pay  no  such  taxes.  This  discrepancy  is  expected  to  "cost* 
state  and  local  government  more  than  $10  billion  in  revenue! 
by  2003.  And,  to  paraphrase  George  C.  Scott  in  The  Hustler 
"They  want  their  money!" 

Fortunately,  cooler  heads  have  prevailed — so  far.  Having 
come  to  the  realization  that  taxing  Internet  purchases  is  3 
defacto  national  sales  tax,  Congress  and  the  Clinton  adminis 
tration  agreed  in  1998  to  a  three-year  moratorium  on  even  thi 
consideration  of  Internet  taxation.  Thus  the  federal  politicians 
who  also  covet  the  money,  played  a  game  of  "you  go  first." 

Neither  did,  at  least  while  Clinton  was  around,  and  in  th< 
2000  presidential  campaign,  neither  Gore  nor  Bush  took  ; 
stand  on  Internet  taxation  or,  for  that  matter,  much  else 
regarding  technology  policy. 

This  issue  won't  wait  forever.  The  nation's  governors,  mos 
of  whom  are  Republicans  and  friends  of  George  W.  Bush,  lus 
after  the  potential  revenue  that  an  Internet  tax  represents 
Republican  Governor  Kenny  Guinn  of  Nevada  already  ha: 
pledged  his  support  for  a  proposed  state  law  that  would  ta> 
sales  on  Nevadans'  purchases  over  the  Internet.  The  Nationa 
Governors  Association  quietly  has  launched  a  pilot  stud) 
in  four  states — Kansas,  Michigan,  Wisconsin,  and  North 
Carolina — to  determine  the  most  effective  way  to  collec 
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sales  taxes  when  consumers  buy  online. 

But  the  best  way,  as  far  as  e-commerce  is  concerned,  is 
probably  no  way.  In  National  Economic  Trends,  the  in-house 
publication  of  the  Federal  Reserve  Bank  of  St.  Louis,  econo- 
mists recently  documented  three  findings  suggesting  that 
Internet  taxes  are  a  bad  idea.  The  first  is  that  states  are  not 
losing  all  that  much  money;  the  second  is  that  tax  collection 
on  e-businesses  would  be  cumbersome;  the  third  is  that  con- 
sumers living  in  areas  with  a  high  sales  tax  tend  to  purchase 
more  online  than  those  enjoying  a  low  tax  rate,  a  finding  indi- 
cating that  there  might  be  no  more  efficient  way  to  sink  e-com- 


merce— and,  perhaps,  the  U.S.  economy — than  taxing  it. 

Both  big  retailers  and  Main  Street  have  powerful  Washingi 
ton  lobbies  with  equally  powerful  allies  in  Congress  and,  usually] 
inside  the  White  House.  The  moratorium  that  expires  in  Octxw 
ber  may  have  served  its  purpose.  The  impetus  for  leveling  the) 
playing  field  on  sales  taxes  is  not  coming  as  strongly  as  it  oncet 
did  from  brick-and-mortar  businesses.  Why?  Most  have  openedl 
e-business  sidelines  of  their  own.  Hurray  for  progress!  ■ 

Carl  M.  Cannon  is  the  White  House  correspondent  for  the\ 
National  Journal. 
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Tech  tycoons  are  using  their  millions  to  influence  the  political  process 


BY  KAREN  SOUTHWICK 

THE  HIT  RATE  IS  ONE  IN  FIVE,  the  invested  cap- 
ital over  the  last  several  years  totals  more 
than  $100  million,  while  the  return  is  unrealized. 
Doesn't  sound  like  an  ideal  investment,  does  it? 
Yet  Silicon  Valley  venture  capitalists  and  entre- 
preneurs increasingly  have  been  investing  their 
money  in  California  initiatives,  a  way  of  sending 
ballot  measures  directly  to  voters  without  going 
through  the  state  legislature.  In  November's 
election,  Silicon  Valley  funded  the  two  most 
expensive  propositions  on  California's  ballot, 
channeling  nearly  $58  million  into  them. 

In  the  past  several  California  elections,  Sili- 
con Valley  money  has  gone  to  such  causes  as 
overturning  bilingual  education,  imposing  caps 
on  lawyer  fees,  supporting  no-fault  auto  insur- 
ance, and,  curiously,  giving  voters  "none  of  the 
above"  as  an  election  choice. 

Of  course,  wealthy  individuals  everywhere 
get  involved  in  politics.  Investment  banker  Jon 
Corzine  personally  financed  his  victorious  cam- 
paign for  a  U.S.  Senate  seat  from  New  Jersey. 
Microsoft  cofounder  Paul  Allen  backed  an 
unsuccessful  charter  schools  initiative  in  Wash- 
ington state.  But  with  its  wide-open  initiative 
process  and  unprecedented  concentration  of 
money  and  power,  California  is  leading  the  trend 
toward  giving  to  causes  in  which  the  funder  can 
directly  influence  the  outcome. 

"Old  money  seems  to  be  dedicated  to  the  nor- 
mal political  process  of  supporting  candidates  for 
office,"  says  Dane  Waters,  president  of  the  Initia- 
tive and  Referendum  Institute,  a  nonprofit  group 
in  Washington,  D.C.,  that  tracks  state  issues. 
"New  money  is  more  likely  to  use  the  cutting- 
edge  initiative  process  because  it's  a  quicker  fix." 

With  wealth  in  the  hands  of  individuals 
growing  dramatically.  "They're  trying  to  decide 
how  to  get  reforms  they  favor."  Waters  adds.  In 
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some  ways,  the  initiative  process  resembles  the 
risk-investing  model  to  which  VCs  and  entrepre- 
neurs are  accustomed.  There  are  cash-burning 
requirements  for  success:  gathering  signatures 
to  place  an  issue  on  the  ballot,  polling  potential 
voters,  and  advertising  to  sway  opinion.  But  it's 
the  differences — such  as  the  need  to  forge 
consensus  among  diverse  groups — that  cause 
trouble  for  Silicon  Valley's  political  neophytes. 
Since  1996,  out  of  10  initiatives  supported  by 
Valley  money,  just  two  have  passed. 

Political  insiders  and  observers  are  attentive 
to  the  impact  of  Silicon  Valley  wealth  — 
wielded  by  just  a  few  individuals — on  the  Cali- 
fornia and  national  electorates.  As  a  bellwether 
state,  California  has  ignited  such  grassroots 
causes  as  tax  rollbacks,  term  limits,  ending 
racial  preferences  and  bilingual  education,  and 
reforming  drug  policy.  "You  test  [a  cause]  there 
with  10%  of  the  country's  population,"  says 
Waters.  "Then  you  export  it." 

Silicon  Valley's  favorite  cause  is  education: 
Six  of  the  10  initiatives,  including  the  two  that 
passed,  have  been  aimed  at  improving  Califor- 
nia schools.  One  initiative  approved  in  Novem- 
ber (Proposition  39)  lowers  the  threshold  for 
passage  of  school  bonds  to  55%.  The  other, 
passed  in  June  1998,  replaces  bilingual  educa- 
tion with  English  immersion. 

While  there's  an  element  of  self-interest — 
given  technology's  chronic  shortage  of  skilled 
workers — in  supporting  education,  you  have  to 
give  Silicon  Valley  credit  for  taking  the  long- 
term  view.  Building  new  school  facilities  today 
won't  pay  off  in  qualified  workers  for  at  least 
a  decade.  Still,  as  Kleiner  Perkins  star  VC  John 
Doerr,  who  backed  Proposition  39,  told  prospec- 
tive supporters,  the  $30  million  invested  in  it 
could  yield  a  $30  billion  return  in  new  schools. 


The  two  Silicon  Valley-backed  propositions! 
on  the  California  ballot  last  year  represented 
distinctly  contrasting  approaches  in  negotiating 
the  political  process.  Proposition  38,  which 
aimed  at  creating  a  universal  voucher  program 
in  the  state,  was  backed  almost  single-hand- 
edly by  Tim  Draper  of  Draper  Fisher  Jurvetson. 
It  went  down  by  a  two-thirds  vote.  Political 
insiders  derided  Draper's  foray  as  naive  and 
misguided,  and  the  powerful  California  Teach- 
ers Association  (CTA)  poured  more  than  $26 
million  into  defeating  vouchers. 

Draper  characterizes  Proposition  38  as  an 
entrepreneurial  effort,  saying  monopoly  inter- 
ests such  as  the  CTA  and  the  politicians  "tried 
to  block  our  progress  at  every  step,  but  we 
achieved  about  a  33%  market  share,  and  the 
next  33%  is  in  our  sights."  He  speaks  confi- 
dently of  returning  to  the  ballot  again. 

By  contrast,  supporters  of  Proposition  39 
actively  courted  education  and  political  groups. 
Major  monetary  backers  included  a  who's  who 
of  Silicon  Valley,  among  them  Doerr  and  his 
wife,  Ann;  other  VC  partners  from  Kleiner 
Perkins  and  Benchmark;  Cisco  Systems'  John 
Chambers;  Intuits  Scott  Cook;  and  Netflix. 
corn's  Reed  Hastings.  Proposition  39  also  drew 
support  from  mainstream  political  leaders 
such  as  Governor  Gray  Davis,  education  groups, 
and  AARP. 

There's  an  old  saying  that  still  has  validity: 
"You  can't  win  an  election  without  money,  but 
you  can't  win  it  with  only  money  either,"  notes 
Kim  Alexander,  founder  and  president  of  the 
nonprofit  California  Voter  Foundation.  A  Tim 
Draper  can  get  a  proposition  on  the  ballot  with 
money,  which  pays  for  signature  gatherers  and 
advertising.  But  to  get  a  measure  passed,  "You 
have  to  build  coalitions,  gain  endorsements, 
and  build  up  support,"  says  Alexander.  "Some 
leaders  in  the  high  tech  community  don't 
always  get  that  part  of  it."  ■ 
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Pillow 
Tech 


BY   MICHAEL  BOLAND 

ILLUSTRATIONS  BY 
JEFFREY  DECOSTER 


e've  always  known  those  working  in  tech  to  be  a  bit 
different.  Now  it's  evident  that  even  their  dreams  have 
taken  on  new  forms:  crashed  servers,  homicidal  venture 
capitalists,  and  man-eating  cell  phones,  to  name  a  few. 

Some  even  dream  in  graphic  user  interfaces  complete 
with  windows  and  pull-down  menus.  Just  think:  When 
they  have  that  classic  dream  in  which  they're  naked 
ront  of  a  classroom,  they  can  reach  up  to  the  command  toolbar 
ting  above  their  head  and  hit  Format>Body>Pants.  Problem  solved, 
t  technology  great? 

fhough  different  and  sometimes  bizarre,  these  tech  dreams  repre- 
:  the  same  archetypal  emotions  that  we  have  had  for  centuries, 
)rding  to  our  resident  dream  expert,  Kelly  Bulkeley,  an  adjunct 
urer  at  Santa  Clara  University  and  author  of  Transforming 
ams:  Learning  Spiritual  Lessons  from  the  Dreams  You  Never  For- 
(John  Wiley  &  Sons,  2000).  Bulkeley  graciously  agreed  to  provide 
e  commentary  on  the  following  dreams. 


NIGHTMARES 

Rob  Kelly,  CEO  of  Mojam,  an  online  provider  of  live  music 
event  listings  and  ticket  sales: 

"Back  in  the  beginning  stages  of  the  Internet 
shakeout  in  April,  I  had  an  interaction  with  a  ven- 
ture capitalist  who  I  really  thought  was  going  to 
physically  harm  me.  He  was  out  of  control.  He 
had  a  lot  going  on.  His  net  worth  had  just  gone 
down  about  50%,  and  I  was  just  one  small  piece — 
but  he  took  it  out  on  me.  So  I  actually  had  this 
nightmare,  which  was  right  out  of  an  episode  of 
the  Mafia  show  The  Sopranos.  ...The  mob  mem- 
bers, including  the  VC,  who  adopted  the  part  of 
Tony  Soprano,  took  me  out  on  a  fishing  trip.  At 
one  point  everyone  in  the  boat,  led  by  the  VC,  con- 
fronted me,  shot  me,  and  I  ended  up  at  the  bottom 
of  the  East  River  with  cement  shoes." 
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PILLOW  TECH 


Daniel  Duerr,  cofounder  and  chief  marketing  officer  of  Grey 
Zone  Productions,  which  provides  Web  site  content  and 
user  personalization  tools: 

"When  I  was  a  kid,  I  had  these  consistent  pat- 
terns of  not  only  dreaming  but  talking  in  my  sleep. 
I  got  woken  up  many  times  by  my  mom  telling  me 
to  shut  up  because  I  was  yelling  out  'Syntax  error!' 
or  'Byte  zero  nonexistent!'  I'd  be  yelling  code  out 
like  I  was  speaking  in  tongues  or  something. 

"Nowadays  I  don't  get  to  do  any  programming 
because  I  am  busy  running  the  company,  so  my 
dreams  are  more  about  adult  responsibility.  One 
involves  my  inability  to  get  rid 
of  my  cell  phone.  Sometimes  it 
chases  me,  and  it  won't  stop 
ringing,  and  I  can't  get  away 
from  it.  In  real  life  I  have  actu- 
ally tossed  two  cell  phones.  I 
hate  cell  phones.  I  threw  one 
off  a  sailboat,  and  I  smashed 
one  on  the  floor." 

Mike  Mussog,  CEO  of  Handyman 
Online,  an  online  contractor  referral 
service: 

"In  my  dream,  I'm  alone  in 
our  offices.  The  team  of  IT 
technicians  we've  hired  to  im- 
plement our  new  multimillion- 
dollar  system  has  just  left. 
Suddenly,  there's  a  rush  of 
incoming  calls  and  email 
requests.  I  can  hear  our  cus- 
tomers over  the  PA  system  say- 
ing, 'Hello?  Hello?"  while  an 
automated  voice  puts  them  on 
hold.  Emails  are  pouring  in.  I 
keep  trying  to  pick  up  phone 
lines  and  access  computers, 
but  to  no  avail — the  system 
won't  let  me  in. 

"Next  thing  I  know,  our  investors  are  coming 
through  the  front  door  for  a  board  meeting.  It's  as 
if  they  can't  hear  or  see  any  of  the  chaos  happening 
in  the  office.  They  keep  asking  me  how  the  latest 
numbers  are  looking  and  about  forecasts  for  future 
growth.  I  try  to  tell  them  to  call  our  IT  team  and 
that  we  are  in  the  middle  of  an  emergency,  but  no 
sound  comes  from  my  mouth.  We  carry  on  an 
entire  meeting  with  pandemonium  happening  all 
around  us.  Finally,  I'm  able  to  lean  over  and  ask 
one  of  our  major  investors  if  he's  ever  seen  tech- 
nology problems  like  this  before.  He  just  smiles, 
tells  me  not  to  worry,  that  it  will  all  work  itself 
out.  Suddenly,  the  office  goes  silent  except  for  the 
hum  of  computers  shutting  down.  The  investor 
turns  to  me  and  says,  'Didn't  I  tell  you  it  would 
all  work  out?'  As  they  pack  up  to  leave,  I  keep 
demanding,  'But  where  did  our  customers  go? 


Where  are  our  customers?'  But  they  don't  answer,  and  I  wake  up  feeling 
as  if  I  never  slept  in  the  first  place." 

Michael  Becce,  president  of  MRB  Public  Relations  in  Red  Bank,  New  Jersey: 

"A  client  of  mine  took  me  to  see  a  fiber-optics  draw  tower  and  watch  it  inl 
action.  A  draw  tower  is  a  tremendous  piece  of  equipment  that  is  used  to  make! 
fiber-optic  cables.  Melted  glass  is  delicately  poured  (or  drawn)  so  that  it  forms 
a  tiny  strand  of  glass  as  it  hardens  on  the  way  down.  Ever  since  witnessing  the) 
machine  at  work,  I've  been  having  dreams  that  are  not  alike  in  any  way,  except* 
for  the  same  odd  occurrence.  During  my  dreams  I  end  up  eating  something,, 
and  whatever  I  eat  seems  to  have  fiber-optic  strands  inside.  I  tend  to  wake  up 
as  I  chew  broken  fragments  of  glass  between  my  teeth." 

KELLY  BULKELEY  S  ANALYSIS:! 
"Thousands  of  years  ago  on| 
the  African  savanna,  peopleil 
dreamed  of  the  possibility  that 
a  lion  could  eat  them  at  any 
moment.  Today  in  Silicon) 
Valley,  people  dream  of  thei 
threat  of  a  bigger  company  de- 
stroying their  business  at  any  i 
moment:  different  settings,) 
but  the  same  gut-level  fears., 
These  dreams  also  show  us 
how  technology  may  appeal  to  \ 
our  rational  minds  but  mayj 
terrify  us  on  a  visceral  level. 
Michael  Becce's  dream  is  a 
good  example  of  this.  Dreams 
of  having  noxious  substances 
in  the  mouth  are  a  classic  way 
of  expressing  a  fear  that  some- 
thing is  unhealthy,  poisonous, 
or  threatening." 

SWEET  DREAMS 

Mika  Salmi,  founder  and  CEO  of 
AtomFilms,  an  online  entertainment 
company: 

"Quite  a  few  years  back  I 
had  a  dream  where  I  could  see  a  much  broader  part  of  the  light  spectrum. 
Basically,  I  could  see  everything  from  infrared  to  radio  waves  to  microwaves. 
Depending  on  the  frequency,  they  had  different  colors  and  characteristics. 
Obviously,  the  air  was  very  full  and  incredibly  active.  It  wasn't  a  frightening 
dream — I  found  it  fascinating  and  just  observed  all  the  interactions." 

Timothy  Ferris,  science  writer 

"Recently,  I  had  this  dream  that  I  was  on  a  space  shuttle.  We  were  climb- 
ing up  through  these  clouds,  and  it  was  sunrise.  It  was  just  astonishingly 
beautiful.  There  were  these  beautiful  la%  ender  and  green  cloud  banks  going 
on  for  hundreds  of  miles.  And  then  I  became  aware  that  something  was 
wrong,  that  an  awful  lot  of  time  was  going  by  without  our  passing  through 
these  clouds  and  reaching  the  dark  skies  of  space.  And,  indeed,  it  was  con- 
firmed that  although  the  engines  were  still  firing,  they  were  not  providing 
enough  thrust.  We  weren't  going  to  make  it,  and  we  had  in  fact  passed  the 
point  of  any  safe  landing.  We  were  going  to  die.  The  strange  thing  was,  I  felt 
that  it  was  worth  it  anyway — that  what  we  were  seeing  was  so  beautiful 
that  somehow  I  didn't  mind  that  we  were  going  to  die. 
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In  1986  I  was  in  the  Journalist  in  Space  program,  which  aimed  to  put  a 
nalist  on  the  next  shuttle  mission.  I  made  the  first  cut  and  was  selected 
semifinalist.  However,  before  they  made  the  next  cut,  the  project 
sed  President  Reagan's  desk.  Reagan,  who  never  had  much  fondness 
journalists,  decided  he  wanted  a  teacher  to  accompany  the  mission 
:ad.  The  next  space  shuttle  launch  included  a  teacher.  It  was  the  Chal- 
et space  shuttle,  which  exploded  seconds  after  launch." 

rapscott,  chairman  of  Digital  4Sight,  a  New  Economy  think  tank  and  strategy  con- 
ig  company,  and  author  of  seven  business  books: 

After  a  long  and  lively  dinner  party  around  1995,  I  had  a  dream 
it  creating  the  ultimate  killer  application:  life  after  death.  In  the  dream 
as  called  'perpetual  pres- 
:' — an  electronic  com- 
pearing gravestone.  You 
up  with  PP  Inc.  at  birth, 

then  digital  videos  of 

are  shot  throughout 
•  life,  creating  a  real-time 
nation  database.  After 
■  death,  interested  people 
still  communicate  with 
from  the  screen  or  holo- 
i  at  your  grave  or  on  the 
from  any  other  device, 
can  be  plugged  into  var- 

news  wires  and  other 
ces  so  that  your  presence 
:pt  fresh.  Virtually,  you 
d  live  forever.  I  woke 
thinking  that  I  should 
;h  what  I  eat  and  drink 
inner  parties." 

LY  BULKELEY'S 
lLYSIS:  "These  dreams 
ress  a  spiritual  awe  and 
der  of  technology's  poten- 

Tim  Ferris'  dream  is  a  remarkable  comment  on  the  yearning  we  have  to 
:rience  the  transcendent,  a  yearning  that  technology  can  help  fulfill,  even 
:osts  us  our  lives.  The  willingness  to  sacrifice  one's  life  for  a  momentary 
m  of  transcendent  beauty  is  another  theme  found  in  the  world's  mysti- 
raditions." 

EEPING  ON  THE  JOB 

;  Wozniak,  cofounder  of  Apple  Computer: 

Dreaming  was  my  modus  operandi  from  about  the  middle  of  high 
iol  on.  I'd  sometimes  wake  up  with  solutions  to  math  and  electronic 
m  problems  in  my  head.  I  must  have  been  dreaming  about  them,  or 
:ast  solving  them  in  my  sleep.  One  or  two  times,  I'd  wake  up  and 
dn't  remember  my  'dream'  solution.  That  was  disconcerting,  so 
l  then  on  I'd  write  a  couple  of  quick  notes  when  I  woke  up  with  an 
.  I'd  go  back  to  sleep  and  then  work  on  the  solutions  in  the  morn- 
I  didn't  do  this  once  in  a  while;  I  did  it  all  the  time." 

larcharek,  creative  director  of  Grafica,  an  ad  agency  in  Chester,  New  Jersey: 
My  dreams  resemble  a  Mac  interface,  where  you  can  go  from  one 
e  to  the  next  via  pop-up  windows  on  the  computer  screen.  In  the 
ms,  I  can  reach  up  to  touch  the  window  shade  bar  above  my  head, 


and  a  window  will  either  pop  down  if  I'm  hopping 
into  a  new  place,  or  it  will  disappear  if  I'm  jump- 
ing out  of  one.  For  example,  when  bad  guys  are 
chasing  me,  I  can  just  touch  above  my  head,  and 
suddenly  there  is  a  new  place  to  enter.  Other  times 
I  will  dream  in  those  scrolling  ticker  messages 
that  appear  on  some  Web  sites.  These  scrolling 
messages  usually  are  gibberish,  but  sometimes 
I'll  come  up  with  products — the  dumbest  products 
in  the  world.  For  example,  I  had  a  dream  for  a 
dog  food  product.  We  don't  even  have  a  dog 
food  client.  The  headline  kept  going  across  this 
electronic  scrolling  message: 
'Dog  food  with  flower  seeds. ... 
Dog  food  with  flower  seeds.' 
And  the  only  thing  I  can  fig- 
ure is  it's  some  kind  of  thing 
where  the  dog  eats  the  food, 
and  then  when  he  passes  it, 
he  plants  little  flowers." 

Pradeep  Khurana,  founder  and 
chairman  of  Surebridge,  an  appli- 
cation service  provider: 

"We're  an  ASP  whose 
customers  pay  a  flat  fee  for 
us  to  host  and  manage  their 
applications.  About  a  year 
ago,  I  was  really  struggling 
with  the  question  of  what's 
the  best  way  to  improve  our 
service  and  measure  our  per- 
formance. I  was  kind  of  pon- 
dering this  in  the  back  of  my 
mind  for  about  a  week,  and 
it  was  a  tricky  problem. 

"One  night  I  went  to 
sleep,  and  I  remember 
dreaming  about  it.  When  I  woke  up  the  next 
morning,  I  had  a  fuzzy  memory  of  getting  up 
in  the  middle  of  the  night  to  get  a  glass  of 
water.  When  I  came  to  work  the  next  day  and 
opened  my  notebook,  the  answer  to  the  problem 
was  written  inside.  At  home,  my  notebook 
had  been  sitting  on  the  kitchen  counter  with 
my  briefcase.  The  night  before,  I  must  have  scrib- 
bled the  answer  while  sleepwalking.  The  answer 
was  perfect.  In  fact,  it  was  put  in  place  immedi- 
ately, and  our  efficiency  has  since  gone  up  about 
200%.  Customer  satisfaction  has  also  gone  up 
about  15%." 

KELLY  BULKELEY'S  ANALYSIS:  "These 
dreams  are  the  visual  representation  of  the 
mind  continuing  to  work  after  we  fall  asleep. 
The  basic  explanation  is  that  dreaming  allows 
for  a  more  flexible  and  wide-ranging  mode  of 
thinking  than  is  ordinarily  possible  in  waking 
consciousness."  ■ 
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BY  MICHAEL  S.  MALONE 

."                     -                       s                                ■  '■}'. 

rHAT  question,  which  from  the  Federal  Trade  Commis-  at  least  a  vital  cushion,  and  at 

might  have  yielded  a  sion  and  the  Federal  Communi-  most  the  critical  factor,  in  AOL's 

casual  answer  a  decade  cations  Commission  of  its  merger  ultimate  success.  Now,  some  of 

,  is  now  a  paradox  of  modern  with  Time  Warner,  in  the  process  those  volunteers  are  demand- 

iness,  posing  an  incendiary  creating  the  largest  and  most  power-  ing  recompense;  they  could  soon 

3lem  for  high  tech.  In  the  digi-  ful  media  giant  in  history.  have  their  day  in  court, 

world,  full-time  employees,       Unreported  in  the  news  of  this  What  comes  out  of  those  court- 

-timers,.  contractors,  even  vol-  merger  and  uninvestigated  by  the  rooms  may  not  only  alter  the 

:ers,  may  sit  at  adjoining  desks  FTC  and  FCC  was  AOL's  own  value  of  America  Online  but  the 

>e  separated  by  thousands  of  extraordinary  labor  history.  As  future  of  the  entire  high  tech 

s  while  doing  the  same  work  the  following  stories — the  product  industry.  AOL  is  only  the  biggest 

:he  same  company.  Yet,  all  are  of  a  three-month  investigation  example  of  a  company  operating 

equally  compensated.  by  Forbes  ASAP— demonstrate,  on  the  edges  of  employment 

his  is  the  year  when  labor  perhaps  no  company  in  the  world  .  law;  there  are  hundreds  of 

ts,  a  challenge  largely  avoided  has  benefited  more  from  the  gray  others.  Right  now,  all  are  oper- 

he  electronics  industry  for  half  areas  of  modern  labor.  Volunteer  ating  under  labor  rules  that  pre- 

ntury,  moves  to  the  forefront,  labor  is  the  great  hidden  chapter  date  the  New  Economy  by  at  least 

ast  year  closed,  union  organ-  in  the  AOL  story,  the  key  to  half  a  century.  Some  standards, 

s  were  canvassing  Amazon,  explaining  how  one  company  such  as  the  landmark  Singer  Sew- 

i's  plant  in  Seattle;  Microsoft  managed  to  survive  multiple  ing  Machine  case,  were  estab- 

ed  with  8,000  to  12,000  tern-  and  seemingly  fatal  business  lished  more  than  a  century  ago. 

iry  workers,  agreeing  to  pay  shocks,  not  only  enduring  but  Are  laws  built  on  the  dusty 

e  than  $97  million  in  awards;  also  triumphing  as  the  leading  claims  of  meat  deboners  and 

thousands  of  newly  laid-off  firm  of  the  Internet.  cucumber  pickers  invalid  in  a 

-commers  were  grumbling,       America  Online's  victory  has  world  of  chat  room  hosts  and 

y  or  not,  about  being  exploited  made  many  people,  not  the  least  virtual  workers?  Or  are  the  funda- 

heir  former  employers.  of  whom  is  founder  Steve  Case,  mental  rights  of  workers  endur- 

et  even  as  these  stories  dark-  deservedly  rich.  But,  whatever  psy-  ing  and  inviolate  through  any 

1  an  already  gloomy  economic  chological  rewards  they  received,  technological  revolution?  We  will 

iscape,  one  tech  company  the  one  group  that  has  not  par-  likely  find  out  the  answer  this 

enjoying  a  high-watermark,  ticipated  in  this  largesse  is  the  year.  And  the  world's  newest  media 

irica  Online  earned  approval  vast  army  of  volunteers  who  were  titan  is  going  to  be  the  test  case. 

Forbes  ASAP   February  19,  2001    I  61 

m 


BY    ROBERT    GROVE    WITH    MICHAEL    S.    MALONE    AND    PATRICK  DILLO 


B 


y  his  own  description,  Leon  Greenberg  is  "a 
nobody  sitting  in  a  broken-down  office  in  a  broken- 
down  office  building  in  lower  Manhattan."  He, 
along  with  other  tenants,  is  awaiting  eviction. 
The  landlord  is  going  to  give  the  building  a 
makeover.  At  first  appearance,  Greenberg  himself  could  use  a 
makeover.  His  uniform  of  the  day  is  four  tones  of  brown: 
worn  velveteen  sport  coat,  an  even  more 
worn  pair  of  corduroy  slacks,  a  sweater 
vest,  and  a  tired  pair  of  shoes.  The  door 
buzzer  hangs  loosely,  taped  to  the  wall. 
He  answers  his  own  phone  and  signs  for 
his  own  FedEx  deliveries,  and  his  tiny 
reception  area  and  office  are  jammed 
with  cardboard  boxes. 

But  the  boxes  contain  what  could  be 
the  most  explosive  legal  case  in  high 
tech  history.  Greenberg  is  suing  the 
largest  and  richest  Internet  company — 
America  Online — a  company  the  labor 
lawyer  describes,  once  his  blood  is  up, 
as  a  "cyber  sweatshop." 

In  his  class  action  lawsuit  with  thou- 
sands of  former  and  present  volunteers 
as  potential  plaintiffs,  Greenberg  makes 
a  simple  argument:  Existing  labor  laws, 
some  more  than  70  years  old,  also  apply 
to  New  Economy  companies.  Those  laws, 
he  contends,  make  it  illegal  for  volun- 
teers to  work  for  for-profit  companies. 
"AOL  was  taking  the  labor  of  a  volun- 
teer and  selling  it  as  a  product,"  he  says. 
"That's  enough  of  an  analysis  to  say  that  the  volunteers  are 
covered  by  the  minimum  wage  [law]." 

Furthermore,  a  three-month  investigation  by  Forbes  ASAP 
has  found  that  AOL  recognized  it  had  a  potential  legal  labor 
problem  beginning  several  years  ago  and  did  little  to  rectify  it. 

For  the  past  10  years,  AOL  has  used  volunteers,  as  many 
as  16,000  annually,  some  as  young  as  12  years  old.  These 
volunteers  have  provided  the  very  foundation  of  one  of 
AOL's  chief  revenue  producers — its  online  communities  that 
attract  eyeballs  and  keep  people  connected — a  component 
that  one  former  executive  estimates  to  be  worth  as  much 
as  30%  of  the  company's  annual  revenue,  which  was  $6.9 


billion  last  year  alone.  Volunteers  host  chat  rooms,  discan 
offensive-or  inappropriate  bulletin  board  postings,  ched 
postings  for  viruses,  and  otherwise  act  as  AOL  police  tj 
ensure  that  people  adhere  to  the  company's  terms  of  serviq 
In  return,  they  are  given  free  usage,  which  prior  to  1991 
amounted  to  the  equivalent  of  hundreds,  even  thousands  r 
dollars  for  some,  but  which  amounts  to  $19.95  a  month  undd 

current  subscription  rates. 

Greenberg  says  that  unda 
federal  labor  guidelines,  AOl 
volunteers  should  be  paid  a 
least  minimum  wage  ani 
should  be  paid  in  cash.  If  he  i 
right,  the  economic  implici 
tions  are  staggering.  Using  thl 
most  conservative  figures,  i 
America  Online  had  beei 
forced  to  pay  these  volunteer! 
in  cash,  it  would  not  havi 
shown  a  profit  until  fiscaj 
year  1999 — seven  years  lata 
than  it  actually  did.  In  all 
since  1992,  it  would  havj 
had  to  spend  nearly  Si  bil 
lion  in  wages,  or  S166  milliol 
(see  table,  page  65)  in  thl 
recently  concluded  fiscal  yea|| 
an  analysis  of  AOL's  owl 
financial  records  shows. 

While  AOL  could  absorlt 
the  hundreds  of  millions  ii 
expenses  today,  there  still  art 
a  number  of  important  questions.  Had  AOL  paid  volunteers 
from  the  beginning,  would  it  have  survived  the  critica* 
moments  in  its  history?  If  revenues  did  not  grow  as  quickly,  i] 
profitability  had  not  arrived  as  soon,  would  AOL  have  gona 
public  when  it  did?  Would  it  have  enjoyed  favorable  marked 
valuations?  Could  AOL  have  built  the  world's  predominant 
online  service?  And  would  it  have  joined  Time  Warner  in  i 
$111  billion  merger — the  biggest  in  media  history? 

AOL  dismisses  such  questions,  arguing  that  volunteerisra 
has  been  a  cornerstone  of  Internet  businesses  for  years  and  thai 
the  company  is  only  following  industry  practices.  The  company 
even  refuses  to  come  up  with  cost  figures  for  its  volunteers, 


LEON  GREENBERG:  "Are  we  building  a  New  Economy  that  creates  jobs  or 
benefits  shareholders  like  Steve  Case?" 


FIFTEEN  YEARS  ...BRIEFLY 


AOL's  phenomenal  rise  to  the  top  of  the  media  heap  can  be  traced  by  key  moments  and  seminal  events.  Below,  a  lightly  sketched  retracing  of  those  steps 
to  preeminence -with  special  attention  paid  to  the  growth  of  the  so-called  shadow  army 

1993 

of  volunteers  who  worked  with,  and  sometimes  for.  the 


company  from  the  beginning. 

1992 

AOL  has  530.000 
members  and  an 

1995 

AOL  exceeds  4.5 

1935 

AOL  goes  public  on 

estimated  1.000 

million  members:  vol- 

Quantum Computer 

Nasdaq  at  S11.50 

volunteers. 

1994 

unteer  staff  estimated 

Services  launches 

1991 

per  share  under  the 

AOL  stock  splits  two 

at  more  than  10.000. 

Q-Link.  the  early 

Quantum 

symbol  AMER. 

Ex-volunteer  Errol 

for  one.  the  first  of 

online  service  that 

changes  name  to 

Trobee  sues  AOL 

seven  splits  in  the 

The  Remote  Staff 

would  grew  into  AOL 

America  Online. 

AOL  shows  its  first  profit 

for  back  wages. 

company's  history. 

Task  Force  is  created. 
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HARVARD  LAW  SCHOOL'S  CHRISTINE  JOLLS:  "An  employer  cannot  make  someone 
a  'nonemployee'  just  to  avoid  minimum  wage  laws." 


ng  that  they  are  free  to 
2  at  any  time  and  there- 
are  not  entitled  to  bene- 
>r  wages.  "We've  tried  to 
iage  the  volunteer  pro- 
i  in  a  way  that's  fair,  that 
:es  sense,"  says  Ann 
:kbill,  AOL's  senior  VP 
:orporate  communica- 
s.  "I  think  the  medium 
ifferent  from  anything 
.  It's  consistent  with 
stry  practices." 
hat  doesn't  square  with 
)pinion  of  Christine  jolls, 
)or  expert  who  teaches  at 
yard  Law  School.  "I  don't 
:ve  that  you  can  say  this  is 
w  business  and  this  is  old 

so  therefore  the  old  law  doesn't  apply,"  she  says.  "I  don't 
iny  likelihood  of  Congress  changing  laws  to  either  make 
ptions  for  high  tech  or  to  more  broadly  cut  back  on  these 
.  What's  being  done  is  not  consistent  with  current  law,  and 
a  number  of  companies  getting  into  trouble." 
■licrosoft,  the  world's  biggest  software  company,  had  prob- 
;  when  it  mislabeled  workers  as  temporary  employees, 
ancers,  independent  contractors,  and  employees  of  staff- 
irms  to  avoid  giving  them  benefits  such  as  pension  plans 
health  insurance. 

l  class  action  lawsuit  filed  in  1992  challenged  Microsoft, 
the  plaintiffs  arguing  that  they  were  actually  doing  the 
k  of  permanent  employees  and  were  entitled  to  participate 
le  company's  stock  purchase  plan.  Eight  years  later,  the 
pany  agreed  to  pay  $97  million  to  settle  the  case,  with 
/een  8,000  and  12,000  former  temporary  workers  in  line  to 
ive  awards. 

ireenberg  argues  that  AOL,  like  Microsoft,  has  been 
ling  for  trouble  for  years.  Simply  put,  he  says  AOL's  use 
olunteers  for  profit  falls  within  the  standards  of  what 
titutes  a  worker  deserving  at  least  minimum  wage.  The 
ence  in  the  boxes  on  his  floor,  he  says,  shows  that  AOL 
nteers  have  to  follow  rules  and  regulations,  which,  he 
ends,  are  "conditions  of  their  continued  participation, 
jding  filling  out  certain  paperwork  after  each  shift, 


mandatory  training  classes, 
and  a  certain  minimum  hours 
a  week."  His  clients  were 
even  required  to  fill  out 
weekly  time  cards,  he  says,  and 
in  some  cases  were  required 
to  get  a  doctor's  note  to  be 
excused  for  missing  a  shift. 

Kelly  Hallissey,  one  of 
Greenberg's  plaintiffs  who 
was  a  former  volunteer  guide 
and  became  a  community 
leader  in  a  chat  room,  says 
AOL  managers  instructed 
community  leaders  to  encour- 
age subscribers  to  explore 
other  areas  to  keep  them  con- 
nected and  to  bulk  up  billable 
time  under  the  company's 
hourly  rate  structure.  "We  had  a  minimum  of  how  many 
areas  we  had  to  promote  in  each  shift,"  she  says.  "To  promote 
flowers,  we'd  insert  into  our  chat  rooms  the  message  'Send 
flowers  to  your  honey — visit  keyword  flowers.''  If  we  didn't 
promote  four  or  five  per  shift,  it  was  counted  against  us  in  our 
peer  review."  This  example,  Greenberg  says,  constitutes  de 
facto  employment. 

Meanwhile,  the  state  of  Tennessee  is  arguing  in  court  that 
AOL  volunteers  working  within  its  borders  are  actually 
employees.  If  a  district  judge  agrees,  the  company  could  be 
liable  for  $9  million  in  state  business  and  employment  taxes. 
More  than  the  dollar  amount,  an  unfavorable  ruling  against 
AOL  could  obviously  jeopardize  the  Virginia-based  com- 
pany's use  of  volunteers,  most  of  whom  are  working  from 
home  in  other  states  as  well.  In  addition,  the  U.S.  Department 
of  Labor  is  investigating  whether  AOL's  volunteer  program 
violates  the  Fair  Labor  Standards  Act. 

Despite  the  recent  litigation  and  investigations,  the  volun- 
teer problem  isn't  new  for  AOL.  The  company  recognized  its 
precarious  legal  position  on  volunteers  as  long  ago  as  seven 
years,  when  it  faced  a  labor  lawsuit  by  a  former  volunteer  who 
claimed  employee  status.  A  year  later,  while  fighting  the  suit, 
which  it  settled  in  1996,  the  company  even  detailed  its  own 
jeopardy  in  internal  documents.  But  while  the  company 
argues  that  it  has  taken  actions  to  alleviate  the  problem,  these 
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month. 
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actions  may  only  have  been  evasive.  And  they  may 
have  only  made  matters  worse. 

FIRING  THE  FIRST  SHOT 

If  Leon  Greenberg  has  any  chance  of  winning  his 
case,  he  may  have  Errol  Trobee  to  thank.  A  soft- 
spoken  Southerner,  Trobee  was  an  early  online 
enthusiast.  Attracted  by  the  entertainment  offer- 
ings and  interaction  with  others,  he  spent  many 
hours  in  AOL's  game  center,  called  Games  Resort. 
But  at  $6  per  hour,  his  hobby  was  becoming 
expensive.  Eventually,  because  Trobee  developed  a 
thorough  knowledge  of  the  games  area,  he  was 
asked  to  volunteer.  He  agreed. 

As  a  host,  Trobee  received  two  hours  of  online 
time  for  every  hour  he  spent  hosting.  His  "bank" 
of  credited  hours  filled  up 
quickly.  One  of  his  jobs  was 
supervising  a  room  where  par- 
ticipants played  parlor  games 
and  making  sure  that  AOL's 
terms  of  service  were  re- 
spected. He  later  became  a 
Games  Resort  manager  and  in 
return  received  complimen- 
tary hours  from  AOL.  But 
Trobee's  relationship  with  AOL  came  to  an  abrupt  end  when, 
he  says,  "They  terminated  me  for  insubordination  because  I 
had  posted  criticisms  of  AOL  on  public  boards." 

In  1993,  he  filed  suit  against  AOL  for  failure  to  pay  back 
wages,  asking  for  a  little  less  than  $600.  Trobee  says  he  would 
have  settled  for  that  amount,  but  the  acrimony  between  the  lit- 
igants became  so  extreme  that  he  expanded  his  suit  to  include 
charges  of  failure  to  pay  overtime,  vindictive  termination,  and 
breach  of  contract.  Trobee  felt  he  had  been  doing  the  work  of 
an  AOL  employee,  and  he  set  out  to  prove  it. 

"They  didn't  want  to  admit  to  anything,"  he  says.  "They 
wouldn't  even  admit  to  it  in  negotiations,  verbally.  I  kept  saying, 
'Look,  if  this  goes  to  court,  you  know  what  your  liability  is,'  and 
they  would  kind  of  nod  their  heads  and  change  the  subject." 

In  a  hearing  held  in  the  Dauphin  County  (Pennsylvania) 
Court  of  Common  Pleas  dur- 
ing April  1995,  Trobee,  acting 
as  his  own  counsel,  asked  for 
a  crucial  piece  of  evidence, 
a  copy  of  AOL's  employee 
manual.  This  would  show,  he 
believed,  that  he  fell  within 
the  guidelines  of  what  an  AOL 
employee  was.  But  company 
lawyers  testified  they  had 
no  employee  manual.  "We're 
professionals.  We  have  no 
written  guidelines. ...  It  just 
comes  naturally,"  quipped  one 
AOL  attorney  to  the  judge. 

"I  tracked  down  ,  .  oy  of 
the  employee  manual  d  -  ough 
alt.aol-sucks,"  Trobee  laughs, 


KELLY  HALLISSEY— PLAINTIFF 

A  single  mother  living  in  North  Carolina,  Kelly  Hallissey  is  a  for- 
mer AOL  volunteer  guide.  A  longtime  critic  of  the  changes  in 
the  volunteer  program,  Hallissey  is  the  consummate  AOL  gad- 
fly. "I  won't  settle,"  she  says.  "If  Leon  [Greenberg]  wants  to 
settle,  I'll  get  another  lawyer.  I'm  going  to  take  this  company 
down."  Some  see  an  avenging  angel  in  this  owner/operator  of 
anti-AOL  site  www.observers.net;  others  question  her  motives. 


referring  to  a  Usenet  news 
group.  "An  ex-employee  i 
Florida  still  had  his." 

The  next  hearing  tool 
place  on  Valentine's  Day  o 
1996.  At  that  hearing,  AOl 
claimed  the  document  wa 
not  an  employee  manual  bu 
rather  a  Market  Suppor 
Technical  Representativ 
Information  Manual,  ai 
instructional  guide  for  servio 
representatives.  But  the  docu 
ment  included  sections  oi 
AOL's  mission  statement 
employee  conduct,  tim^ 
sheets,  paychecks,  jury  duty 
sick  leave,  vacation,  and  holi 
day  policies.  This  promptec 
an  irritated  Judge  JosepW 
Kleinfelter,  who  was  trying 
the  case,  to  remark:  "If  that's 
not  a  personnel  manual,  1 
don't  know  what  is." 

The  judge  considered  samM 


ERROL  TR06EE:  Volunteering  is  fun,  "but  after  the  fact  you  think,  boy, 
they  screwed  me.  Look  at  all  the  money  I  made  them." 


tions,  civil  and  criminal,  againsl 
both  the  company  and  the  testifying  attorney.  Eventually,  ha 
fined  AOL  a  contempt  sum  of  $1,000  for  failure  to  produce 
documents  during  discovery  and  ordered  AOL  to  reimburse 
Trobee  for  his  time  and  efforts.  In  the  end,  AOL  settled  with 
Trobee  out  of  court.  The  settlement  is  rumored  to  be  in  the 
six-figure  range. 

In  1995,  at  the  same  time  it  was  battling  Errol  Trobee 
in  court,  AOL's  legal  department  was  trying  to  figure  oull 
how  to  restructure  the  company's  relationship  with  its  volun* 
teers,  whom  it  called  "remote  staff,"  in  a  way  that  gained 
a  maximum  economic  payoff  while  trying  to  avoid  running) 
afoul  of  labor  laws.  At  the  time,  the  company  still  had  not 
idea  how  many  total  volunteers  it  had,  how  many  were} 
underage,  and  who  was  overseeing  them.  It  set  up  a  Remote 
Staff  Task  Force  to  answer  those  questions. 

Throughout  the  company,  says  Terii 
Myers,  a  former  community  leader  oper- 
ations manager,  "There  was  this  sudden 
lightbulb  moment  where  they  said,  'Oh„ 
my  God,  we  have  thousands  of  people 
out  there  acting  as  our  representatives, 
and  we  don't  even  know  who  they  are.'" 
Ann  Reed  was  hired  in  1996  to  get  a 
handle  on  the  situation.  "There  was  noi 
consistency  to  it,"  she  says.  "A  lot  of  peo- 
ple were  working  a  lot  of  hours,  andl 
AOL  realized  they  were  not  paying  them 
anywhere  near  minimum  wage." 

From  a  September  1995  memo 
marked  "Privileged  and  Confidential,'" 
John  D.  Gardiner,  of  AOL's  legal  staff, 
outlined  to  the  Remote  Staff  Task  Force 
AOL's  vulnerable  situation.  "The  key 
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issue  AOL  is  confronted  with  in  connection  with  the 
illed  remote  staff  is  whether  the  remote  staff  are  inde- 
ent  contractors  or  employees." 

he  memo  continued:  "Notwithstanding  AOL's  classifica- 
and  structure,  there  are  elements  of  an  employer/employee 
ionship  between  AOL  and  the  remote  staff  to  warrant 
nal  review  of  the  relationship  and  appropriate  action  by 
,  based  on  the  conclusions  of  such  a  review." 
he  memo  also  outlined  a  legal  test  for  deciding  if  a  worker 

employee  or  a  volunteer.  Gardiner  reiterated  what  the 
ts  and  the  Internal  Revenue  Service  refer  to  as  the  "right 
mtrol"  test,  or  rather  standards  stemming  from  cases 
ching  back  100  years  that  established  that  when  an 
oyer  determines  not  only  what  should  be  done  but  how 
ould  be  done,  an  employer/employee  relationship  exists. 

standard  takes  into  account  whether  workers  have  to 
ily  oral  or  written  reports;  if  they  are  given  training; 
her  they  are  paid  by  the  hour,  week,  or  month;  and  if 
have  a  set  number  of  hours  they  must  work. 


Labor  attorney  Greenberg  says  his  clients  were  required 
to  do  many  of  these  employee  functions,  even  after  AOL 
addressed  its  own  liability  in  1995. 

In  the  1995  memo,  AOL's  Gardiner  outlined  three  options 
for  the  company.  First,  it  could  restructure  AOL's  rela- 
tionship with  its  remote  staff  to  become  more  consistent  with 
the  IRS's  view  of  what  an  independent  contractor  relation- 
ship would  be.  In  other  words,  it  could  give  the  volunteers 
much  more  freedom.  He  also  noted,  "The  restructuring  would 
cause  AOL  to  lose  elements  of  control  that  may  be  necessary 
to  coordinate  monitoring  of  the  AOL  service." 

Second,  AOL  could  outsource  the  remote  staff  to  a  third 
party.  But  Gardiner  cautioned:  "The  outsourcing  must  be 
to  a  third  party  because  outsourcing  it  to  a  'shell'  subsidiary 
would  probably  not  change  AOL's  potential  liability."  He  also 
suggested  that  AOL  consider  joining  other  online  services  fac- 
ing similar  issues  to  establish  a  joint  venture  to  service  the 
entire  industry. 

The  third  option  was  to  hire  the  remote  staff  as  part-time 


Volunteer  workers  saved  AOL  almost  $1  billion  in  expenses 


much  has  AOL  saved  by  using  volun- 
labor  during  the  past  nine  years? 
s  not  an  easy  question,  and  with  AOL 
ved  in  litigation,  the  company  is  not 
r  to  furnish  the  answer.  But  even  with 
nost  conservative  numbers  available, 
sstimate  that  by  using  volunteers  AOL 
iped  nearly  $973  million  in  expenses 
5  going  public  in  1992.  That  poses  the 
ition:  Would  AOL  have  thrived — or 
survived — on  Wall  Street  without  free 
from  volunteers  during  its  first  seven 
s  as  a  public  company?  Not  likely, 
he  many  jobs  that  volunteers  have 
>rmed  for  AOL  would  be  compensated 
wide  range  of  hourly  rates  in  the  labor 
;et  (see  story  on  page  70).  To  be  safe. 


we  used  a  conservative  figure  of  $15  per 
hour — about  equal  to  that  of  a  security 
guard— as  the  median  salary  for  today's 
AOL  volunteers.  We  adjusted  the  hourly, 
rate  backward  using  an  annual  rate  of 
inflation  of  4%  (historical  note:  Inflation 
hasn't  been  as  high  as  4%  since  mid-1991). 
For  the  purpose  of  the  model,  each  volun- 
teer is  assumed  to  have  worked  10  hours 
per  week,  50  weeks  a  year. 

Accounting  for  office  space,  capital 
expenditures  (computers,  fax  machines, 
printers,  phones,  furniture,  fixtures,  etc.), 
and  related  ancillary  expenses  (such  as 
property  taxes  and  utilities),  an  annual  cost 
of  $17,500  per  full-time  employee  is  a  low 
estimate.  Based  on  these  expenses,  we 


assigned  $4,375  (one-fourth  of  $17,500)  to 
each  part-timer,  since  each  worked  only  10 
hours  a  week.  Again,  this  expense  has  been 
adjusted  in  reverse  at  a  4%  annual  rate  of 
inflation.  And  we  did  not  factor  in  benefits, 
which  would  normally  cost  an  additional 
one-third  of  a  full-time  employee's  salary. 

Although  AOL  will  not  disclose  the 
number  of  volunteers  it  has  used,  sources 
formerly  inside  the  company  agree  that 
AOL's  volunteer  force  peaked  at  roughly 
16,000  in  1996,  declining  to  about  14,000  in 
1998,  and  remaining  at  that  level  through 
last  year.  When  estimated  ranges  of  volun- 
teers were  available  (1992-95),  we  assumed 
the  low  end  of  each  range. 

DAVID  RAYMOND 


FY  1992 


FY  1994 


FY  1996 


FY  1998 


FY  2000 


TOTAL 
(FY  1992  to  2000) 


Jumber  of  volunteers  600  5,000  16,000  14,000  14,000 


werage  salary/hour 

$  10.96 

11.85 

12.82 

13.87 

15.00 

acilities  and  overhead/employee 

$  3,197 

3,458 

3,740 

4,045 

4,375 

Jumber  of  hours  worked/week 

10 

10 

10 

10 

10 

0TAL  SAVINGS 

$  5,206,200 

46,915,000 

162,400,000 

153,720,000 

166,250,000 

972,811,700 

eported  net  income  (loss)* 

$  3,538,000 

6,210,000 

29,816,000 

92,000,000 

1,232,000,000 

1,596,780,000 

lecalculated  net  income  (loss)  $  (1,668,200)       (40,705,000)      (132.584,000)       (61,720,000)      1,065,750,000  623,968,300 

As  originally  reported  to  SEC,  before  any  restatements  due  to  subsequent  pooling  acquisitions 
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The  Toshiba  FC22  color  copier  boasts  our  exclusive  Color  Inline  Printing  System, 
which  makes  it  the  fastest,  smallest  and  most  affordable  copier  in  its  class.  Delivering  an 
unprecedented  9600x600  dpi  color  resolution,  this  champ  comes  network-capable  so  you  can 
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JESSICA— PLAINTIFF 

Jessica  (last  name  and  photo  withheld)  became  an  AOL  volunteer  at  the 
age  of  14,  hosting  chat  rooms  ranging  from  "youth  only"  to  an  addiction 
and  recovery  room  for  adults  discussing  alcoholism  and  suicide  threats — 
a  chat  room  she  and  her  parents  claim  she  hosted  alone,  without  training. 

"I  hosted  addiction  and  recovery  forums  that  I  knew  nothing  about,"  says 
Jessica,  now  17.  "There  were  doctors  and  medical  staff  who  partnered  with 
AOL  and  were  'on  call,'  but  they  were  not  in  the  same  chat  room  with  me." 
Often,  when  she  would  disclose  her  own  lack  of  experience  to  people  in 
anxiety-filled  chats,  "They  would  get  angry,"  she  says.  When  no  professional 
help  was  available  to  assist  with  suicide  threats,  "All  I  would  say  was,  'Get 
some  sleep,  and  tomorrow  will  be  a  better  day.' " 

By  15,  Jessica  claims  she  was  spending  40  hours  a  week  volunteer- 
ing online.  Her  father,  Paul,  a  unionized  truck  driver,  considered  her  a 
workaholic.  Her  family  scheduled  dinners  around  her  AOL  commitment, 
even  installing  a  separate  phone  line  to  accommodate  her  online  activi- 
ties. As  his  daughter's  online  time  increased,  Paul  says  he  eventually 
came  to  view  himself  as  a  "negligent  parent." 

Within  weeks  of  AOL's  decision  to  terminate  all  underage  volunteers. 
Jessica  became  the  youngest  of  Greenberg's  clients  in  the  lawsuit. 


employees  and  pay  them.  He  also  warned  that  the 
latter  two  options  could  prove  to  be  expensive,  cit- 
ing cost  considerations.  Finally,  he  said,  "It  is 
unclear  what  a  court  might  conclude"  regarding 
the  question  of  employee  status  for  volunteers  and 
suggested,  "This  is  not  an  issue  that  AOL  should 
let  a  court  determine." 

The  first  outcome  was  that  the  company  changed 
the  title  "remote  staff"  to  "community  leaders." 
Reed  recalls  that  the  objective  was  simply  to  avoid 
the  legal  connotations  of  the  word  staff. 

Adds  Myers,  "The  mantra  that  came  down  from 
on  high  was,  'Keep  them  [volunteers]  out  of  the 
newspapers,  out  of  the  courtrooms,  and  get  as  much 
out  of  them  as  you  can." 

However,  during  the  following  three  years, 
AOL  did  make  some  critical  changes.  The  com- 
pany began  registering  its  volunteers  and  limiting 
the  tasks  they  performed  while  formalizing  a  struc- 
ture for  supervision.  It  denied  volunteers  access  to 
publishing  tools  that  had  previously  allowed  them 
to  create  original  content  for  AOL.  Not  directly 
related  to  the  Gardiner  memo  but  extremely  pertinent  to  its 
relationship  with  volunteers  was  the  company's  change  in  its 
billing  policies  for  members,  moving  from  hourly  charges  to  a 
single  flat  rate. 

This  new  fee  structure  proved  to  be  a  flash  point  for  many 
volunteers.  Under  the  old  hourly  billing  system,  they  had  avoided 
hundreds,  in  some  cases  thousands,  of  dollars  in  dial-up 
and  hourly  service  costs  that  the  company  had  covered  as  com- 
pensation. This  old  arrangement  placed  AOL  at  potential  risk 
with  the  IRS.  But  with  the 
introduction  of  fixed-rate 
pricing  in  late  1996,  no  mat- 
ter how  many  hours  a  volun- 
teer worked,  his  or  her 
comped  AOL  bill  was  only 
worth  $19.95  per  month. 

The  new  pricing  created  a 
different  kind  of  problem.  If 
someone  worked,  say,  40 
hours  a  month  online  and 
was  only  compensated  the 
equivalent  of  $20  for  that 
month,  it  meant  that  AOL 
was  compensating  such 
workers  far  below  the  mini- 
mum wage. 

In   1997,  AOL  set  up 
America  Online  Communi- 
ties Inc.  (ACI),  a  wholly 
owned  subsidiary  of  AOL 
that  was  created  as  a  payroll 
and  managem<  npany 
overseeing  voli 
behalf  of  the  pare 
"This  whole  oi 
was  set  up  just  to 
legal  issues,"  says  Wy-. 


Ml  GEORGE  B.  DANIELS:  "Be  punctual,  be  prepared,  and  be  candid. 

i  i  siike  a  lawyer  whose  word  cannot  be  relied  upon." 


having  volunteers  work  for  an  independent  company. 
AOL  apparently  believed  it  would  not  be  liable  for  any 
labor  violations. 

If  labor  law  were  a  neat  and  tidy  world,  AOL  might  have 
sidestepped  its  volunteer  problem  with  that  one  deft  move.  But. 
as  it  turned  out,  it  stepped  deeper  into  the  quagmire.  In  fact. 
ACI  appears  to  be  the  kind  of  shell  corporation  Gardiner  had 
warned  would  not  provide  legal  shelter. 

Furthermore,  it  seems  AOL  ignored  one  of  its  own  internal 
recommendations.  Reed,  who  headed 
ACI,  says  AOL  commissioned  a  study  ol 
the  volunteer  force  that  determined  that 
between  200  and  300  contractors — whe 
started  off  as  volunteers  —  should  be 
hired  by  ACI  immediately  because  they 
were  doing  management  work.  In  addi- 
tion, the  report  that  resulted  from  the 
study  suggested  that  another  2,000  tc 
2,500  volunteers  were  doing  the  work  ol 
employees  and  should  be  paid  as  well. 

The  hiring  wras  to  be  done  in  phases, 
she  says,  beginning  w  ith  the  200  to  300 
contractors.  Apparently,  this  initial  group 
was  hired,  but  the  additional  2,000  to 
2,500  volunteers  were  not,  contrary  to 
the  study's  suggestion. 

A  number  of  AOL  volunteers  also 
found  themselves  working  for  independent 
content  providers  contracted  by  AOL  to 
run  community  sites.  Ordinarily,  a  com- 
pany is  not  responsible  for  employment 
violations  by  a  contractor,  according  to 
Jolls,  the  Harvard  labor  expert.  However, 
she  notes,  if  AOL  assisted  in  recruiting  vol- 
unteers for  these  contractors,  "This  could 
change  the  issue,"  opening  new  problems 
regarding  AOL's  potential  legal  liability. 
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We've  reached  SEI-CMM  Level  4. 
But  we  won't  be  stopping  to  celebrate. 


One  more  honour.  This  time  from 
the  Software  Engineering  Institute, 
Carnegie  Mellon  University,  USA,  for 
our  Capability  and  Maturity  Model 
(SEI-CMM  Level  4).  After  being  audited 
by  one  of  the  world's  most  respected 
organisations,  KPMG.  Just  about 
65  companies  in  the  world  have  been 
awarded  the  SEI-CMM  4  seal  of  quality. 


And  we're  proud  to  be  one  of  them. 

We're  India's  leading  Systems 
Integration  company.  With  offices 
around  the  globe,  and  software 
development  centres  across  India. 
We  dedicate  this  newest  honour  to 
our  founder,  the  late  J  R  D  Tata.  In  his 
words,  "Strive  for  perfection  and  you 
will  reach  excellence." 


Some  more  accolades 

•  Forbes  Gbbal  100 
Best  Small  Companies,  1999 

•  Ranked  in  India's  Top  50  . 
Information  Systems  Users, 
1998,  by  MIS  South  Asia 

•  Proclaimed  the  'Hidden  Jewel 
of  Asia',  by  Socgen  Crosby 

•  DOE  Award  for  Excellence  in  Electronics 

•  Ranked  the  Number  I  Systems  Integrator 
in  India,  1 998-99,  by  Voice  &  Data 


INFOTECH 

Total  solutions.  Total  commitment. 


Corporate  Office:  Tata  Infotech  Limited,  Manish  Commercial  Centre,  216-A,  Dr  A  B  Road,  Worli,  Mumbai  400  025,  India.  Tel:  91-22-493  3560.  Fax:  9i-22-495  0318. 
USA:  Tata  Infotech  Limited,  7918,  Jones  Branch  Drive,  Suite  850,  McLean,  VA  22102,  USA.  Tel:  703-734  9456.  Fax:  703-734  9290.  Visit  us  at  www.tatamfotech.com 
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A  recent  visit  to  AOL's  site,  where  volunteer  opportunities 
were  posted,  found  the  company  actively  recruiting  for 
positions,  including  real-time  transcribers,  online  promo- 
tions specialists,  file  librarians,  proofreaders,  and  online 
tutors.  Other  sites  offered  similar  positions,  but  those  posi- 
tions came  with  pay.  (See  story  below.)  Asked  if  volunteer 
opportunities  currently  posted  on  the  AOL  site  included  posi- 
tions with  any  of  AOL's  independent  contractors,  a  situa- 
tion that  would  demonstrate  that  AOL  was  using  its  site  to 
recruit  volunteers  for  its  content  providers,  the  company 
declined  to  comment. 

THE  PLACE  WOULD  "CRASH  AND  BURN" 

Leon  Greenberg  hied  his  class  action  suit  in  May  1999.  AOL 


immediately  laid  off  about  500  volunteers  who  it  determined 
were  under  18  years  old.  The  suit,  scheduled  to  go  to  trial 
next  month,  is  being  heard  in  New  York  by  U.S.  District  Judge 
George  B.  Daniels,  who  has  a  reputation  for  not  tolerating 
lawyerly  foot-dragging. 

In  a  recent  discovery  hearing,  Greenberg  asked  for  AOL's 
general  organizational  chart.  Company  attorneys  claimed 
they  could  not  locate  one.  Judge  Daniels  admonished  the 
attorneys:  "Look  and  see  if  there  is  such  an  overall  chart. 
If  there  is,  produce  it.  If  there  is  not  such  an  overall  chart, 
then  you  should  have  someone  put  together  and  lay  out 
exactly  what  the  structure  of  the  company  is.  And  do  that  on  a 
piece  of  paper." 

During  the  trial,  Greenberg  will  argue  that  AOL  volunteers 


MONEY  OR  NOTHING  AND  YOUR  CLICKS  FOR  FREE 

AOL  volunteers  get  free  Internet  access,  but  the  payment  is  greener  on  the  other  side 


You  choose;  $35  an  hour  or  $0  an 
hour7  It's  an  absurd  question  but  one 
that  AOL  is  asking.  Currently,  on  its 
site,  AOL  seeks  volunteers  with 
"good  crisis  management  skills," 
"strong  oral  and  written  communi- 
cation skills,"  and  even  "knowledge 
of  chronic  pain  issues" — attributes 
that  typically  warrant  compensation 
in  this  thing  we  call  a  free-market 
economy  In  fact,  a  quick  search  on 
any  job-posting  Web  site  will  uncover 
comparative  paid  positions  that  list 
qualifications  and  job  duties  similar 
to  those  of  AOL's  volunteer  openings 
(posted  at  AOL  keyword  "Community 
Leader").  Here  are  a  few  of  the 
openings  we  found  and  the  paid 
comparisons. 

AOL  LIVE  TYPIST 

DESCRIPTION:  Responsible  for 
typing  and  broadcasting,  in  real 
time,  the  responses  of  celebrity  guests 
and  news  makers  to  questions 
presented  during  AOL  live  events. 
MAIN  REQUIREMENTS:  Fast  and 
accurate  typing  ability,  excellent 
spelling  skills,  comfortable  typing  in 
real  time  from  dictation. 
THE  COMPARISON: 
Superior  Court  of  California,  Santa 
Clara  County,  Court  Reporter — 
S61.693  to  S67.860  per  year 
plus  benefits 

DESCRIPTION:  Real-time  transcrip- 
tion of  deposition  or  hearing  minutes. 
MAIN  REQUIREMENTS:  Ability  to 


type  in  real  time  from  dictation, 
certification  of  skills. 

AOL  LIVE  PROOFER 

DESCRIPTION:  Responsible  for 
checking  spelling,  punctuation,  and 
formatting  of  AOL  content,  including 
listings  of  upcoming  AOL  events. 
Position  also  may  involve  editing 
transcripts  of  AOL  live  events. 
MAIN  REQUIREMENTS:  Previous 
editing  or  proofreading  experience, 
flexible  schedule,  high  comfort  level 
with  AOL  software,  and  familiarity 
with  online  references. 
THE  COMPARISON: 
Franklin  Templeton  Proofreader — 
S40.000  per  year,  average 
DESCRIPTION:  Responsible  for  proof- 
reading documents  for  accuracy  of  text 
and  design/formats. 
MAIN  REQUIREMENTS:  Background 
in  English,  previous  proofreading 
experience. 

AOL  ONLINE  TUTOR 

DESCRIPTION:  Participation  in 
AOL's  Ask-A-Teacher  community. 
Involves  tutoring  students  in  grades 
K  through  12,  trading  tips  with  peers, 
and  "honoring  those  skills  essential 
for  the  21  st  century  educator." 
MAIN  REQUIREMENTS:  Criminal 
background  check;  three-month 
training  period  of  orientation, 
observation,  and  mentoring; 
professional  writing  ability 
and  demeanor. 


THE  COMPARISON: 
Lindamood-Bell  Learning  Processes 
Tutor— S11  to  S14  per  hour 

DESCRIPTION:  Full-  or  part-time 
position  tutoring  children  and  adults 
with  comprehension  problems  in 
various  subjects. 
MAIN  REQUIREMENTS:  Paid 
training  (provided). 

AOL  DATABASE  MONITOR 

DESCRIPTION:  Maintain  Microsoft 
Excel  database  of  relevant  Web 
sites,  newsgroups,  mailing  lists, 
and  WebRings. 

MAIN  REQUIREMENTS:  Attention 
to  detail,  experience  in  the  use  of 
Microsoft  Excel,  high  level  of 
computer  competency 
THE  COMPARISON: 
Acsys  Statistical  Typist — 
S35.500  to  S41 ,000  per  year 
DESCRIPTION:  Produce  statistical 
spreadsheets  and  Word  documents 
and  maintain  records  of  new  business 
and  clients. 

MAIN  REQUIREMENTS:  Data 
processing  skills,  Microsoft  Word 
and  Excel  proficiency. 

AOL  ONLINE  PROMOTIONS 

DESCRIPTION:  Assist  in  implement- 
ing promotional  activities  for  AOL 
members  and  gather  information  to 
be  used  to  develop  content  and 

community. 

MAIN  REQUIREMENTS:  Good 
communication  and  observation 


skills,  willingness  to  submit  a  weekly 
report  on  observations  and  attend 
one  meeting  per  month,  at  least 
three  months'  experience  as  an  AOL 
community  leader. 
THE  COMPARISON: 
Sybase  Associate  Marketing/ 
Communication  Specialist — 
$31,700  to  545,200  per  year 
DESCRIPTION:  Assist  in  planning 
and  implementation  of  marketing 
communications  projects  and  promo- 
tional programs. 

MAIN  REQUIREMENTS:  AA  and  one 

to  three  years  (or  BS/BA  and  up  to 
two  years)  of  equivalent  experience. 

AOL  FILE  LIBRARIAN  POSITION 

DESCRIPTION:  Complete  operational 
tasks  such  as  downloading  submitted 
files,  checking  for  viruses  and  function- 
ality, and  compliance  with  AOL  terms 

of  service. 

MAIN  REQUIREMENTS:  High  com- 
fort level  with  AOL  software,  friendly 
on-screen  personality,  high  level  of 
computer  competency. 
THE  COMPARISON: 
AppleOne  Entry  Level  IT— 525,000 
to  530,000  per  year 
DESCRIPTION:  Entry-level  opera- 
tional and  IT  duties  such  as  data 
processing  and  customer  assistance. 
MAIN  REQUIREMENTS:  Good  people 
skills,  high  level  of  computer  compe- 
tency, knowledge  of  Microsoft  Word 
and  Excel. 

MICHAEL  BOLAND 
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3  To  AA  ■COH?  Pi  rchasi  Upgrades.  Receive  E-Mail  Summary  Statement.  Register  i:or 
ecial  Mileage  Promotions.  All  From  Your  Online  AvAdvantage®  Account.  Details  At 
vw.aa.com/aadvantage  Or  AOL  KEYWORD:  AA  AAdvantage 

AA.com.  The  Ultimate  Site  For  Everything  AlTlGriCdnAirlinGS 
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dvantage  upgrade  miles  currently  available  onty  for  Executive  Platinum,  Platinum  and  Gold  members  and  valid  only  for  travel  on  American  Airlines  and  American  Eagle  flights.  American  Airlines, 
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flange  the  AAdvantage  program  at  any  time  without  notice.  American  Airlines  is  not  responsible  for  products  or  services  offered  by  other  participating  companies.  For  complete  details  about  She 
JvanTage  program,  visit  www.aa.com 
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were  not  only  treated  like  regular 
employees  in  that  they  were  compen- 
sated, albeit  meagerly,  but  also  that  their 
work  added  value  to  the  company — one 
of  the  measurements  that  conforms  to 
the  federal  Fair  Labor  Standards  Act  in 
determining  who  is  an  employee.  He 
intends  to  show  that  the  volunteers  had 
to  file  shift  reports,  were  required  to  take 
a  formal  training  program  that  lasted  a 
minimum  of  30  hours,  were  required  to 
work  a  certain  number  of  hours  weekly, 
and,  ultimately,  that  they  were  compen- 
sated in  free  hours.  He  will  also  call  forth 
his  plaintiffs,  showing,  among  other 
things,  that  they  were  instructed,  as  if 
they  were  commissioned  salespeople,  to 
encourage  members  to  explore  other 
areas  in  order  to  bulk  up  billable  hours. 

"AOL  is  in  effect  saying,  'Come  work 
for  us  and  we'll  give  you  free  online 
time,' "  says  Greenberg.  "When  you  have 
an  economic  arrangement  where  compensation  is  flowing 
between  employer  and  employee,  that  compensation  has  to 
equal  at  least  minimum  wage.  It  has  to  be  paid  in  cash  and 
not  in  credit  or  products." 

AOL  will  argue  that  the  suit  has  no  merit,  that  its  commu- 
nity leaders  are  volunteers,  and  that  the  company  was,  and  is, 
in  the  words  of  Brackbill,  "in  compliance  with  the  law."  AOL 
could  insist  that  the  nation's  outdated  laws  do  not  apply  to 
the  New  Economy.  The  company  also  is  likely  to  argue  that 
most  of  the  volunteers  loved  their  jobs  and  were  never  forced 
to  do  anything.  Even  though  the  communities  are  part 
of  AOL,  the  volunteers  "are  not  walking  in  the  door  here,  sit- 
ting at  a  desk,  and  volunteering  for  a  profit-and-loss  part  of 
the  company,"  says  Brackbill.  "They  are  on  the  Internet, 


SEAN  DUGGAN:  The  former  AOL  community  director  says 
volunteers  are  a  main  revenue  source  for  AOL:  "They  help 
create  dynamic  communities — they're  not  just  socializing.' 

and  AOL  is  their  service  provider." 

Sean  Duggan  has  a  different  perspec- 
tive. In  March  2000  he  was  hired  to  be 
AOL's  executive  director  of  community 
and  member  publishing  groups,  which 
included  chat  rooms  and  bulletin  boards. 
He  was  fired  just  78  days  later,  after  a 
falling  out  with  AOL's  top  management, 
whom  he  had  tried  to  persuade  to  put 
more  resources  into  its  community  com- 
ponent. Duggan  believes  that  30%  of 
AOL's  revenues  derive  from  its  commu- 
£mmm^^_  nity  services,  where  members  navigate 
P^^BM  through  various  neighborhoods  as  adver- 
tisers spend  millions  to  attract  and  hold 
their  attention.  Likewise,  he  insists, 
dynamic,  thriving  communities  generate 
other  thriving  communities,  which  attract 
AOL's  growing  fee-paying  membership. 

Indeed,  the  growth  of  AOL's  membership,  from  530,000 
in  1993  to  more  than  26  million  worldwide  today,  seems  to 
bear  Duggan  out.  "You  have  these  people  who  are  unpaid, 
and  they  are  out  there  for  the  love  of  this  thing,  doing  the 
job  that  would  cost  a  company  an  awful  lot  of  money  tot 
hire  employees  to  do,"  he  says.  "AOL  has  14,000  storm 
troopers  [volunteers]  out  there  leading  the  way  for  them. 
And  they  shape  much  of  what  that  service  is." 

What  if,  suggests  Duggan,  AOL  were  suddenly  forced 
to  give  up  this  workforce  for  around  60  days.  "The  place 
would  crash  and  burn.  You'd  have  175,000  bulletin  boards 
not  being  monitored,"  he  says,  adding,  "If  you  don't 
maintain  the  boards,  your  quality  goes  to  shit.  And  what 
happens  in  business  when  your  quality 
goes  to  shit?  You  lose  customers." 

As  for  the  labor  laws  themselves 
and  how  they  apply,  Jolls,  the  Harvard 
professor,  says:  "It  fundamentally 
comes  down  to  whether  you  believe 
that  people  need  the  law  to  protect 
them.  It's  not  clear  to  me  that  that's  dif- 
ferent in  the  New  Economy  than  the 
Old  Economy.  That's  the  age-old  ques- 
tion: Is  the  worker  class  vulnerable  to 
exploitation  by  the  employer  class? 
Does'  the  fact  that  someone  can  work 
from  home  make  him  or  her  less  vul- 
nerable to  being  exploited?  Maybe 
there's  an  argument  for  that,  but  I 
haven't  heard  it."  ■ 


For  additional  information,  use  your  CueCat 
device  to  scan  the  cue  code  (below). 
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lint  at  1200  dpi,  $3599* 


Up  to  four  times  faster  than  other  color  laser  printers. 

traducing  the  Xerox  Phaser  5  1235  color  printer,  the  latest  breakthrough  in  network  printers  from  the  combined  expertise  of  Tektronix 
and  Xerox.  With  amazing  1200-dpi  color  at  12  ppm,  and  black  and  white  at  20  ppm,  Xerox  brings  color  printing  up  to  the  speed  of 
ay's  business.  And,  since  every  model  comes  network  ready  with  fast  Ethernet  and  a  366  MHz  processor,  your  office  can  say  goodbye 
o  long  lines  at  the  printer.  To  see  our  full  line  of  color  and  black  and  white  network  printers  that  leaves  the  competition  in  the  dust, 
call  1-877-362-6567  ext.  1765  or  visit  us  at  www.xerox.com/officeprinting/speedl765. 
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e-simplicity 


MANAGES  COMPLEX  SUPPLY  CHAIN  TRANSACTIONS  WITH  SEAMLESS  SIMPLICITY 


Yantra  simplifies  your  increasingly  complex 
e-business  by  flawlessly  managing  thousands, 
even  millions  of  transactions  on  the  Internet. 
Our  powerful  e-business  engine;  with  its 
flexible  businessVules,  scalability,  and 
90-day  implementation,  unites  every 
comer  of  your  extended  enterprise  to 


YANTRA, 

The  engine  of  e-businessr- 


give  you  total  control  over  your  supply  chain. 

That's  why  firms  experiencing  explosive  growth, 
t     as  well  as  those  combining  clicks  and  mortar, 
choose  us  to  help  build  and  retain  satisfied 
customers.  Got  a  complex  supply  chain 
problem?  Call  us  and  we'll  get  you 
going  in  the  right  direction. 
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LEADING  PERSONAL 
FINANCE  SITE 
WOULDN'T  BE  WHERE 
IT  IS  WITHOUT  AOL 


PHILIPP  HARPER 

^■ools  they  may  be,  but  they  also  know  where  their 
debts  lie.  Brothers  Tom  and  David  Gardner  freely 
admit  that  the  startling  success  of  The  Motley  Fool, 
their  personal  finance  Web  site  (www.fool.com),  is 
ibutable  to  more  than  their  documented  investment  savvy 
:heir  puckish  and  well-packaged  sense  of  humor.  Nearly  as 
>ortant  as  the  product  itself  is  how  it  has  been  distributed. 
>1  COO  Erik  Rydholm  and  the  Gardners  do  not  begrudge 
>L  a  tip  of  their  foolscaps.  "No  doubt  about  it,  they've 
atly  enhanced  our  growth,"  says  Rydholm,  referring  to  the 
ipany's  ongoing  relationship  with  AOL. 
In  seven  years  The  Motley  Fool  has  evolved  from  a  16- 
;e  newsletter,  distributed  by  mail  to  family  and  friends,  to  a 
b  site  that  attracts  more  than  2  million  unique  visitors  a 
nth,  a  nationally  syndicated  radio  show  and  newspaper 
imn,  and  four  best-selling  books,  to  name  only  the  most 
ble  regions  of  the  empire.  Meanwhile,  there  has  been 
>ng  revenue  growth  each  year,  according  to  Rydholm,  and 
:f  has  gone  from  three  to  more  than  375.  Their  Rule 
aker  Portfolio  has  averaged  an  annualized  return  of  44% 
:e  its  funding  in  1994,  compared  with  19%  for  the  S&P 
).  The  Gardner  brothers  may  be  the  only  grown  men  in 
erica  who  can  dispense  financial  advice  on  television  while 
iring  fools'  hats  and  be  taken  seriously. 
Market  segment  and  marketing  shtick  notwithstanding, 
naps  the  most  conclusive  factor  in  The  Motley  Fool's  suc- 
;  was  its  presence  in  the  early  '90s  at  the  intersection  of  the 
er  and  real  worlds.  Both  computer  buffs,  the  Gardners 
intained  a  message  folder  in  AOL's  Investors'  Network, 
ire  they  advertised  their  newsletter  and  solicited  investing 
stions  from  other  AOL  members.  They  were  active  on 
er  services  as  well,  and  when  David  Gardner  went  online  to 
of  the  penny  stock  touts  on  one  of  Prodigy's  message 
rds,  the  prank  was  picked  up  by  the  national  financial  press. 
The  story  was  read  in  AOL's  corporate  suite,  and  mem- 
»  of  The  Motley  Fool  management  team  were  soon  traveling 
n  their  offices  in  Alexandria,  Virginia,  to  nearby  Vienna, 
i  the  site  of  AOL  headquarters.  The  meeting  led  to  a  part- 


WHO'S  FOOLING  WHOM?  Motley  Fool  brothers  Tom  and  David  Gardner  found  AOL  to  be 
the  perfect  foil  for  their  Web  wizardry. 

nership  that  in  August  1994  saw  The  Motley  Fool  assume  a 
featured  position  on  the  AOL  home  page  in  exchange  for  a 
share  of  the  royalties  it  generated. 

By  the  following  spring,  Ted  Leonsis,  then  president  of 
AOL  Services,  was  hailing  The  Motley  Fool  as  the  prototype 
of  AOL's  new  content-acquisition  strategy,  swapping  seed  cap- 
ital and  a  variety  of  support  and  consulting  services  for  equity 
in  his  new  partner.  (AOL  still  owns  the  stock,  which  Rydholm 
says  amounts  to  less  than  20%  of  outstanding  shares.) 

Rydholm  characterizes  the  branding  help  from  AOL  as 
"huge  in  the  beginning."  By  the  end  of  1995,  The  Motley 
Fool  was  attracting  250,000  visitors  a  month. 

As  it  happened,  Rydholm  says,  "Everything  started  to  take  off 
in  1996,"  and  he  and  the  Gardners  began  to  plan  their  post-AOL 
existence.  What  was  shaping  up  as  a  potentially  nasty  split — 
"AOL  wasn't  excited  about  our  fleeing  the  platform,"  Rydholm 
says — was  preempted  by  the  marketplace.  With  flat-fee  Internet 
service  providers  becoming  ubiquitous,  AOL  and  similar  providers 
were  no  longer  charging  hourly  rates,  a  change  that  effectively 
ended  their  revenue-sharing  arrangements  with  content  providers. 

In  April  1997,  when  their  agreement  with  AOL  expired, 
Rydholm  and  the  Gardners  launched  Fool.com.  They  main- 
tained their  original  AOL  presence  until  September  1999,  when 
the  partners  launched  a  cobranded  site.  These  days,  The  Motley 
Fool  pays  for  the  positioning  of  its  link  on  AOL  in  return  for 
a  guaranteed  level  of  traffic.  ■ 

Philipp  Harper  is  a  freelance  writer  who  lives  on  Virginia's 
Northern  Neck. 
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HE  PLACE,  GIVE  US  A  CALL 


Unused  software  licenses,  duplicate  invoices,  mismanaged  funds.  It  all  adds  up  to  wasted  dollars. 
Dollars  that  we  i!  help  you  find.  As  part  of  a  complete  set  of  technology  management  services, 
Infraware  bri  igs  you  Janus  Argisa,  the  IT  Asset  Management  solution  used  by  more  Fortune  1000 
companies  than  any  other.  Streamline  your  operations  and  maximize  your  investments  by  organizing 
what  you  have,  deploying  what  you  need  and  purging  what  you  don  t.  Call  us,  it  s  worth  it.  And  your 
janitor  wiii         js,  too. 
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DL  ISN'T  ALONE.   MANY  OTHER 
iCH  COMPANIES  ARE 
JILT  ON  THE  BACKS  OF 
sIPAID  LABOR 

ANDREW  FREIBURGHOUSE 

uring  the  richest  economic  boom  in  history,  an 
^  unprecedented  number  of  people  have  donated 
m  their  time  and  talents  to  multimillion,  even  multi- 
billion-dollar,  for-profit  corporations.  In  the  process, 
ny  so-called  New  Economy  companies  have  come  to  depend, 
varying  degrees,  upon  the  efforts  of  individuals  outside  the 
npanies  who  don't  collect  paychecks. 

Here  are  five  such  examples.  From  one  directly  paralleling 
>L's  business  model  —  i Village's  community  moderators — 
i  more  abstract  pattern  —  GeoCities'  millions  of  unpaid 
bblers — each  is  challenged  to  define  "labor."  What  is  work? 
10  is  a  worker?  How  should  workers  be  compensated? 

TAKES  AN  I  VILLAGE" —  COMMUNITY  MODERATORS 

llage,  an  online  women's  network  that  began  as  a  channel 
America  Online,  has  quite  obviously  modeled  its  volunteer 
gram  on  AOL's.  Like  AOL,  iVillage's  more  than  2,000  com- 
nity  moderators  host  chat  rooms,  enforce  the  company's 
rms  of  service,"  and  report  problems  or  questions. 
I Vi llage  is  striving  mightily,  however,  to  avoid  the  legal 
1  public  relations  problems  AOL  now  faces  with  its  dis- 
ntled,  litigious  volunteers.  IVillage's  community  moderators, 
example,  are  under  no  obligation  to  be  in  the  chat  rooms 
:rtain  number  of  hours  per  week.  "We  need  and  ask  them 
3e  active  in  the  community,"  explains  Susan  Hahn,  execu- 
:  director  of  community.  "But  we're  not  going  to  force 
•one  to  do  anything." 

However  wise  it  may  be  legally,  iVillage's  more  laissez-faire 
e  of  volunteer  management,  compared  to  AOL's  program, 
y  not  be  getting  the  company  the  most  bang  for  its  non- 
k.  With  the  stock  languishing  around  $1  at  press  time,  stock- 
ders  might  prefer  a  "by  any  means  necessary"  approach. 

HO  OWNS  THIS  CITY.  ANYWAY?"— CONTENT  PROVIDERS 

ioo-owned  GeoCities  provides  its  members  with  a  valu- 
e  product  for  free.  The  company  makes  it  easy  to  set  up  a 
ic  Web  page  and  provides  members  with  Web  hosting. 


With  approximately  3.5  million  users  maintaining  sites,  the 
company  extracts  plenty  of  advertising  revenue.  Members  can 
buy  a  "premium  membership"  for  $4.95  per  month  if  they 
prefer  their  pages  ad-free.  Otherwise,  GeoCities  places  one 
pop-up  ad  per  page.  Page  creators  receive  no  cut  of  ad  rev- 
enues. Despite  that,  Jeff  Sullivan  of  Branson,  Missouri,  who 
runs  a  series  of  GeoCities  pages  that  sell  sports  goods  and 
memorabilia,  is  quite  happy  with  the  deal.  Says  Sullivan: 
"The  pop-up  ads  they  show  on  my  pages  are  a  small  price  to 
pay  for  free  Web  hosting." 

It's  a  slippery  slope,  though,  the  question  of  whether 
Yahoo  should  be  profiting  from  ads  placed  on  sites  like  Sulli- 
van's, and  GeoCities  has  made  a  couple  of  public  missteps. 
The  first  time  was  in  August  1998,  when  federal  regulators 
accused  the  company  of  lying  to  members  and  handing  over 
sensitive  data  to  marketers.  Then  it  erred  when  Yahoo  merged 
with  GeoCities  in  a  stock  deal  valued  at  $4.6  billion  and 
declared  all  material  on  all  GeoCities  pages  the  sole  property 
of  Yahoo.  Both  incidents  provoked  outcries,  and  both  were 
quickly  resolved  by  the  companies. 

"MACOLYTES"—  USER  GROUPS 

Washington  Apple  Pi  is  a  4,000-member  Rockville,  Maryland- 
based  group  of  "people  helping  each  other  take  advantage  of 
the  power  of  computers" — Apple  computers,  to  be  specific.  In 
the  process,  the  Pis  and  their  dozens  of  user  group  brethren 
have  succored  Apple  Computer  through  its  many  tribulations. 
Founded  in  1978,  Pi  remains  one  of  the  most  active  user  groups 
in  the  world.  The  organization  rebuilds  and  refurbishes  old 
Apple  computers,  runs  tutorials,  puts  out  a  newsletter,  staffs 
booths  at  Apple  Demo  Day  Events,  "adopts"  local  computer 
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stores  and  helps  salespeople  sell  more  Apple  computers,  and 
even  maintains  a  service  and  support  line.  For  the  group's  trou- 
bles, Apple  showers  it  with  recognition,  marketing  CDs  show- 
ing off  new  products,  a  stop  on  the  "User  Group  Tour,"  the 
occasional  guest  speaker,  and  assorted  other  tchotchkes. 

But  the  Pis — along  with  Apple's  other  user  groups — have 
been  feeling  a  little  neglected  of  late.  "We're  like  the  country 
cousins  you  acknowledge  only  when  you  want  to  stay  at  their 
house,"  says  Lorin  Evans,  the  group's  ebullient  president. 
"We  might  have  some  good  ideas,  but  no  one  pays  too 
much  attention."  No  longer  allowed  to  "see  inside  the 
company,"  longtime  Pis  are  peeved.  "We  shouldn't  be  disre- 
garded and  disrespected  like  this  by  a  company  we're  help- 
ing," says  Evans. 

"THE  CASH  IN  THE  RED  HAT"  — OPEN  SOURCE 

Red  Hat's  $84  million  IPO  shot  skyward  on  August  20,  1999, 
rising  from  its  offering  price  of  $14  to  $52 — and  that  was  a 
potentially  huge  problem.  Simply  put:  Red  Hat  was  selling  for 
$50  a  pop  a  collection  of  lines  of  code  that  had  been  mainly 
written  by  programmers  not  on  its  payroll.  Linux,  it  seemed, 
the  anti-Microsoft  "freeware"  operating  system,  was  going  to 
make  some  people  Microsoft-type  money — but  what  about 


the  hackers,  scattered  to  the  winds,  whose  code  sat  in  the  $50 
boxes?  Would  it  be  them? 

The  debate  raged  on  Slashdot,  the  popular,  influential,  and. 
decidedly  pro-Linux  "News  for  Nerds"  Internet  forum.  At 
typical,  and  somewhat  legitimate,  complaint  went  like  this: 
"They  are  stealing  the  fire  from  Linux  itself.  Probably  95%  ofi 
the  good  things  that  Red  Hat  offers  are  not  Red  Hat.  They're 
just  Linux.  It's  only  natural  that  this  bugs  people.  A  lot  of 
people  spend  a  lot  of  their  own  personal  time  contributing 
freeware  to  Linux  and  associated  software.  It  bugs  them  to 
see  all  of  this  sold  as  'Red  Hat.'  " 

Red  Hat  was  in  a  strong  position  to  defend  itself  against 
these  accusations.  First,  Red  Hat's  in-house  programmers  had 
improved  Linux,  adding  important  features  and  assembling  the 
best  of  existing  ones  into  a  coherent  whole,  and  therefore  the 
company  had  at  least  some  right  to  profit  from  it.  Further- 
more, Red  Hat  proved  itself  a  good  Open  Source  citizen,  back- 
ing several  prominent  Linux  programmers,  offering  pre-IPO 
stock  to  code  contributors,  and  promising  to  comply  ad  infini- 
tum with  the  "general  public  license"  (GPL)  standards  that  ren- 
der all  such  code  free  and  accessible  to  all.  The  Red  Hat  OS 
was,  after  all,  available  for  free  on  the  Internet.  (The  $50  CD 
version  came  with  extra  goodies  like  support  and  service,  stuff 


UNKING  LIKE  MINDS 


Companies  find  new  ways  to  use  volunteers  without  legal  worries 


IT'S  11:24  P.M.  AND  JUDY  PAYTON  is  hunched  at  her 
computer  in  the  office  of  her  Georgian-style  home  in 
Pasadena.  Maryland,  reading  a  message  posted  on  a 
"Lawn  &  Garden"  discussion  board: 

"Hi:  I  need  some  help  with  a  lawn  problem  I  have 
a  female  dog.  When  she  urinates  in  the  yard,  tne  acid 
kills  the  grass.  I  have  brown  spots  all  over  the  place. 
I've  been  told  that  the  only  way  to  solve  the  problem  Is 
to  follow  the  dog  around  the  yard  with  a  hose.  This  I 
can't  do  Is  there  another  solution?  Thanks  a  million!" 

Judy  types: 

"Depending  on  the  size  of  your  dog,  a  spoonful  or 
two  of  tomato  juice  in  her  food  is  SAID  to  neutralize 
the  acid.  Hey  .  what  have  you  got  to  lose?" 

As  a  volunteer  "home  coach"  for  OurHouse.com, 
a  home  improvement  site.  Payton  spends  about  10  to 
15  hours  a  week  reading  and  answering  questions 
from  frustrated  homeowners  and  renters.  She  also 
writes  a  fix-it  column  for  an  international  chat  group 
called  the  50-Plus  Friends  Club,  spending  a  total  of  15 
to  20  hours  a  week  online 

She  became  a  do-it-yourselfer  back  in  the  '60s 
after  a  repairman  charged  her  S80  for  fixing  an  over- 
flowing washing  machine  by  simply  unplugging  it. 
then  plugging  it  back  in  again.  In  the  past  year,  she 
and  her  husband  have  saved  an  estimated  $20,000  by 
remodeling  a  house  themselves  that  was  previously  a 
group  home  for  at-risk  teens.  It  had  a  flooded  base- 
ment and.  she  says,  "about  50  pounds  of  chewing 
gum  on  the  floors."  (She  documents  its  progress 


DO-IT-YOURSELFER  Judy  Payton  helps  people  fix  house- 
hold problems  online  at  OurHouse.com. 

at  users.erols.com/misfire/House/ )  Payton  usually 
works  on  her  computer  late  at  night  because  she 
spends  her  days  tending  to  her  14-year-old  son  with 
Down  syndrome.  "It's  been  very  difficult  for  me  most 
of  my  life  to  find  time  to  volunteer,"  she  savs. 

Payton  helps  out  online,  she  says,  because  "I 
remember  what  it  was  like  not  to  know  these  things 
and  how  frustrating  it  was.  So  if  you  can  pass  along  a 
little  information  to  people  that  helps  them,  it  makes 
you  feel  good." 

There  is  no  shortage  of  people  willing  to  freely 
give  their  time  to  their  favorite  sites,  and  certainly. 


companies  are  quick  to  reap  the  benefits.  Mindful  of 
the  legal  pitfalls,  executives  are  hiring  consultants  to 
show  them  new  ways  to  involve  volunteers  online 
without  incurring  liability.  Among  the  firms  filling  this 
need  are  Pensare,  Howard  Rheingold  Associates,  and 
Participate.com. 

0urHouse.com  is  sponsored  by  Ace  Hardware, 
which  has  hired  Participate.com  to  oversee  the 
community.  Participate.com  outsources  community  for 
50  clients,  including  IBM.  Cisco  Systems,  Microsoft 
Network,  and  Hewlett-Packard.  The  firm's  170  com- 
munity managers  work  at  Participate.com's  Chicago 
headquarters. 

Founded  in  1997,  Participate.com  sends  its 
employees  to  a  monthlong  "boot  camp,"  where  they 
learn  about  chat  tools  and  community  management 
techniques.  They're  also  trained  in  working  with 
what  the  company  calls  "hyperaffiliates,"  which  Joe 
Cothrel,  VP  of  research,  defines  as  "people  in  certain 
communities  who  step  forward  and  ask  to  participate 
at  a  higher  level" — in  other  words,  volunteers  like 
Judy  Payton. 

Cothrel  says  community  guidelines  make  it  clear 
to  site  visitors  that  volunteers  are  not  speaking  for 
companies.  That  independence  can  be  a  bonus,  he 
says:  "Companies  will  never  believe  that  one  of  their 
customers  will  come  to  their  defense  until  they  actu- 
ally see  it  on  their  site." 

Although  outsourcing  community  works  fine  for 
some  companies,  it  has  drawbacks.  Amy  Jo  Kim,  a 
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YOUR  BUSINESS  HPS  LEFT  THE  BUILDING. 


It  probably  comes  as  no  surprise  that  business 
is  getting  done  in  a  whole  new  way.  But  you 
might  not  be  ready  for  how  drastically  wireless 
technology  is  about  to  change  our  world.  Which 
means  that  you  need  the  right  partner  to  help 
solidify  your  strategy.  And  that's  where  we 
come  in.  As  a  leading  wireless  systems 
integration  firm,  we're  devoted  exclusively  to 
engineering  solutions  for  a  mobile  planet.  With 
senior  business  consultants  and  engineering 
technologists  who  understand  the  dizzying  world 
of  wireless  applications,  service  providers. 


devices  and  evolving  networks.  And  experience 
working  with  both  Fortune  1000  leaders  and 
major  Internet  infrastructure  companies.  For  our 
free  wireless  primer  or  more  information,  go  to 
www.steUcom.com/primer.  Or  call  1-888-554-2024. 
We'll  help  take  your  business  to  a  whole  new  place. 


s  t  e,  I  I  co  m 

engineering  the  way  the  world  works s* 
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hackers  deride  and  insist  they  don't  need.)  Still,  gripes  persisted: 
Sooner  or  later  the  bankers  would  subdue  Red  Hat's  generos- 
ity, the  code  would  soon  be  declared  private  property,  Red 
Hat  was  the  next  Microsoft... 

Red  Hat  wasn't  the  next  Microsoft,  though.  Along  with 
every  other  Linux-based  public  company,  Red  Hat's  stock 
plunged  amid  concerns  over  the  Open  Source  business  model 
and  whether  one  even  existed.  Further  aggravating  investors: 
the  specter  of  multimillion-dollar  lawsuits  from  angry  code 
contributors.  The  GPL  standards  regulating  Linux  Open  Source 
development  have  never  been  tested  in  court. 

"EYEBALLS"  —  USER-GENERATED  DATABASES 

Usenet  newsgroups,  a  loosely  affiliated  collection  of  an  esti- 
mated 50,000  Internet  message  boards,  have  been  grabbing 
eyeballs  on  the  Net  since  before  eyeballs  on  the  Net  possessed 
value.  The  boards  comprise  a  vast  database  of  opinions,  ans- 
wers, and  mini-articles,  all  provided  gratis  by  members  of  the 
Usenet  community.  Topics  include  virtually  everything:  how  to 
fix  a  broken  muffler,  reviews  of  Sony  Walkmans,  instructions 
on  how  to  build  a  pipe  bomb.  In  1999,  eyeballs  equaled  adver- 
tising equaled  a  monstrous  IPO,  and  so  began  Deja.com's  tortu- 
ous effort  to  monetize  Usenet. 

In  the  beginning,  in  1995,  there  was  Deja  News,  a  small 


software  company  that  archived  Usenet  boards  and  made 
them  searchable.  Starting  with  a  name  change  to  Deja.com  in 
May  1999,  the  company  changed  directions.  Management 
secured  venture  funding,  transitioned  the  site  to  a  "full-featured 
buyer's  portal"  and  filed  for  a  public  offering  on  the  dot-com- 
drunk  Nasdaq.  Deja  fashioned  itself  into  a  "before  you  buy" 
shopper's  destination,  hyping  its  "precision  buying  service" 
that  searched  the  Usenet  archives  for  consumer-generated 
reviews  of  products. 

Things  never  reached  that  point.  Deja.com  pulled  its  bid  for 
an  IPO,  laid  off  staff,  sold  its  buying  service  to  eBay-owned 
Half.com,  and  is  now  selling  the  Usenet  archives.  D.  Everett 
of  New  York  warned  on  a  message  board:  "I  never  posted  any- 
thing to  Usenet  expecting  that  a  third  party,  such  as  Deja  or 
Deja  News,  would  archive  and  then  SELL  my  words.  I  claim 
copyright  on  anything  I  may  have  EVER  posted  to  Usenet,  an 
Internet  discussion  forum  which  has  NEVER  had  a  central- 
ized 'authority.'  I  will  file  suit  against  any  profit-motivated 
sale  that  would  seek  to  violate  my  copyright  interest  in  ANY- 
THING I  have  posted  to  Usenet  over  the  last  15  years. 
Investors  take  note."  Others  just  want  the  database,  no  mat- 
ter who's  making  money  off  it.  "I  hope  Deja  News  continues 
to  exist,"  wrote  Dan  in  another  thread.  "It  contributes  to  the 
public  good  unlike  anything  else  I  use  on  the  Internet."  ■ 


community  strategist,  designer,  and  author  of  Com- 
munity Building  on  the  Web,  says  some  firms  choose 
to  outsource  community  for  a  while,  then  bring  it  back 
in-house  because  they  want  to  be  in  a  closer  relation- 
ship with  their  customers  and  want  to  control  how 
their  brands  are  presented  to  the  public.  Some  con- 
sulting firms  specialize  in  training  employees  to  man- 
age community  in-house 

Companies  are  also  hiring  paid  community  man- 
agers to  involve  volunteers  in  other  ways.  One  way. 
Kim  says,  is  a  "bottom-up"  model  that  allows  mem- 
bers as  an  aggregate  to  identify  the  best  content, 
allowing  it  to  rise  to  the  top. 

Other  companies  are  building  communities  that 
connect  partners,  suppliers,  and  third-partv  develop- 
ers. One  example  is  Hallmark's  Gold  Crown  Retailer 
Knowledge  Community,  developed  with  Pensare  in 
1999,  which  connects  Hallmark  with  its  independently 
owned  retailers,  who  learn  from  one  another's  suc- 
cess stories.  For  example,  one  retailer  passed  along 
his  discovery  that  customers  were  hesitant  to  use 
headphones  on  a  CD  display  for  sanitary  reasons.  The 
retailer  substituted  inexpensive  speakers  and  boosted 
his  CD  sales  by  30%  in  three  months. 

Jim  Cashel.  who  coedits  the  Online  Community 
Report  with  Dan  Shafer,  says  people  are  just  begin- 
ning to  understand  the  power  of  online  collaboration. 
He  points  out  that  there  has  been  great  progress 
throughout  history  in  one-to-one  communication  (writ- 
la.  'Juaqe,  telegraph,  telephone,  fax,  email),  and 
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DOG  DIALOGUE  Nellie  Vrolyk  and  her  poodle,  Daisy,  both 
"chat"  in  ThirdAge.com's  Pet  Connection. 


enormous  progress  in  one-to-many  communication 
(printing  press,  radio,  television,  Web),  but.  until 
recently,  there  hasn't  been  much  progress  in  many-to- 
many  communication. 

"Group  decisions  are  important  because  they 
affect  things  like  government,  schooling,  and 
jobs."  he  says.  "They've  been  limited  by  geography 
until  now  because  we've  relied  on  face-to-face 
communication.  Online  collaboration  now  removes 
geography.  That  means  that  whole  new  combina- 
tions can  collaborate  in  ways  that  were  completely 
unrealistic  before." 

According  to  Cashel.  "Some  of  these  collabora- 
tive efforts  involve  thousands  of  highly  skilled  individ- 
uals on  seven  continents  that  have  never  met  one 


another."  Examples  include  Open-Source  software,  the 
Linux  operating  system,  and  the  Open  Directory  Project 
a  large  search  engine  at  wwwdmoz  org  powered  by 
32,000  volunteer  editors.  At  www.ExpertsExchange. 
com,  technically  sophisticated  users  are  pooling  their 
expertise  to  build  a  collective  database  of  technical 
questions  and  answers. 

Most  online  volunteers  get  involved  for  much 
simpler  reasons  Nellie  Vrolyk  says  she  runs  bulletin 
boards  on  ThirdAge.com,  SeniorNet.com,  Buildercom. 
and  Medi-Smart.com  "just  for  the  fun  of  it."  The  soft- 
spoken  resident  of  Edmonton  in  Alberta,  Canada, 
spends  seven  hours  or  more  a  day  online,  including 
weekends  Her  black  miniature  poodle,  Daisy,  even 
"chats"  in  ThirdAge.com's  Pet  Connection  with  a  gray 
female  tabby  cat  named  Tooter. 

Vrolyk  has  a  degree  in  microbiology,  but  leg  prob- 
lems related  to  diabetes  forced  her  to  stop  working 
about  20  years  ago.  She  spent  most  of  her  life  taking 
care  of  her  six  younger  brothers  and  sisters  and  now 
lives  with  one  brother,  who  works  as  a  custodian.  Six 
years  ago.  at  age  50,  she  taught  herself  how  to  use  a 
computer.  She  was  one  of  42  SeniorNet  volunteer 
community  leaders  who  won  a  1999  Webby  Award 
for  community. 

Except  for  one  six-month  assignment  with  Plan- 
etRx.com,  Vrolyk  has  never  been  paid  for  online  host- 
ing. Her  motivation  is  simple:  "I  feel  like  I  have  a  real 
community  of  friends  online,"  she  says. 
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FASTER  THAN  A  SPEEDING  BUSINESS. 


E-State  Governor  Mike  Huckabee  will  be  the  first  to  tell  you  what  drives  today's 
businesses  —  it's  a  pro-business  climate  where  the  solutions  are  as  fast  as  the 
companies  that  thrive  in  Arkansas.  Where  the  Arkansas  Department  of  Economic 
Development  provides  cutting-edge,  online  tools  to  booming  companies 
like  Alltel  Communications,  giving  them  real-time  business  solutions,  not 
to  mention  a  constant  resource  of  qualified  workers.  And  where  cutting- 
edge  on-line  tools  like  whatajob.com  helped  them  become  one  of  the 
nation's  fastest  growing  companies.  To  learn  more  about  the  abundant 
tools  and  incentives  ready  and  waiting  to  help  relocate  or  expand 
your  business,  think  fast  and  call 

1-800-ARKANSAS.  Or  just  point  your  OARKANSAS 
browser  to  l-800-ARKANSAS.com.  A  natural  for  business 


REAL-TIME  BUSINESS  SOLUTIONS 


More  than  ever,  people  are  communicating  with  Cypress 


Powerful,  wireiess  handheld  computing. 

Moving  terabytes  of  data  across  a  global  network 

in  a  nanosecond.  The  tiny  semiconductor  makes  it  happen. 

The  Cypress  semiconductor. 


_r#  CYPRESS 

Driving  the  communications  revolul 


Cypress  and  the  Cypress  logo  ore  trademarks  of  Cypress  Semiconductor  Corporation. 
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MEAT  DEBONERS 
HELP  DEFINE  WORK  IN 
THE  21  st  CENTURY 
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ROBERT  GROVE 

ML  1984  irs  survey  found  3.4  million  U.S.  workers 
m  misclassified  as  independent  contractors  when 

IhhL   they  were  actually  employees.  This  oversight  cost 

m  $1.6  billion  in  lost  Social  Security  taxes  that  year. 
Employment  boundaries  now  have  been  stretched  even 
:her,  particularly  in  high  tech.  Today,  more  than  20  million 
rkers  are  part  of  a  "contingent"  workforce  that  still  hasn't 
n  correctly  classified. 

A.  recent  Government  Accounting  Office  study  concluded 
t  "employers  have  economic  incentives  to  misclassify  work- 
"  And  a  Department  of  Labor  report  notes  "the  possibil- 
of  exploitation  and  abuse"  in  flexible  workplace  arrange- 
its  and  questions  whether  present  laws,  some  predating  the 
ustrial  Revolution,  are  adequate  for  the  new  workplace. 
An  essential  "common  law"  test  to  determine  if  an  employer/ 
ployee  relationship  exists  stems  from  an  1887  case  in 
meapolis.  A  young  woman  was  struck  by  a  horse-drawn 
*er  Sewing  Machine  wagon.  She  sued  Singer,  but  the  com- 
iy  said  the  driver  was  a  commission-only  worker  and  not 
employee. 

U.S.  Supreme  Court  Justice  Horace  Gray  determined  that  an 
^loyer/employee  relationship  exists  "whenever  the  employer 
lins  the  right  to  direct  the  manner  in  which  the  business 
11  be  done,  as  well  as  the  result  to  be  accomplished."  The 
nion  has  been  upheld  and  cited  as  the  basis  for  numerous 
s  determining  employer/employee  relationships. 
'Once  there  is  an  economic  aspect  to  the  relationship,  it 
ghs  heavily  in  favor  of  workers  being  classified  as  employ- 
"  says  William  B.  Gould  IV,  former  chairman  of  the  National 
>or  Relations  Board.  He  notes  that  in  the  1985  case  of  Tony 
Susan  Alamo  Foundation  v.  the  Secretary  of  Labor,  "asso- 
:es"  volunteering  in  a  commercial  enterprise  run  by  the 
ndation  were  not  paid  in  cash  but  in  food,  clothing,  and 
Iter.  The  courts  ruled  that  because  there  was  an  eco- 
nic  exchange,  the  volunteers  were  actually  employees 
ler  the  Fair  Labor  Standards  Act. 

Professor  Peter  Cappelli  of  the  University  of  Pennsylvania's 


Wharton  School  of  Business  says  if  people  "are  doing  work  of 
value  to  the  company,  under  the  Fair  Labor  Standards  Act, 
they  have  to  be  paid." 

The  Fair  Labor  Standards  Act  is  Depression-era  legislation  that 
established  minimum  wage,  overtime,  and  child  labor  stan- 
dards. Its  criterion  for  determining  employment  status  for  the 
purposes  of  the  minimum  wage  law  is  called  the  "economic 
realities  test." 

In  a  1947  case  against  Rutherford  Food,  the  owners  of  a 
meat-processing  plant  contracted  out  the  deboning  operation 
done  inside  the  Rutherford  plant.  The  U.S.  Supreme  Court 
said  the  workers  were  clearly  employees.  The  "economic  real- 
ities" showed  that  what  this  group  of  people  was  doing  was 
part  of  an  integrated  enterprise. 

In  a  1987  case,  the  U.S.  Court  of  Appeals  in  Chicago  ruled 
on  a  dispute  involving  migrant  cucumber  pickers.  The  pickers 
were  paid  at  a  piece  rate.  The  farmer  who  hired  them  argued 
they  were  sole  proprietors  of  their  own  little  businesses.  The 
court  ruled  to  the  contrary,  saying  they  were  employees. 

The  National  Labor  Relations  Act,  established  as  part  of  the 
New  Deal,  guarantees  the  right  of  employees  to  organize  and 
bargain  collectively.  The  Supreme  Court  has  held  that  the  com- 
mon law  test  should  be  applied  in  determining  if  a  worker  is 
an  employee  or  independent  contractor  under  the  act. 

A  recent  case  looked  at  whether  graduate  students  at  New 
York  University  who  worked  part-time  as  teaching  assistants 
were  really  employees,  for  purposes  of  being  able  to  organize 
a  union.  The  university  benefited  from  their  labor,  but  its 
lawyers  argued  that,  in  exchange,  the  teaching  assistants  pre- 
sumably learned  something.  The  high  court  ruled  that  regard- 
less of  the  educational  element  involved,  because  the  teaching 
assistants  were  doing  work  of  economic  value  to  the  university, 
they  were  employees.  ■ 
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It  took  him 
five  years  to  build 
a  local  business. 
He's  taking  it  global 


With  the  Optical  Internet  Lucent 
is  creating,  a  business  knows  no 
boundaries.  We're  building  all-optical 
networks  that  are  four  times  faster 
than  today's-with  the  speed  and  capacity 
to  connect  local  markets  to  global 
markets.  So  businesses  large  and  small 
can  serve  new  customers  anywhere 
in  the  world.  Change  the  way  people 
communicate,  and  you  change  the  way 
they  do  business.  Lucent  Technologies. 
We  make  the  Internet  move  at  light-speed. 


Expect  great  thing 


X^hen 

Whill  King 

Scenes  from  inside  the  dot-com  tornado 

if      RODES      FISHBURNE     •     ILLUSTRATIONS     BY     BARRY  BLITT 


In  a  few  years  hence  those  who  neither  witnessed  nor  partook  of  this  excitement  can  scarcely 
credit  its  extent  and  those  who  did  will  very  likely  be  pained  by  its  remember ance." 

—  A  LETTER  FROM  ROBERT  EFFINGER  TO  HIS  BROTHER  DURING  THE  CALIFORNIA  GOLD  RUSH.  1848 


rHE  billboards  blinked.  It  was  that  time  of 
evening,  speeding  down  Highway  101,  when  the 
signs  on  the  side  of  the  road  whipped  past  like  a 
flip  book:  "You  shall  receive. ..24/7. ..Initial  Pub- 
lic Offering... Until  You  Burst. ..Totally  Free... 
w."  Hyper  thinking.  The  car  accelerated. 
In  years  to  come,  when  we  look  back,  it  will  be  hard  to 
lember  the  mania  as  it  was — or  even  the  order  in  which  it 
urred.  As  in  an  epic  love  affair,  time  was  lost,  chronology 
placed,  individual  events  fused  together  into  one  gigantic 
ney-freaked  carnival.  It  all  seemed  to  happen  at  once. 
The  clippings  of  aging  newsprint  will  precisely  tell  the  New 
>nomy  story  in  dollars  and  stock  options.  But  the  tale  of 
ney  alone  won't  capture  the  true  nature  of  this  whirling 
nia.  Tales  of  fortune  and  uncourted  luck  grow  stale  after 
ng  twice  told.  It  is  the  attitudes  and  ideas  and  behavior  that 
;er,  serving  as  signposts  in  this  strange  virtual  topography, 
linding  us  of  our  insatiable  capacity  to  believe  almost  any- 
lg  if  the  circumstances  are  ripe.  Looking  back,  we  will  likely 
:over  the  only  guiding  principle  during  the  Internet  boom 
>  the  fever — and  the  disorienting  belief  that  the  fever  itself 
;  the  future. 

ring  1999:  Nasdaq  high  2,652.05 

ey  meet  us  at  the  door,  five  of  them,  with  yo-yos  tied  to 
ir  fingers.  "We're  in  stealth  mode,"  says  the  leader  proudly, 
le  yo-yos  are  just  for  cover.  We  tell  everyone  we're  a  yo-yo 
npany."  The  rest  of  the  group  cracks  up. 
The  business,  called  Woosh,  is  housed  in  the  empty  shell 
m  old  Borland  building  in  Scotts  Valley,  California.  "Pretty 
i  spot,  huh?"  the  leader  says,  waving  to  the  surroundings. 
;  group,  composed  of  recent  dropouts  from  Stanford  Uni- 
sity,  leads  us  through  the  empty,  glass-walled  reception  area, 


past  the  Zen  meditation  garden,  to  a  patio  next  to  the  indoor 
swimming  pool.  An  angel  investor  thought  this  would  be  a 
good  place  for  them  to  concentrate  on  the  business. 

"What  we're  building  is  a..."  the  leader  freezes  and  then  turns 
to  the  rest  of  the  group.  "Should  I  tell  them?"  An  imperceptible 
signal  passes.  He  mrns  back  to  us.  "What  we're  building  is  a..." 
The  explanation  takes  90  minutes.  Something  about  linking 
small  businesses  to  Web  sites  using  back-end  software  that  will 
turn  all  the  inventory  into  zeros  and  ones.  Most  of  the  explana- 
tion is  incoherent  gibberish,  but  we  are  too  busy  nodding  along 
to  object.  The  looks  on  their  faces  are  those  of  true  believers. 
Finally,  in  frustration,  the  leader  draws  a  diagram  of  the  busi- 
ness on  a  piece  of  paper:  It  is  a  gigantic  asterisk. 

As  we  say  good-bye  in  the  lobby,  the  group  plays  with  yo- 
yos, joking  around  and  speaking  in  Star  Wars  dialogue.  "There 
is  no  try,  only  do,"  says  one  of  them  in  a  Yoda  voice. 

The  leader  opens  the  door  for  us.  The  back  of  his  T-shirt 
reads:  "Start-up.  Kick  butt.  Cash  out." 

To  leave  Stanford  University,  one  of  the  most  prestigious 
in  the  world,  you  don't  go  to  the  dean's  office  with  a  practiced 
story  and  parted  hair  to  explain  yourself.  You  go  to  the  cam- 
pus Web  site  and  click  the  button  that  reads,  "File  a  registra- 
tion annulment."  In  the  months  to  come,  the  brothers  at  Theta 
Delta  Chi  house  alone  would  quit  to  start  eight  companies. 

Fall  1999:  Nasdaq  high  3,937.30 

Bill  Burnham  stalks  the  stage  at  the  Pricewaterhouse- 
Coopers  conference  at  the  Millennium  Hotel  in  New  York  City. 
Recently  he  left  his  position  as  an  electronic  commerce  analyst 
at  Credit  Suisse  First  Boston  to  become  a  venture  capitalist  at 
Softbank.  He's  28  years  old.  "People  in  their  20s  and  30s  have 
a  lot  of  energy  and  a  lot  of  drive,"  he  says  almost  giddily. 
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WHIRL  WAS  KING 


"Working  for  a  startup  is  a  very  forgiving  environment. 
You  can  make  a  lot  of  mistakes  and  still  come  out  winning." 

He's  on  a  roll,  dispensing  wisdom  about  what 
it's  like  to  be  gripping  the  wheel.  Asked  why  young 
people  make  the  best  employees  for  Internet  startups, 
Burnham  turns  to  the  audience  and  shrugs,  "Because 
you  can  own  that  person  because  they  have  no  other 
responsibilities." 

Winter  1999:  Nasdaq  high  5,048.62 

Kathy,  a  middle-aged  business  development  manager 
at  an  e-commerce  company, 
begins  to  sleep  with  the  televi- 
sion on.  She's  made  so  much 
money  day  trading  put  and 
call  options  in  the  morning 
hours,  she  doesn't  want  to 
waste  time  turning  on  the  tele- 
vision. After  months  of  wak- 
ing to  the  split-panel  display, 
where  pasty  anchormen  ur- 
gently interview  analysts,  she 
finally  turns  her  television  off. 
But  a  residue  remains:  The 
pattern  of  the  stock  ticker  has 
burned  into  the  screen. 

Bob  Metcalfe,  inventor  of 
the  Ethernet  and  founder  of  3Com,  holds  court  at  a  pri- 
vate dinner  during  the  TED  (Technology,  Entertainment, 
and  Design)  conference  in  Monterey,  California. 

During  dessert,  Metcalfe  is  tapped  on  the  shoulder  by 
Sky  Dayton,  the  28-year-old  founder  of  Earthlink,  and 
steps  out  of  the  room.  He  returns  15  minutes  later  with  a 
quizzical  smile  on  his  face,  telling  his  dinner  companions, 
"I  had  to  explain  Metcalfe's  Law  to  the  young  blonde 
woman  who  was  with  Sky."  Then  he  asks,  "Who  is 
Courtney  Love?" 

Spring  2000:  Nasdaq  high  4,963.03 

"The  Internet  is  the  greatest  revolution  in  the  history  of 
the  world."  —  tim  draper,  the  new  york  times 

Five  young  men  race  down  the  corridor,  looking  for  a 
way  into  the  lecture  hall.  "This  place  is  packed,"  one  of 
them  yells  as  they  slide  to  a  stop  in  front  of  a  side  door. 
It's  locked.  They  knock.  A  woman  opens  the  door 
halfway  and  peeks  out.  "There's  a  little  room  here,  but 
you'll  have  to  sit  on  the  floor,"  she  says. 

The  heat  is  suffocating;  each  red,  sweaty  body  is  giv- 
ing off  enough  energy  to  power  a  lightbulb.  A  television 
cameraman  takes  up  most  of  the  space  at  the  top  of  the 
stairs.  The  Stanford  University  engineering  lecture  hall, 
banked  like  a  Pompeian  amphitheater,  steers  all  eyes  to 
the  table  clothed  in  regal  red  on  the  stage. 

Doug  Hofstadter,  professor  of  computer  science  at 
Indiana  University,  welcomes  everyone  to  the  Saturday 
afternoon  event.  He  is  breathless.  A  woman  in  the  fourth 
row  takes  notes  on  her  laptop  computer. 


The  purpose  of  the  symposium  is  to  answer  the  ques- 
tion, Will  spiritual  robots  replace  humanity  by  the  year 
2100?  "I  deliberately  did  not  include  among  my  panel  what 
I  would  call  naysayers,"  announces  Hofstadter.  "That  is, 
people  who  think  that  it  is  impossible  for  other  media, 
other  substrates,  to  support  consciousness  or  even  intel- 
ligence...! feel  that  this  is  a  question  of  shades  of  gray." 

Substrates? 

The  temperature  inside  is  approaching  80  degrees. 
A  young  man  with  a  ponytail  sits  on  the  floor  next 
to  the  cameraman  and  pulls  off  his  blue  T-shirt. 


He  holds  a  digital  recorder  in  front  of  him  like 
a  Geiger  counter. 

The  professor  continues:  "Animals  have  migrated  from 
the  sea  to  the  land.  Maybe  [they]  can  migrate  in  other 
ways....  The  original  title  that  I  made  for  this  conference 
was  'Who  Will  We  Be  in  2093.' " 

Ray  Kurzweil,  inventor  of  speech  recognition,  rises 
from  his  chair  to  enthusiastic  applause  to  suggest  that,  in 
the  future,  tiny  robots  called  nanobots  will  swim  around 
in  our  brains,  stimulate  our  emotions,  and  expand  our 
intelligence.  "If  the  nanobots  take  up  their  positions  by  all 
the  nerve  fibers  coming  through  all  of  our  senses,  they  can 
shut  off  the  senses  from  our  real  senses,  provide  the  sig- 
nals we  would  be  receiving  if  we  were  in  a  virtual  envi- 
ronment, and  therefore  provide  full  immersion  virtual 
reality  involving  all  of  the  senses,"  he  says. 

Eight  hundred  acolytes  exhale  hot  breath  at  once.  The 
temperature  rises.  The  shirtless  Stanford  student  next  to 
the  cameraman  takes  off  his  Birkenstocks  and  assumes 
the  lotus  position.  If  he  takes  off  his  shorts  next,  he  will 
be  naked:  Homo  sapiens  alfresco  nodding  along  as  other 
Homo  sapiens  talk  about  the  triumph  of  Homo  silicon. 

Bill  Joy,  chief  scientist  at  Sun  Microsystems,  takes 
center  stage:  "I  believe  genetic  engineering,  nanotech- 
nology,  and  robotics  can  bring  almost  unimaginable 
wealth.  They  can  cure  diseases,  they  can  end  poverty, 
they  can  end  the  need  for  work." 

But,  he  adds,  "We're  on  the  cusp  of  the  further 
perfection  of  extreme  evil  —  an  evil  whose  possibility 
spreads... to  a  surprising  and  terrible  empowerment  of 
extreme  individuals." 


After  months  of  waking  to  the 
split-panel  display,  where  pasty 
anchormen  urgently  interview 
analysts,  she  finally  turns  her 
television  off.  But  a  residue 
remains:  The  pattern  of  the  stock 
ticker  has  burned  into  the  screen. 
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he  heat  is  getting  worse.  People  shift  uncomfortably 
eir  seats.  Somewhere  in  the  back  is  the  thud  of  a  body 
ng  the  floor.  The  faithful  are  fainting.  A  woman 
ts  to  the  nine  computermen  below,  "Doctor!  Help!" 
v  faces  on  the  stage  turn  upward,  like  men  looking  up 
noise  during  a  championship  chess  game.  But  these 
rts  on  human  biology  are  Ph.D.s,  not  M.D.s. 
inaily,  an  intermission.  The  crowd  rushes  the  stage. 
■  stand  three  deep  around  Bill  Joy,  nodding  at  every- 
;  he  says.  A  woman  presses  her  card  into  his  hand 
asks,  "Do  you  consider  yourself  a  prophet?" 

imer  2000:  Nasdaq  high  4,274.67 

.OOKS  LIKE  A  TRAVELING  SALESMAN  who  has  lost 

amples  case.  Sitting  on  the  edge  of  a  pool  chair  in 
jack  courtyard  of  the  Hyatt  Rickeys  in  Palo 

is  John  Pankiw,  the  erstwhile  cofounder  of 
Shopper.com.  A  short  young  man  with  a  Ned 
ty  face,  his  black  dress  shirt  open  at  the  collar, 
rhrilled  to  be  in  the  heart  of  Silicon  Valley, 
ccording  to  his  earnest  but  crude  business 
,  John  wants  to  install  a  mobile  sales  force  in 
>  and  department  stores  all  over  America,  strap 
i  into  roller  blades  and  affix  bicycle  helmets 

Webcams  mounted  on  top  of  their  heads, 
i,  when  someone  in  northeast  Oregon  or  upper 
:an  or  midtown  London  wants  to  see  what 
mingdale's  in  New  York  City  has  going  in  men's 

shirts,  the  sales  assistant  can  wheel  over  to  the 

rack,  locate  the  clothing,  and  use  the  third  eye 
nd  the  product's  image  over  the  Internet. 
)hn  has  flown  in  from  Florida.  He's  never  been 
icon  Valley  before.  He's  never  written  a  business 

He's  never  met  a  Sand  Hill  Road  venture  capi- 
.  But  he's  not  concerned.  He  may  be  the  first  love 

of  the  millennium  born  of  the  union  between 
ledia  and  the  mythos  of  the  Internet  revolution. 
\nyone  who  reads  Wired  or  Red  Herring  or  any  mag- 
:  similar  to  that  gets  the  perspective  that  if  you  have 
ad  idea,  you  can  come  out  here  and  present  it,  and 
neone  likes  your  idea,  you  run  with  it,"  John  says. 
1  the  spring  of  2000,  he  and  CamShopper.com 
under  Julie  Spector  chanced  upon  a  late-night  report 
!NBC.  A  French  department  store  was  equipping  its 
loyees  to  skate  around  the  floor  with  Webcams 
hed  to  their  heads. 

[e  wrote  a  business  plan  and  started  collecting 
ss  of  potential  investors.  "I  put  together  a  long  list 
C  funds,  from  Accel  to  Benchmark  to  Greylock  to 
ler  Perkins — all  the  big  respectable  funds,"  he  says, 
or  10  days  now,  he  has  operated  out  of  his  hotel 
i,  making  phone  calls  to  the  firms  on  his  short  list, 
ding  more  than  $2,000.  He  wanted  to  hand  deliver 
msiness  plans  to  demonstrate  his  commitment — and 
vhat  the  legendary  Sand  Flill  Road  is  really  like.  "It's 
liful,"  he  says  of  the  undistinguished  office  buildings, 
ike  the  entrepreneurs  he's  read  about,  John  isn't 
•red  by  rejection.  After  getting  the  brush-off  from  a 
receptionist,  he  returns  to  his  rental  car  in  the  parking 


lot  and  psychs  himself  up  for  the  next  delivery.  After  drop- 
ping off  the  business  plans,  he  checks  out  of  room  2334  at 
the  Hyatt  Rickeys  and  flies  home  to  Sarasota,  Florida. 

In  summarizing  the  trip,  John  remembers  the  venture 
capitalists  he  spoke  with  on  the  phone  as  polite  and 
encouraging.  "They  thought  CamShopper  was  really 
interesting,"  he  says  excitedly.  "They  were  going  to  push 
it  up  in  front  of  their  pile.  Their  voices  on  the  phone 
sounded  genuine,  so  I  believed  them." 

Fall  2000:  Nasdaq  high  3,778.32 

"Can  you  hear  me?"  "Hello?"  "Can  you  hear  me?" 
"What's  that?  I  can't  hear  you!" 

The  four  people  standing  outside  the  conference  cen- 
ter, shouting  into  their  cell  phones,  are  in  a  pinch.  They 


desperately  need  to  call  the  office,  but  the  Sierra  Nevada 
mountains  are  in  the  way.  Ironic,  because  they  are  at  a 
conference  devoted  to  "connectivity." 

They've  come  by  Lexus,  Land  Rover,  and  limousine 
to  Lake  Tahoe,  California,  to  pay  homage  to  the  most 
influential  man  of  the  technology  age:  George  Gilder, 
host  of  the  Telecosm  conference. 

For  the  layman — the  used  car  salesman  who  subscribes 
to  Forbes,  or  the  high  school  econ  teacher — Gilder's  most 
important  asset  is  his  claim  to  understand  how  CDMA, 
DRAM,  RISC,  FLAG,  FTP,  SONET,  TDMA,  XML— not 
to  mention  Gaussian  noise,  gamma  rays,  Java  applets, 
thallium  lamps,  Token  rings,  wafer  fabs,  micromirror 
switches,  phonons,  fused  silica,  heterojunctions,  lumenif- 
erous  ether,  stimulated  Raman  shifting,  Rents  Rule,  prase- 
odymium, pump  lasers,  and  time/space  mollusks — actually 
work.  This  gives  him  an  advantage  not  only  over  the 
average  Joe  but  also  over  the  thousands  of  secretly  clue- 
less brand  managers,  investment  bankers,  journalists, 
and  venture  capitalists  working  in  Silicon  Valley. 

Just  as  important,  Gilder  has  made  a  lot  of  people  a 
lot  of  money.  His  newsletter  subscriber  base  has  jumped 
from  10,000  in  late  1997  to  65,000  today.  If  each  of 
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WHIRL  WAS  KING 


Gilder's  subscribers  is  investing  $10,000  in  a  Telecosm 
portfolio,  then  this  former  speechwriter  for  President 
Nixon  now  moves  $650  million  in  the  market.  That's 
nearly  two-thirds  of  a  billion  dollars,  all  riding  on  what 
George  uncovers  in  the  boiler  room  where  they  keep  the 
engineers  who  make  the  New  Economy  zoom. 

Inside  the  lobby  of  the  Squaw  Greek  Resort,  where  the 
number  of  cell  phone  holsters  is  higher  than  neckties,  a 
tall,  well-dressed  older  gentleman  with  sad  eyes  watches 
from  a  distance  as  the  Gilderites  move  around  a  large 
stone  monolith  toward  sessions  on  "The  Storewidth  Para- 
digm" and  "Wireless  Chips."  Gilder,  wearing  a  black-and- 
white  referee's  jersey  over  his  blue  dress  shirt,  sprints  past, 
eating  a  banana  and  talking  at  the  same  time,  on  his  way 
to  moderate  a  luncheon  discussion  called  "Cable  Modems." 


As  the  afternoon's  seminars  come  to  a  close,  three  men 
and  a  woman  linger  outside  of  the  Grand  Sierra  Ballroom 
to  compare  notes.  "I  don't  know  about  you  guys,  but  I 
didn't  understand  a  thing  in  that  last  session,"  says  one  man. 

"We  don't  really  need  to,"  another  replies.  "What's 
important  is  that  Gilder's  book  is  in  the  top  10  on  Ama- 
zon, and  this  will  all  keep  going." 

The  tall,  well-dressed  older  man  with  the  sad  eyes 
heads  for  the  lobby.  He  looks  like  Sumner  Redstone,  but 
what  would  he  be  doing  here?  So  familiar,  and  those 
world-weary  eyes  look  like  they'd  come  in  handy  during 
high-stakes  poker.  Who  is  that  guy? 

Charles  Keating  turns  to  his  companion,  an  attrac- 
tive woman,  and  shakes  his  head.  "Did  you  understand 
any  of  that?"  he  says. 


December  2000:  Nasdaq  high  2,930.99 

"James  Brown!"  calls  out  the  black  man  in  the  tuxed< 
standing  on  the  stage  of  San  Francisco's  Warfield  Theatre 
"JAMES  BROWN!"  shouts  back  the  audience. 
Suddenly,  on  stage,  there  he  stands,  in  a  dark  per 
former's  suit  and  his  famous  pompadour. 

The  dot-com  crowd  is  here,  wearing  basic  black 
Manolo  Blahnik  shoes,  and  Pashmina  scarves.  The  musii 
crowd  is  here,  too,  wearing  feather  coats,  top  hats,  cow 
boy  boots,  and  Levi's  jeans  with  Phish  decals.  And  th< 
suits,  a  half  dozen,  are  present,  mostly  talking  in  the  cor 
ner  on  tiny  metallic  cell  phones. 

Lots  of  "whassups"  float  around  the  room,  min 
gling  effortlessly  with  a  cloud  of  exhaled  cannabis, 
smell  Chanel...  I  smell  White  Diamonds ...  And  I  smel 
Mary  Jane  wan-na,"  rejoices  James  Brown  inti 
the  microphone. 

He  arcs  across  the  stage,  his  16-piece  bam 
launching  into  "Living  in  America,"  his  four  backuj 
singers  and  one  sex  bomb  acrobatic  neo-Laugh  h 
whirling  dervish  dancer  all  swinging  to  the  beat. 

James  Brown  has  made  a  career  of  perfect  tim 
ing.  He  knows  when  to  fall  to  the  floor,  exhausted 
and  when  to  rise  up  again  from  under  the  deat) 
cloak.  And  he  knows  when  to  get  the  check  for 
party  cohosted  by  an  Internet  company  calle< 
Musicbank,  which  hasn't  opened  its  Web  site  yet. 

A  pretty  young  thing  in  line  for  the  open  ba 
turns  to  her  friend  and  announces,  "I  just  took 
new  job."  Her  friend  raises  an  eyebrow.  "Yep,"  th 
first  girl  admits,  "a  dot-com." 

Behind  her,  on  the  floor,  a  yellow  balloon  bounce 
from  hand  to  extended  hand  through  the  pot  smok 
and  colored  flashing  lights.  Each  time  the  balloon  de 
scends,  it's  knocked  higher  by  friendly  hands.  Ont 
two,  three  times  it  bounces  around  the  room.  The  sixt 
time,  as  it  descends  upon  upraised  hands,  it  explode? 
The  music  doesn't  miss  a  beat.  People  quit  dancin 
and  just  jump  up  and  down  in  place  with  their  arm 
around  each  other's  shoulders.  The  floor  shivers.  G" 
stage,  James  Brown  swings  his  microphone  stand  oui 
then  snaps  it  back.  He  bows  from  the  waist  as  the  re 
velvet  curtain  suddenly  closes. 

The  shouting  begins  for  an  encore: 
"JAMES  BROWN!" 
"JAMES  BROWN!" 
It  spreads  across  the  floor,  past  the  bartenders,  an< 
upward  to  the  proscenium  and  into  the  mezzanine.  Th 
floor  crowd  chants,  the  balcony  chants. 
"JAMES  BROWN!" 

But  the  Godfather  of  Soul  is  gone.  For  this  crowc 
the  show  is  over. 


The  idea  has  often  occurred  to  me — as  to  what  this  superabundant  emigration  will  eventually  do.  Some  wil 
no  doubt  make  money  at  the  mines — others  at  speculations  of  various  kinds  will  amass  wealth  —  but  the  great  bod 
of  emigrants  must  inevitably  be  disappointed.  What  will  become  of  them?  A  great  many  are  already  returning.  Th 
steamers  are  now  as  much  crowded  on  their  downward  trips  as  they  were  formerly  going  up."      — robert  effinger.  i84( 
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The  world  doesn't  revolve  around 
But  we're  working  on  it. 


Consider  the  coming  do-every- 
thing-but-shine-your-shoes 
next-generation  mobile  phones. 
Mitsubishi  Electric's  contributions 
range  from  submarine  fiber-optic 
cables  and  encryption  algorithms 
to  system  LSI  and  intelligent 
CMOS  image  sensor  cameras. 
Because  we  know  the  network 
so  intimately,  we  are  able  to 
integrate  the  technologies  that 
allow  it  to  serve  you  best. 
I,  Armed  with  a  tiny  wireless 
handset  that  brings  you  e-mail, 
e-commerce,  video  files  and, 
oh  yes,  voice  connections,  you'll 
have  the  power  to  make  the 
world  come  to  you. 

"  tegrate.  You  communicate. 


Mobile  Phone 

Submarine  Fiber-Optic  Cabie 


1  m\  mu 

You  think  your  proposal  is  good. 


bur  coworkers  think  it's 
But  good  is  onl 


>s  thinks  it's  good.  And  it  is  good 


from  average.  And  great  is  all  the  way  uptown 


Forbes 


capitalist  tool    Never  settle 


Our  second  annual  list  of  the  best-managed, 
fastest-growing  technology  companies 

BY    CLINT  WILLIS 

mm  t's  easy  to  find  companies  with  triple-digit  sales  growth.  The 
I  trick  is  identifying  those  that  can  sustain  that  growth. 

This  second  annual  survey  of  the  fastest-growing  technology  compa- 
I  nies  sets  out  to  do  just  that.  The  result:  20  fast-growing  firms  that  are 
9B  most  likely  to  maintain  stellar  ramp  rates  during  the  coming  year. 

First,  a  recap:  Not  surprisingly,  last  year's  picks  took  a  major  hit  in 
the  market.  As  of  mid-December,  their  stock  prices  were  down  as  a 
group  about  55%.  But  in  terms  of  revenues,  they  did  even  better 
than  expected.  A  year  ago,  analysts  predicted  that  the  20  companies 
would  post  an  average  revenue  growth  rate  of  210%  for  their  current 
fiscal  years.  But  they  later  raised  their  estimates  to  an  average  of  395%. 

So  why  bother  with  a  new  list  of  ramp  champs?  Blame  the  law  of 
large  numbers:  The  bigger  you  get,  the  harder  it  is  to  sustain  high 
growth  rates.  That  alone  will  make  it  difficult  for  last  year's  winners  to 
keep  pace  during  the  coming  year  with  startups  and  other  small  fry  that 
start  from  a  tiny  sales  base.  Analysts  expect  the  20  picks  from  last  year 
to  show  (only!)  93%  revenue  growth  for  their  next  fiscal  years — not  bad, 
but  not  as  good  as  the  178%  average  estimate  for  our  new  ramp  champs. 

That  said,  two  of  last  year's  winners  managed  the  extraordinary 
achievement  of  making  this  year's  list  as  well:  Redback  Networks,  which 
moved  up  to  the  No.  1  spot  this  year  (see  story,  page  110),  and 
Juniper  Networks,  No.  20  last  year  and  No.  5  this  year. 


THE  TOP  20 


)nly  two  of  last  year's  champs  have  fallen  well  short  of 
estimated  growth  rates  that  got  them  on  our  original  list: 
rue  Software,  whose  revenues  were  hurt  by  a  sharp 
ine  in  spending  by  dot-com  clients,  and  WorldGate  Com- 
ications,  which  suffered  as  cable  companies  took  longer 
expected  to  sign  agreements  with  the  company. 
ts  we  did  last  year,  we  began  this  list  of  ramp  champs  by 
piling  a  list  of  the  100  technology,  telecommunications, 
biotech  companies  with  the  highest  estimated  sales  growth 
heir  current  fiscal  years  (see  entire  list,  page  109).  We  then 
;ht  out  more  than  300  analysts  to  help  us  rate  the  compa- 
on  four  subjective  factors.  After  adding  those  numbers  to 
her  figure  based  on  each  company's  growth  rate,  we  had 
10  fastest-growing  firms  that  achieved  high  scores  in  the 
wing  categories: 

Ianagement.  With  any  luck,  the  shakeout  among  the 
:om  and  other  technology  sectors  will  free  up  manage- 
t  talent.  Such  talent  is  crucial  when  a  firm's  sales  are 
ving  at  triple-digit  rates.  "A  lot  of  these  companies  are 
bling  their  employees  and  customers  every  year,"  says 
f  Hippie,  comanager  of  the  First  American  Technology 
i.  "A  seasoned  management  team  is  essential." 
inances.  A  year  ago,  people  were  lining  up  to  throw 
ey  at  fast-growing  technology  companies.  Now  Wall  Street 
ts  to  see  big  gross  margins,  healthy  cash  flow,  and  strong 
less  models.  "Ad  revenues,  page  views,  and  eyeballs  don't 
t  anymore,"  says  Hippie.  "Traditional  metrics  are  back." 
hat  doesn't  mean,  however,  that  people  insist  on  actual 
its  from  the  fastest-growing  companies.  But  analysts  and 
do  want  to  see  business  plans  that  seem  likely  to  pan  out 
e  next  few  years,  based  on  reasonable  market  projections 
competitive  factors. 

Iarket  opportunity.  This  year's  list,  like  last  year's,  is 
inated  by  companies  that  make  money  from  the  Internet, 
it  includes  newly  hot  niches  such  as  Internet  telephony 
ike  Communications)  and  content  encoding  (Loudeye 
inologies).  Once-hot  spaces  like  DSL  and  ASPs  are  cur- 
y  off  most  analysts'  maps. 

peaking  of  analysts,  bear  in  mind  that  these  guys  some- 
s  get  carried  away  about  the  potential  for  a  new  market, 
n  a  young  market  space  fizzles,  the  analysts  move  on  to 
next  one.  That's  one  reason  to  tread  cautiously  among 
<s  of  our  current  champs. 

Competitive  position.  There  is  less  competition  in  many 
cets  because  venture  capitalists  and  other  investors  screen 
narginal  companies.  But  that  also  means  the  competition  is 
e  of  sterner  stuff.  Companies  that  hope  to  sustain  rapid 
/th  must  fend  off  these  competitors  while  building  strong 
iers  to  entry,  like  blue-chip  customers  and  partners  as  well  as 
d  recognition,  to  keep  out  dangerous  newcomers. 
iS  noted,  nobody's  talking  much  about  profits  for  these  com- 
is — yet.  Only  four  of  the  20 — Redback  Networks,  Juniper 
vorks,  Verisign,  and  Art  Technology  Group — are  profitable, 
pared  to  two  last  year.  Makes  sense;  these  firms  are  spending 
ily  to  build  franchises  in  emerging  markets.  Still,  a  stumble 
d  knock  any  of  these  companies  off  the  high  wire,  which  is 
stock  picking  should  be  done  with  the  utmost  care  and  always 
an  eye  to  overinflated  price-to-earnings  ratios.  Nevertheless, 
10  have  a  good  chance  of  surviving  the  revenue  ramp. 


1 REDBACK  NETWORKS 
2000  FY  estimated  revenues:  $263.8  million 
2000  FY  estimated  revenue  growth:  310% 
2000  stock  market  performance:  -53% 
2001  FY  estimated  revenue  growth:  147% 
Redback  Networks'  products  help  information  move  faster 
on  the  Internet,  where  traffic  is  growing  tenfold  annually.  The 
technology  is  top-notch,  which  is  why  the  company's  blue- 
chip  customer  list  grew  by  70  names  in  one  recent  quarter.  (It 
already  includes  the  top  12  ISPs  and  each  of  the  Baby  Bells.) 
And  talk  about  ramp:  Analysts  figure  the  market  for  this 
so-called  New  Access  Network  (which  sits  between  the  local 
and  long-distance  part  of  the  network)  will  grow  to  $30  bil- 
lion by  2002  (see  full  story,  page  1 10). 


STORAGENETWORKS 

2000  FY  estimated  revenues:  $38.2  million 
2000  FY  estimated  revenue  growth:  506% 

2000  stock  market  performance:  -72% 

2001  FY  estimated  revenue  growth:  190% 


Corporate  America's  data  production  is  growing  at  about 
80%  a  year,  and  some  Internet  firms  are  doubling  digital 
data  every  six  months.  StorageNetworks  stores  and  manages 
data,  a  business  that  analysts  say  will  grow  from  $6  million 
(with  an  "m")  in  2000  to  $8.8  billion  (with  a  "b")  in  2003. 
That's  an  almost  incomprehensible  growth  rate  of  more  than 
1,000%  per  year. 

StorageNetworks  CEO  Peter  Bell  has  staked  out  the  early 
lead  in  the  race  to  grab  the  lion's  share  of  that  growth. 
His  firm  had  62  customers  at  the  end  of  June,  added  at  least 
70  by  the  end  of  2000,  and  should  add  about  220  more 
by  the  end  of  2001 — a  year  in  which  analysts  figure  revenues 
will  more  than  triple.  Investors  signaled  their  approval  at 
the  company's  June  IPO,  boosting  the  stock  from  $27  to 
$97.25 — a  260%  gain — on  its  opening  day.  The  share  price 
topped  $150  before  succumbing  to  the  general  malaise 
among  technology  stocks.  One  potential  cloud  remains: 
EMC,  the  storage  Goliath.  Still,  analysts  love  the  company's 
products  and  management  team,  and  in  a  market  growing 
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this  quickly,  StorageNetworks  should  have  little  trouble 
maintaining  its  momentum. 

3TR I  PATH  TECHNOLOGY 
2000  FY  estimated  revenues:  $8.5  million 
2000  FY  estimated  revenue  growth:  1,307% 
2000  stock  market  performance:  42% 
2001  FY  estimated  revenue  growth:  258% 
In  the  slowly  evolving  world  of  audio,  Tripath  did  the  seem- 
ingly impossible:  It  created  a  digital  amplifier  that's  much 
smaller  and  more  energy  efficient  than  any  before,  while  also 
providing  top-drawer  sound  at  a  low  price.  The  new  ampli- 
fiers are  used  in  everything  that  plays  sound,  from  CD  and 
DVD  players  to  home  theaters  and  car  stereos.  "They  com- 
pletely shattered  a  barrier,"  raves  one  analyst.  "People  have 
been  trying  to  do  this  for  a  long  time." 

The  company's  patent-protected  products  first  hit  the  mar- 
ket in  1999,  and  they've  already  helped  customers  such  as  Sony 
and  Matsushita.  Analysts  say  the  rest  of  the  industry  is  going  to 
have  to  buy  Tripath 's  amps  to  keep  up.  Meanwhile,  the  firm  is 
using  its  sizable  cash  cushion  to  develop  amplifiers  for  broad- 
band communications  and  cellular  phones.  The  upshot:  Rev- 
enues should  double  or  triple  annually  for  the  next  few  years. 


EVOKE  COMMUNICATIONS 

2000  FY  estimated  revenues:  $17.2  million 
2000  FY  estimated  revenue  growth:  646% 

2000  stock  market  performance:  -78% 

2001  FY  estimated  revenue  growth:  229% 


The  Internet  telephony  market  should  grow  24-fold  to  $12  bil- 
lion during  the  next  two  years.  But,  at  $35  billion,  the  overall 
business  communications  market  will  be  almost  three  times  as 
big.  Colorado-based  Evoke  Communications  means  to  stay  at 
the  center  of  that  growth  with  Internet-based  conferencing,  col- 
laboration, and  broadcasting  for  clients  ranging  from  the  sub- 
lime (Cisco,  Microsoft,  Intel)  to  the  ridiculous  (Jive/Zomba, 
the  label  for  the  Backstreet  Boys  and  Britnev  Spears).  Better  yet, 
the  company  recently  entered  the  wireless  world  with  a  new 
service  that  lets  users  control  Internet-based  audio  and  video 
conferences  from  handheld  devices.  Still,  our  favorite  Evoke 
service  is  talking  email.  Or  is  it  our  least  favorite? 


JUNIPER  NETWORKS 

2000  FY  estimated  revenues:  $634  million 
2000  FY  estimated  revenue  growth:  518% 

2000  stock  market  performance:  122% 

2001  FY  estimated  revenue  growth:  109% 


Nobody  told  Juniper  that  the  tech  bubble  popped:  The  com- 
pany's stock  gained  122%  last  year,  even  as  the  Nasdaq  lost 
39%.  Juniper's  P/E  ratio  on  2001  earnings  estimates  is  132. 
Clearly,  these  guys  are  still  partying  like  it's  1999. 

The  reason:  Juniper  may  be  the  most  impressive  tech  com- 
pany since  Cisco,  which  just  happens  to  be  its  competition. 
CEO  Scott  Kriens  and  CTO  (and  former  Xerox  PARC  princi- 
pal scientist)  Pradeep  Sindhu  have  stormed  into  the  high-end 
router  marker— once  Cisco's  exclusive  fiefdom — to  steal  an 
estimated  27%  market  share  from  the  networking  Goliath. 
And  they  did  it  in  just  two  years. 

Financial  results  have  been  equally  impressive.  Last  fall, 


while  other  tech  firms  reported  weak  sales,  Juniper  boosted  it 
2000  revenue  estimate  by  21%.  And  there's  no  end  in  sight 
The  high-end  router  market  is  expected  to  grow  roughly  75°A 
annually  through  2003,  and  analysts  expect  Juniper  to  com 
tinue  eating  Cisco's  lunch  in  that  market.  "Juniper's  product! 
are  just  head  and  shoulders  above  Cisco's,"  says  one  analyst. 


VERISIGN 

2000  FY  estimated  revenues:  $445  million 
2000  FY  estimated  revenue  growth:  425% 

2000  stock  market  performance:  -61% 

2001  FY  estimated  revenue  growth:  114% 


Some  40  million  companies  will  set  up  shop  on  the  Internet  b) 
2005.  Most  of  them  will  need  help.  Verisign  is  ready,  thanks  tc 
its  $15  billion  acquisition  in  March  2000  of  Network  Solutions 
Verisign  made  its  name  with  sophisticated  encryption  product! 
for  tasks  such  as  protecting  email  and  online  payments.  The 
company's  client  list  includes  just  about  everybody  who's  any- 
body in  corporate  America.  "Verisign  has  been  around,  anc 
people  trust  them,"  says  one  analyst.  "That's  pretty  important 
when  you're  talking  about  security-related  products." 

The  acquisition  of  Network  Solutions  gives  Verisign  a 
great  opportunity  to  leverage  its  reputation  across  a  range  oi 
services.  The  company  now  can  offer  bundled  Internet  pack- 
ages with  just  about  everything  customers  need  to  get  a  Web 
site  up  and  running,  from  registering  a  domain  name  to  making 
sure  credit  card  transactions  get  processed. 

7DOCENT 
2000  FY  estimated  revenues:  $9.9  million 
2000  FY  estimated  revenue  growth:  1,152% 
2000  stock  market  performance:  -52% 
2001  FY  estimated  revenue  growth:  301% 
Even  in  the  Internet  age,  90%  of  corporate  training  still  takes 
place  in  a  classroom.  E-learning  company  Docent  hopes  to 
modernize  corporate  learning  by  offering  soup-to-nuts  online 
training  programs.  The  company's  learning  management  sys- 
tem offers  a  more  customized  alternative  to  the  cookie-cutter 
e-learning  solutions  offered  by  many  application  service 
providers.  That's  helped  Docent  sign  up  more  than  110  com- 
panies, including  Nike  and  Hewlett-Packard. 

All  that  makes  the  firm  the  early  leader  in  the  burgeoning 
$1.2  billion  e-learning  market,  which  should  hit  nearly  $14 
billion  by  2003.  (One  analyst  says  e-learning  classes  are  "on 
the  verge  of  an  explosion.")  Half  of  Docent's  bids  for  business 
face  no  competition,  and  the  company  wins  most  of  its  head- 
to-head  contests  for  customers. 

Analysts  figure  that  Docent  wall  keep  ramping  as  long  as  cor- 
porate America  continues  to  ramp  up  its  own  investment  in  edu- 
cation, a  pretty  safe  bet.  Management  guru  W.  Edwards  Deming 
says  it  best:  "Learning  is  not  compulsory,  but  neither  is  survival." 

8 AETHER  SYSTEMS 
2000  FY  estimated  revenues:  $43  million 
2000  FY  estimated  revenue  growth:  581% 
2000  stock  market  performance:  -45% 
2001  FY  estimated  revenue  growth:  132% 
Analysts  predict  that  by  2005,  three  out  of  every  five  Ameri- 
cans will  use  handheld  smart  devices,  from  computers  to  cell 
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3U  HAY  NOT  KNOW  WHY  CUSTOHERS  BUY  THINGS, 

BUT  NOW  YOU  CAN  PREDICT  WHAT  THEY'LL  BUY  NEXT . 
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The  Quadstone  System  is  unique,  powerful  software  that  lets  marketers  predict  customer  purchases 
by  identifying  hidden  behavior.  It  combines  information  from  all  channels  of  the  enterprise  —  including 
the  Web  —  to  provide  complete,  highly  visual  models  for  taking  targeted 
action  in  real  time.  The  Quadstone  System  has  been  proven  at  leading 
global  companies.  Featuring  an  open  architecture,  it  can  be 
implemented  within  a  week  and  deliver  results  in  minutes. 
Call  us  at  1-800-821-8031  or  visit  www.quadstone.com 
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phones  to  PDAs.  And  virtually  all  of  those  devices  will  access 
the  Internet.  But  how  will  those  gadgets  communicate  across 
platforms  and  operating  systems?  Aether  CEO  David  Oros 
thinks  he  has  the  answer:  He  aims  to  make  Aether  Instant 
Messenger  the  standard  in  the  wireless  data  services  and  solu- 
tions market. 

Aether  has  its  work  cut  out  for  it  as  big  boys  such  as  IBM 
and  HDS  enter  the  fray.  But  no  one  is  betting  against  Aether 
yet.  Backed  by  blue-chip  clients  that  include  Charles  Schwab, 
Microsoft,  and  Visa,  Aether  is  tapping  its  war  chest  of  $1  bil- 
lion to  enter  new  markets  such  as  education,  transportation 
logistics,  and  sales-force  automation.  One  recent  acquisition: 
Sunpro,  whose  products,  among  other  things,  let  emergency 
workers  such  as  firefighters  access  blueprints  of  a  burning 
building.  If  this  keeps  up,  we'll  all  be  breathing  Aether,  which, 
by  the  way,  is  Greek  for  "air  of  the  gods." 

9NIKU 
2001  FY  estimated  revenues:  $59  million 
2001  FY  estimated  revenue  growth:  625% 
2000  stock  market  performance:  -92% 
2002  FY  estimated  revenue  growth:  211% 
In  this  age  of  telecommuters  and  far-flung  branch  offices, 
Niku's  software  helps  employees  collaborate  more  efficiently, 
cut  and  paste  between  programs,  manage  their  time,  set  goals, 
automate  invoicing  and  billing — you  get  the  idea. 

But  what  has  analysts  cheering  is  Niku's  flexible  approach 
to  its  fast-growing  customer  base.  "Niku  doesn't  try  to  jam 
one  solution  into  every  industry,"  says  one  fan.  "They  cus- 
tomize solutions  to  each  market."  That's  no  small  feat  when 
you  consider  that  Niku  sells  to  industries  as  diverse  as  infor- 
mation technology  services,  financial  services,  advertising, 
and  engineering.  With  customers  like  Cisco,  Computer  Asso- 
ciates, and  Verizon  Wireless,  the  company  dominates  half  of 
its  market  and  is  twice  as  big  as  its  nearest  competitor.  Niku 
also  holds  some  $200  million  in  cash,  and  there's  more  where 
that  came  from:  Gross  margins  are  70%.  Look  for  Niku  to 
show  a  profit  by  this  time  next  year. 

^  AKAMAI  TECHNOLOGIES 

mm    M  M    2000  FY  estimated  revenues:  $83.9  million 
I    2000  FY  estimated  revenue  growth:  2.007% 
■  V    2000  stock  market  performance:  -93% 

2001  FY  estimated  revenue  growth:  151% 
Think  of  Akamai  as  a  decongestant  for  the  Web.  The  com- 
pany puts  memory-intensive  features  like  video  clips  from 
sites  such  as  Yahoo  and  CNN  on  its  global  network  of  more 
than  6,000  servers.  When  Web  surfers  download  video  from 
one  of  those  sites,  Akamai  finds  the  closest  server  and  delivers 
the  clip  from  it,  thus  helping  unclog  the  Net.  One  result  is 
that  Web  sites  can  offer  lots  of  cool  stuff  that  would  other- 
wise cripple  their  own  servers  during  periods  of  high  usage, 
making  those  sites  up  to  10  times  faster.  No  wonder  Akamai's 
quarterly  income  numbers  grow  and  grow  and  grow. 

The  firm  faces  competition  from  telcos,  ISPs,  and  peers  like 
Digital  Island.  But  analysts  count  on  further  stratospheric 
growth  as  Akamai  expands  into  more  complex  (read:  pricier) 
services  such  as  video  streaming,  ad  customization,  and  the 
booming  storage  services  market. 


UINTERNAP  NETWORK  SERVICES 
•2000  FY  estimated  revenues:  $68.7  million 
2000  FY  estimated  revenue  growth:  450% 
2000  stock  market  performance:  —91% 
2001  FY  estimated  revenue  growth:  200% 
InterNAP  is  no  snoozer.  The 
biggest  IPO  to  come  out  of 
Washington  state  in  the  ban- 
ner year  of  1999,  the  company 
sells  high-performance  Inter- 
net connectivity.  The  tech- 
nology helps  companies  send 
data  over  the  Internet  by  the 
fastest,  most  direct  path,  in 
effect  providing  a  speedy 
commuter  lane  for  the  stop- 
and-go  information  super- 
highway. "They're  addressing 
a  huge  problem,  and  they're 
doing  it  with  the  absolute  best 
technology  and  management,"  gushes  one  analyst. 

InterNAP's  patented  technology,  developed  by  networking 
pioneer  and  company  cofounder  Chris  Wheeler,  has  helped 
the  firm  attract  more  than  540  customers,  including  somel 
of  the  Net's  most  heavily  trafficked  sites,  like  Amazon.com. 
The  company  could  easily  become  the  leader  in  global! 
data  services,  a  market  estimated  to  reach  $800  billion  by  I 
2010.  As  one  analyst  puts  it,  "InterNAP  is  so  much  better! 
than  anyone  else." 

^  INTERWOVEN 

mm    2000  FY  estimated  revenues:  $107  million 
m    2000  FY  estimated  revenue  growth:  537% 
W      2000  stock  market  performance:  8% 
mmm    2001  FY  estimated  revenue  growth:  90% 
While  the  backers  of  many  technology  companies  are  backing 
out,  cash  is  a  nonissue  for  this  5-year-old  company.  Interwo- 
ven provides  Web  content  management  software,  a  poten- 
tially huge  business  that  is  growing  80%  annually.  "Investors 
are  dying  to  pony  up  money  for  these  guys,"  says  one  analyst. 
"Rarely  will  you  find  an  emerging  industry  where  the  leader 
is  so  clearly  defined.  They're  really  the  only  player  in  true 
Web  content  management." 

Interwoven  is  connected  on  just  about  every  level.  The 
firm's  200  customers  include  luminaries  such  as  Boeing, 
Cisco,  and  GE.  Management  hails  from  places  like  Sun| 
Microsystems,  Oracle,  IBM,  and  Microsoft.  And  CEO  Mar- 
tin Brauns  has  inked  deals  with  such  partners  as  BroadVision, 
Microsoft,  Art  Technology  Group  (another  of  our  Ramp  20), 
BEA  Systems,  and  Adobe.  Next  step:  formatting  content  for 
all  types  of  delivery,  including  wireless. 

LOU  DE  YE  TECHNOLOGIES 

nM   m  V    2000  FY  estimated  revenues:  $12  million 
2000  FY  estimated  revenue  growth:  344% 
I        ■    2000  stock  market  performance:  -92% 
mm\mr    2001  FY  estimated  revenue  growth:  111% 
More  than  30  million  Americans  have  used  streaming  audio 
and  video.  But  we  ain't  seen  nothing  yet:  One  in  three  Internet 
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Time  to  Take  Control. 


your  technology  isn't  working,  you're  not  in 
I.  And  when  you're  not  in  control,  you  can't  execute 
gy.  But  now  you  can  eliminate  the  distractions  and 
on  strategy.  The  power  of  Cognification  makes  it 
le.  Stop  being  frustrated  and  start  taking  control. 


cog»ni»fy  /k5g'-nT-fTV  v.  — ied.  1 .  To  transform  chaos  into  order 
2.  To  synchronize  technology  with  the  needs  of  the  business  or 
organization  3.  To  take  control  of  the  technology  platform  4.  To 
remove  technological  distractions  that  prevent  execution  of  strat- 
egy. [<codify.  to  arrange  or  systematize!  -  Cog'ni«fi»ca'-tion  n. 


Software  Manager.,  ant 


IN  MORE  ABOUT  COGNET'S  PROPRIETARY  PROCESS,  COGNIFICATION,  CALL  1 .866.COGNIFY  TOLL  FREE  OR  VISIT  WWW.COGNET.CQM 
by  C.E.  Unterberg,  Towbin  and  SI  Ventures,  a  GartnerGroup  affiliate. 
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users  will  have  broadband  access  capable  of  supporting 
streaming  audio  and  video  by  next  year. 

Before  anything  can  be  streamed,  it  needs  to  be  encoded, 
which  is  where  Loudeye  comes  in.  Loudeye  translates  audio 
and  video  content  from  CDs,  videos,  radio,  and  television 
into  Internet-friendly  formats.  The  company  boasts  more 
than  500  customers,  including  media  giants  BMG  Music, 
EMI,  Sony,  and  Universal  Music  Group.  Expect  more  compa- 
nies to  hop  on  board  as  record,  movie,  and  television  studios 
move  their  business  to  the  Net.  But  that's  just  a  start:  Loudeye 
also  provides  a  way  to  edit  and  manage  encoded  digital  con- 
tent. Meanwhile,  the  firm's  Media  Syndicator,  a  B2B  applica- 
tion that  will  let  music  companies  and  the  like  sell  their 
streaming  media,  should  add  beaucoup  bucks  going  forward. 

M CENTILLIUM  COMMUNICATIONS 
2000  FY  estimated  revenues:  $50.2  million 
2000  FY  estimated  revenue  growth:  1,256% 
2000  stock  market  performance:  -2% 
2001  FY  estimated  revenue  growth:  133% 
For  most  of  its  four  years,  Centillium  has  generated  phenom- 
enal growth  by  providing  chip  sets  that  enable  DSL.  That 
DSL  gravy  train  went  dry  last  autumn,  however:  Centillium 
stock  fell  78%  in  one  month  after  DSL  companies  Copper 
Mountain  Networks  and  Covad  Communications  announced 
slower-than-anticipated  deployment,  forcing  2000's  No.  2 
firm,  Covad,  off  this  year's  list.  Investors'  logic:  Slower  DSL 
growth  means  less  demand  for  Centillium's  products. 

But  analysts  point  out  that  this  company  is  no  one-trick 
pony.  They  fawn  over  CEO  Faraj  Aalaei  and  his  decision  to 
expand  Centillium  into  two  new  markets:  chips  that  allow 
voice  to  travel  over  data  networks  and  chips  that  enable 
home  networking.  Those  two  markets  are  booming,  and 
that's  why  analysts  give  Centillium  a  50%  estimated  com- 
pound annualized  growth  rate  for  the  next  five  years. 

NEOFORMA 

2000  FY  estimated  revenues:  $9.1  million 
2000  FY  estimated  revenue  growth:  807% 

2000  stock  market  performance:  -98% 

2001  FY  estimated  revenue  growth:  396% 
Neoforma  uses  the  Net  to  link  buyers  and  sellers  of  medical 
products.  Yet  another  entrant  in  the  crowded  B2B  space?  Not 
quite.  Consider  this:  One  analyst  pegs  the  company's  market 
opportunity  at  more  than  $100  billion,  and  CEO  Bob  Zollars 
has  the  connections  to  tap  that  market.  He  has  spent  20  years 
in  the  industry,  the  last  two  at  Cardinal  Health  (the  second- 
largest  U.S.  wholesaler  of  pharmaceuticals  and  hospital  sup- 
plies). Witness  the  exclusive  10-year  deal  to  run  e-commerce 
operations  for  Novation,  the  largest  group-purchasing  organ- 
ization in  the  health  care  industry.  The  pair  signed  up  235 
hospitals  and  suppliers  between  August  and  December,  a 
number  that  shouid  accelerate  rapidly  as  an  estimated  half  of 
all  medical  equipment  sales  move  online  by  2003. 

Those  facts  didn't  matter  last  year  to  investors,  who  sliced 
roughly  90%  off  Neoforma's  market  c,  in  the  wake  of  the 
B2B  fallout.  "Investors  set  their  expectations  way  too  high," 
says  one  analyst.  "But  the  fact  remains  that  Neoforma  is  in 
the  best  position  to  dominate  its  market.'" 
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LIVEPERSON 

2000  FY  estimated  revenues:  $6.3  million 
2000  FY  estimated  revenue  growth:  865% 

2000  stock  market  performance:  -88% 

2001  FY  estimated  revenue  growth:  333% 

If  you're  looking  for  glamorous,  look  elsewhere.  LivePerson'^ 
flagship  product,  LivePerson  Chat,  lets  small  and  midsize) 
businesses  link  customer  service  representatives  with  cus-^ 
tomers  over  the  Net  in  real  time,  so  you  can  ask  if  they  have 
that  angora  sweater  in  a  different  color  without  picking  up 
the  phone.  Cost:  around  $350  per  month,  which  puts  it  in 
reach  of  the  small  business  market. 

How  good  is  that  news?  The  number  of  small  businesses 
selling  over  the  Internet  is  expected  to  grow  roughly  50%i 
each  year  until  2003.  And  the  customer  communications  soft- 
ware market  is  expected  to  grow  from  $11  billion  in  1998  to 
$43  billion  in  2003. 


estimated  revenues:  $14.9  million 
estimated  revenue  growth:  251% 
ick  market  performance:  -69% 
estimated  revenue  growth:  282% 


Any  marathoner  will  tell  you  that  the  last  mile  is  the  hardest., 
The  same  can  be  said  for  broadband  access.  Vyyo's  point- 
to-multipoint  technology  widens  that  last  stretch  of  pipe,, 
using  wireless  technology  to  increase  bandwidth  to  homesi 
and  businesses. 

The  wireless  equipment  market  is  expected  to  grow  toi 
more  than  $3  billion  in  2003,  up  from  less  than  $1  billion  ini 
1999.  Vyyo's  done  a  good  job  locating  the  sweet  spots,, 
aggressively  targeting  long-distance  carriers  such  as  Sprint,, 
which  have  to  pay  exorbitant  fees  to  rent  copper  from  local! 
phone  carriers.  Vyyo  is  also  moving  into  international 
markets  such  as  China  and  Korea,  whose  dodgy  wired  infra- 
structures create  perfect  environments  for  Vyyo.  While 
competition  is  cutthroat,  The  Street  is  betting  on  Vyyo'si 
management.  Founder  Davidi  Gilo  successfully  built  and  sold 
two  companies,  one  of  which  (DSP  Communications)  wasi 
bought  by  Intel  for  more  than  $1  billion.  Looks  like  he's 
heading  for  a  hat  trick. 

ART  TECHNOLOGY  GROUP 

2000  FY  estimated  revenues:  $145.3  million 
2000  FY  estimated  revenue  growth:  353% 

2000  stock  market  performance:  -52% 

2001  FY  estimated  revenue  growth:  98% 

Look  out,  Web  designers:  ATG  may  make  you  superfluous. 
The  company's  Dynamo  software  makes  it  easy  for  even 
the  dummies  in  marketing  to  tailor  Web  sites  to  a  cus- 
tomer's buying  history  and  interests.  ATG's  Luddite- 
friendly  technology  is  a  big  reason  companies  such  as 
General  Motors,  American  Airlines,  Procter  &  Gamble, 
and  AT&T  have  bought  the  software  and  the  services  that 
come  with  it. 

Some  analysts  worry  that  ATG  will  be  elbowed 
aside  by  bigger  rivals  BroadVision  and  Vignette,  which 
also  sell  sales  and  marketing  software  for  Internet 
customer-relations  management,  a  market  that  should  triple 
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to  $4.5  bil!io:i  by  2004,  according  to  IDC.  But  most  think 
Dynamo's  flexibility  (the  software  is  written  in  Java,  making 
it  compatible  with  any  computer  system)  gives  ATG  an 
edge.  The  bulls  are  also  encouraged  by  Dynamo's  surge  in 
popularity  among  software  integrators.  "It's  becoming  a 
cult,"  says  one  analyst. 

Revenues  aren't  the  only  thing  expected  to  grow  fast  at 
ATG.  Earnings  should  shoot  up  176%  next  year,  from  18 
cents  per  share  in  2000  to  48  cents  per  share  in  2001.  W  ho 
says  art  doesn't  pay? 

^  WEBEX 

M  M    2000  FY  estimated  revenues:  $22.4  million 
^Ll    2000  FY  estimated  revenue  growth:  676% 
■    2000  stock  market  performance:  -36% 
mm  %J     2001  FY  estimated  revenue  growth:  206% 
RuPaul  is  not  only  Webex's  spokesperson;  she's  also  a 
user.  America's  favorite  drag  queen  uses  Webex  software 
to  consult  with  her  (or  is  it  his?)  stylists  in  New  York. 
But  while  RuPaul's  image  may  be  all  about  fun,  Webex 
means  business.  The  firm's  high-end  Web  collaboration 
software  allows  corporate  users  in  different  locations 
to  meet  online.  They  can  hold  phone  conferences  over 
the  Internet,  share  documents  and  videos,  and  make 
changes  on  each  other's  desktops.  Impressed?  So  are  some 
1,800  customers,  including  the  likes  of  Toyota,  ATcvT, 
and  Oracle. 

Analysts  predict  that  the  market  for  Web-based  collabora- 
tive software  and  services  will  grow  from  around  S14.5  bil- 
lion in  1999  to  $42.8  billion  by  2003.  Despite  competition 
from  Evoke  (Ramp  Champ  No.  4),  analysts  agree  that  Webex 
is  the  undisputed  champion  in  the  high-end  market.  "Bottom 
line:  Webex  makes  business  communications  more  efficient," 
says  one  analyst.  "Businesses  are  willing  to  pay  a  premium 
for  that." 

jpto  NETRO 

mm  U  M    2000  FY  estimated  revenues:  $73  million 

m    I  I    2000  ^  estimated  revenue  growth:  302% 
J     ■  I    2000  stock  market  performance:  -86% 
HI  2001  FY  estimated  revenue  growth:  181% 

The  sky's  the  limit  for  Netro.  The  company's  wireless 
broadband  technology  helps  speed  voice  and  data  to  cus- 
tomers. Big  players  such  as  Cisco  and  Nokia  are  making 
Netro  part  of  their  wireless  networks,  and  so  are  smaller 
service  providers  eager  to  break  into  the  communications 
game  without  laying  cable.  The  company  also  has  a  lead- 
ing position  in  the  progressive  European  fixed-wireless 
market,  which  analvsts  say  will  grow  tremendously  in 
the  next  year.  Look  for  revenues  to  ramp  as  Netro  boosts 
its  presence  in  the  United  States  and  Latin  American  and 
Asian  markets. 

What's  more,  the  firm's  technology  can't  be  beat — at 
least  not  by  companies  like  Cisco  and  Motorola,  which 
dumped  their  own  wireless  broadband  products  to  carry 
Netro's.  Analysts  predict  that  Netro's  products  will  help  the 
company  garner  a  sizable  chunk  of  the  wireless  broadband 
services  market,  which  should  grow  from  $1.5  billion  to 
$7.4  billion  bv  2003.  ■ 


THE  BIG  10 

BY    CLINT  WILLIS 

They  got  big  (average  estimated  sales  of 

$5.2  billion)  by  growing  fast  (average  estimated 

revenue  growth:  111%).  Can  they  keep  it  up? 

When  it  comes  to  ramp  rates,  size  matters:  Rapid! 
growth  inevitably  leads  to  slower  growth.  Five  years! 
ago,  Nextel  Communications  added  sales  of  $225  mil-) 
lion  to  double  its  revenues;  now  it  would  need  to  come  up  with) 
around  S5.1  billion  in  new  sales  to  generate  100%  sales  growth,  j 
However,  some  giants  are  more  nimble  than  others.  The  10 
compames  profiled  below  are  the  fastest-growing  technology  firms  I 
with  fiscal  year  revenues  of  $2  billion  or  more  as  of  November  11. 
They  all  began  their  most  recent  fiscal  years  as  hefty  companies) 
but  still  managed  to  post  sales  gains  ranging  from  52%  to  385%.  \ 
Now,  of  course,  these  10  firms  are  even  bigger,  and  their1 
task  is  more  difficult.  Can  they  maintain  their  current  growth  I 
rate  for  the  next  year  or  so?  The  answers,  according  to  a  slewi 
of  analysts  we  asked:  Four  can;  six  probably  won't. 


Legend: 

THUMBS-UP  means  a  firm  can  roughly  maintain  its  cur- 
rent sales  growth  rate  for  at  least  another  year  or  so. 

W  THUMBS-DOWN  means  a  firm's  ramp  rate  probably  will| 

tail  off  soon. 


1 ADVANCED  MICRO  DEVICES 
2000  FY  estimated  revenues:  $4.8  billion 
2000  FY  estimated  revenue  growth:  68% 
2001  FY  estimated  revenue  growth:  21% 
Perennial  also-ran  AMD  turned  up  the  heat  in  2000  and  gave 
Intel  some  first-degree  burns.  The  chipmaker  beat  Intel  to  mar- 
ket with  faster  processors  twice — first  in  February  1999  with 
its  850-megahertz  chip,  then  a  month  later  with  the  1 -gigahertz 
I  GHz)  Athlon.  Meanwhile,  the  house  that  Grove  built  under- 
estimated demand  for  the  first  half  of  the  year,  and  PC  makers 
such  as  Hewlett-Packard  and  Compaq  lined  up  at  .AMD's  door. 
Result:  .AMD  managed  to  shave  a  few  percentage  points  off 
Intel's  share  of  the  PC  processor  market.  And  while  Intel  ratch- 
eted down  its  third-quarter  earnings  forecast,  AMD  beat  ana- 
lysts' expectations. 

AMD  also  solidified  its  position  as  the  leader  in  the  flash 
memory  market,  inking  deals  with  Texas  Instruments,  LSI 
Logic,  and  Nortel.  ".AMD  has  never  performed  better  than  it 
did  in  2000,"  says  Chase  H&rQ  analyst  Sudeep  Balain. 

Just  don't  expect  AMD  to  repeat  its  recent  success  in  the 
coming  year.  The  firm's  2000  fiscal  year  results  look  strong  in 
part  because  1999  results  were  weak.  Meanwhile.  Intel  has 
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slashed  prices  on  its  chips  to  regain  lost  market  share.  Betting 
against  Intel  is  rarely  a  smart  move;  it  recently  one-upped 
AMD  with  the  new  1.5-GHz  Pentium  4,  now  the  world's 
fastest  chip.  Most  important,  the  PC  market  is  expected  to 
remain  flat  in  2001,  growing  by  around  15%.  "With "the  mar- 
ket turning  toward  communications,  the  PC-centric  days  are 
well  behind  us.  No  PC  company  can  sustain  a  70%  growth 
rate  in  this  market,"  says  Chase  H&Q  analyst  Stan  Kiang. 


2AMAZON.COM 
2000  FY  estimated  revenues:  $2.8  billion 
2000  FY  estimated  revenue  growth:  70% 
2001  FY  estimated  revenue  growth:  46% 
It  seems  fitting  to  sum  up  Amazon.com's  year  with  that  tired 
opening  line  from  A  Tale  of  Two  Cities:  It  was  the  best  of 
times;  it  was  the  worst  of  times.  The  company  continued  to 
earn  its  position  as  King  of  All  E-Commerce,  boasting  25  mil- 
lion active  customers,  skyrocketing  revenues,  and  perhaps  the 
most  recognizable  brand  in  the  New  Economy.  Meanwhile, 
market  share  gains  in  Europe  and  strong  sales  from  its  electron- 
ics "store"  (the  fastest-growing  segment  of  Amazon's  business) 
helped  CEO  Jeff  Bezos  maintain  his  seemingly  permanent  grin. 

Just  one  problem:  The  firm  once  again  failed  to  earn  any 
money — and  Wall  Street  actually  started  caring!  Worse,  a  warn- 
ing from  a  Lehman  Brothers  bond  analyst  that  Amazon  could 
run  out  of  cash  within  four  quarters  scared  the  Dickens  out  of 
already  skittish  investors  (never  mind  that  almost  nobody 
agreed  with  him).  The  stock  finished  the  year  down  79%. 

So  where  does  Amazon  go  from  here?  Depends  whom  you 
ask  and  on  what  day.  For  example,  the  company's  new  Japan- 
ese site  has  been  cheered  by  some  investors;  others  argue  that 
Amazon  arrived  too  late  to  crack  the  tough  market  there. 
However,  most  analysts  agree  that  Amazon's  unparalleled 
market  position  will  mean  lots  more  revenues  (but  still  no 
profits)  in  the  year  ahead. 

3 JDS  UNIPHASE  j|i 
2001  FY  estimated  revenues:  $3.9  billion  r 
2001  FY  estimated  revenue  growth:  171% 
2002  FY  estimated  revenue  growth:  55% 
"Telcos  must  buy  optical  components  if  they  want  to  sur- 
vive," notes  National  Bank  Financial  analyst  Benoit  Chotard. 
That's  great  news  for  JDS  Uniphase,  which  graduates  from 
last  year's  Ramp  20  and  takes  its  place  on  this  year's  list  of 
the  10  fastest-growing  big  tech  firms. 

JDS'  optical  gear  helps  boost  network  capacity  by  a  factor 
of  50  and  cut  costs  by  as  much  as  70%.  That  makes  its  prod- 
ucts the  No.  1  must-have  in  the  brave  new  world  of  broad- 
band, a  market  that  will  see  demand  triple  annually  for  at  least 
the  next  three  years.  Meanwhile,  analysts  predict  the  dense 
wavelength  division  multiplexing  (DWDM)  terrestrial  optical 
components  market  will  soar  from  $5.5  billion  in  2000  to  $24 
billion  in  2004.  JDS  is  on  track  to  capture  most  of  that  oppor- 
tunity. It's  one  of  the  largest  firms  to  offer  products  on  both 
the  passive  (light  refraction  '  and  active  (light  emission)  sides. 
Competitors?  JDS  has  snatched  up  most  of  them.  (The  firm 
has  made  nine  acquisitions  since  September  1999.) 

Some  analysts  fear  that  ea .  i  sending  on  broadband  tech- 
nology might  not  turn  out  tc   >e  as  strong  as  predicted.  But 


most  point  out  that  if  a  slowdown  occurs,  optical  networkinj 
companies  like  JDS  will  get  the  vast  majority  of  the  mone1 
spent,  which  should  keep  revenues  growing  at  light  speed.  Say 
Chotard:  "JDS  guides  investors  to  expect  50%  annual  revenu 
growth,  but  don't  be  surprised  if  that  number  tops  100%  agaii 
next  year."  Impressive,  but  that's  not  anywhere  near  the  171^ 
in  2001. 

4 LAM  RESEARCH 
2001  FY  estimated  revenues:  $2  billion 
2001  FY  estimated  revenue  growth:  58% 
2002  FY  estimate  revenue  growth:  14% 
A  few  years  ago,  semiconductor  capital  equipment  maker  Lan 
Research  was  a  mess.  The  firm  failed  to  gear  up  for  a  crucial  indus 
try  upturn  and  posted  three  consecutive  years  of  negative  earnings 
Lam  has  since  revamped  its  operations,  earning  Wall  Street': 
respect  as  a  worthy  competitor  to  industry  giant  Appliec 
Materials.  The  firm  has  gained  market  share  in  the  chemica 
mechanical  planarization  (machines  that  smooth  out  silicor 
wafers)  business,  a  space  traditionally  dominated  by  Applied.  I 
has  also  seen  strong  demand  during  the  current  semiconductoi 
upswing  for  its  leading-edge  plasma  etching  products,  which 
essentially  remove  extra  chemicals  from  a  silicon  wafer.  "The 
new  generation  of  communications  infrastructure  and  electron- 
ics requires  an  increasing  number  of  high-performance  chips,' 
says  Lehman  Brothers  analyst  Ed  White.  "So  chip  companies 
have  invested  aggressively  in  the  tools  that  allow  them  to  builc 
more  powerful  chips  at  lower  costs. 

Unfortunately,  such  spending  could  slow  down  consider- 
ably in  the  next  year  or  two.  The  problem:  Weakness  in  the 
PC  and  telecom  equipment  markets  probably  will  cause  chip- 
makers  to  hold  off  buying  pricey  equipment  in  the  neai 
future.  Look  for  semiconductor  capital  spending  growth  tc 
fall  from  more  than  30%  in  2000  to  around  10%  this  year 

5NEXTEL  COMMUNICATIONS 
2000  FY  estimated  revenues:  $5.1  billion 
2000  FY  estimated  revenue  growth:  55% 
2001  FY  estimated  revenue  growth:  41% 
Talk  about  your  infrastruc- 
ture plays:  Nextel's  all-digital 
wireless  network  reaches  94 
of  the  top  100  markets  in  the 
United  States,  making  it  the 
largest.  Even  better,  the  firm 
has  signed  up  roughly  7  mil- 
lion business  subscribers  who 
use  Nextel  phones  for  voice, 
paging  and  messaging,  two- 
way  radio  dispatch,  and 
wireless  Web  access.  "Their 
phones  work  just  about  any- 
where, so  people  use  them 
just  about  anywhere,"  raves 
Charles  DiSanza,  an  analyst 
at  Gerard  Klauer  Mattison. 
"I  even  use  one  when  I'm  sit- 
ting at  my  desk." 

Nextel's  beefy  network, 
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r,  w  irom  roroes 


w  -  use  the  cutting-edge  science  of  quantitative  analysis 
virtually  eliminate  the  No.1  reason  individual  investors 
make  unprofitable  decisions. 


orbes  Aggressive  Growth 
is  a  professionals' system  of 
icking  and  market  analysis 
that  will... 

e  subjective  decision  making, 
stocks  expected  to  outperform  the 

vith  greater  certainty  when 
Id  consider  selling  a  stock, 
our  anxiety  level  in  a 
larket. 

>es  Aggressive  Growth  Investor  is  a 
;d  program  that  virtually  eliminates 
)pinion...and  subjective  reasoning 
ck  picking  process  by  using  a 
market-tested  computer  program, 
the  science  of  quantitative  analysis, 
;r  model  is  able  to  more  accurately 
)ck's  short  term  performance. 

?sted  for  a  period  of  10  years 
e  the  system's  effectiveness. 

e  Forbes  Aggressive  Growth  Investor 
nee,  the  computer  model  behind  the 
>een  in  use  for  over  ten  years.  Here's 
I  proof  this  system  of  quantitative 
ly  works: 

past  10  years  the  system  beat  the 
:very  year  except  one.  On  a  com- 
sis  the  system  yielded  more  than 
;ater  profits. 


Boosted  Returns 
an  EXTRA  362% 


Year 

S&P 

Applying  System 

1990 

-3.1% 

15.20% 

1991 

30.5% 

77.60% 

1992 

7.6% 

34.80% 

1993 

10.1% 

47.10% 

1994 

1.3% 

6.40% 

1995 

37.6% 

58.10% 

1996 

23.0% 

39.20% 

1997 

33.4% 

50.60% 

1998 

28.6% 

27.40% 

1999 

21.0% 

26.90% 

2000 

-3.0% 

3.50%* 

Average 

17.0% 

35.16% 

'Through  August  2000 

Put  another  way: 

□  $10,000  invested  with  the  help  of  quantitative 
analysis  would  have  grown  to  $239,391! 

□  $10,000  in  an  S&P  index  fund  grew  only 
to  $51,716! 

Discover  the  Million-Dollar  Advantage 

Until  now,  the  cost  of  the  sophisticated  com- 
puter programs  required  to  apply  the  science  of 
quantitative  analysis  to  an  investment  portfolio 
made  it  an  advantage  available  only  to  large 
institutions  and  their  key  accounts.  But  now,  the 
Forbes  Aggressive  Growth  Investor  makes  this  val- 
uable stock-picking  tool  available  to  you. 


Now,  as  a  Charter  Subscriber  to  the  Forbes 
Aggressive  Growth  Investor,  you  can  be  the  kind 
of  cold-blooded,  disciplined  and  consistent 
investor  who  rides  out  the  storm  and  goes  on 
to  greater  profits. 

Act  now  -  Get  a  FREE  Issue, 
Save  $300,  PLUS  get  a  FREE  Report 

Just  mail  the  coupon  below  and  we'll  be 
happy  to  send  you  a  FREE  issue  of  the  Forbes 
Aggressive  Growth  Investor  so  you  can  evaluate 
it  for  yourself.  In  your  FREE  issue,  you'll  find 
our  portfolio  of  50  of  the  currently  best-to-own 
growth  and  momentum  stocks.  Each  month  the 
computer  filters  and  rates  some  3000  stocks, 
identifying  the  50  most  likely  to  enjoy  continued 
and  significant  short  term  gains,  stocks  that  will 
hopefully  double.. .triple.. .and  even  quadruple  in 
the  next  six  to  eighteen  months. 

Each  month,  as  the  computer  model  recal- 
culates, we  add  new  stocks  and  recommend 
selling  others. 

Act  now  to  become  a  Charter  Subscriber 
and  in  addition  to  a  FREE  sample  issue, 
you'll  also  save  $300  off  the  single-  { 
issuepriceof  an  additional  12      \  1/2-PRl^E  '/ 
issues.  Plus  with  your  paid         x  rnCC  - 

subscription  you'll  receive  a       *  Oirtl*»  r« 
FREE  copy  of  7  Growth  Stocks     «     SAMPLE  J 
to  Confound  the  Skeptics.  ^    ISSUE!  «*~ 

Remember,  this  is  about  using  "^AA^* 
science,  not  judgment  to  accumulate 
wealth.  It's  a  system  that's  exactly  right 
for  this  volatile  stock  market. 


5  AGGRESSIVE  GROWTH  INVESTOR  HALF  PRICE  CHARTER  SUBSCRIPTION  RESERVATION 


□y< 


J  Please  send  me  a  FREE  sample  issue  of  the  all-new,  Forbes  Aggressive  Growth  Investor  and  reserve  a  one  year  Charter 
t  O  •  Subscription  (an  additional  12  issues)  in  my  name  at  the  money  saving  rate  of  $300  off  the  single  issue  cost.  If  not 
delighted  I  will  return  your  invoice  marked  cancel  and  that  will  end  the  matter.  Upon  receipt  of  my  payment,  you'll  also  send  me  a 
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stellar  coverage,  and  perks  (no  roaming  or  Web  browsing 
charges)  attracted  about  2  million  new  customers  last  year. 
Another  plus  is  the  company's  focus  on  the  business  market, 
where  usage  is  high  and  turnover  low.  Result:  Nextel  boasts 
the  highest  revenues  per  customer  ($75)  and  lowest  churn 
rate  (2%)  among  carriers.  Those  numbers  could  get  even  bet- 
ter as  wireless  business-to-business  networks  take  off. 
"Nextel's  packet-based  Web  access  is  easier  to  use  and  more 
reliable  than  the  competition's,"  says  DiSanza. 

Subscriber  growth  will  eventually  taper  off  but  not  any- 
time soon.  Look  for  Nextel  to  sign  up  another  2.5  million 
new  users  this  year. 

6ntl  m 
2000  FY  estimated  revenues:  $2.8  billion  * 
2000  FY  estimated  revenue  growth:  95% 
2001  FY  estimated  revenue  growth:  36% 
U.S. -based  NTL  looks  across  the  pond  for  big  revenues.  The 
firm  just  became  the  largest,  highest-capacity  cable  operator 
in  the  United  Kingdom  and  Ireland,  thanks  to  its  acquisition 
of  Cable  and  Wireless'  residential  cable  unit.  Analysts  love 
the  deal:  NTL  can  now  offer  cable  TV  and  Internet  access  as 
well  as  local  and  long-distance  phone  service  to  more  than  4 
million  European  customers,  spreading  the  firm's  costs  over  a 
much  larger  subscriber  base. 

What's  more,  those  services  go  out  over  the  most  extensive  fiber 
network  in  the  United  Kingdom  and  Ireland.  "NTL's  network  is 
really  advanced,"  says  an  analyst.  "Roughly  80%  of  it  is  digital 
ready."  The  network  contains  both  copper  wire  and  coaxial  cable, 
which  makes  it  cheap  to  roll  out  phone  and  cable  services  to  the 
same  customers.  Approximately  two-thirds  of  NTL's  cable  cus- 
tomers already  have  signed  up  for  the  company's  phone  service. 

The  year  ahead  should  see  strong  (albeit  slower)  growth, 
as  NTL  increasingly  offers  bundled  packages  of  communica- 
tion services  to  the  residential  and  small-business  markets  and 
develops  television  programming  to  help  fill  that  fancy  net- 
work. Meanwhile,  don't  bet  against  another  top-drawer  acqui- 
sition to  help  further  NTL's  goal  of  becoming  a  cable  giant 
throughout  Europe. 


7 PALM 
2001  FY  estimated  revenues:  $2.0  billion 
2001  FY  estimated  revenue  growth:  87% 
2002  FY  estimated  revenue  growth:  62% 
It  seems  like  the  whole  world  has  Palm  in  its  hands.  The  firm 
commands  a  68%  share  of  the  personal  handheld  device  mar- 
ket, making  Palm  the  undisputed  leader  in  an  industry  that's 
expected  to  grow  40%  annually  through  2004.  Meanwhile, 
software  giants  such  as  Oracle  and  SAP  are  adapting  their 
technology  for  Palm  devices.  That  could  make  the  market 
opportunity  much  larger.  "Palm's  devices  aren't  just  personal 
organizers.  They're  mobile  thin  clients,"  says  ING  Barings 
analyst  Rob  Cihra.  "Once  voice  and  wireless  capabilities  are 
integrated,  they'll  compete  with  notebook  PCs  and  cell 
phones.  They'll  be  ubiquitous." 

In  the  meantime,  Palm  keeps  expanding  its  offerings:  The 
cheap,  entry-levei  mlOO  ha<  opened  the  door  to  new  markets 
such  as  college  kids.  The  products'  easy-to-use  interface  is  an 
overwhelming  hit  with  i'sers.  who  see  Palm  as  the  handheld 
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to  own  (credit  marketing-savvy  CEO  Carl  Yankowski,  who' 
built  brands  at  Reebok  and  Sony).  Competition  from  Researcl 
in  Motion  and  others  will  undoubtedly  heat  up,  but  Palm' 
continued  success  during  the  next  year  is  the  closest  thing  to 
sure  bet  in  the  tech  business  these  days. 

8 QWEST  COMMUNICATIONS 
2000  FY  estimated  revenues:  $19.0  billion  r 
2000  FY  estimated  revenue  growth:  385% 
2001  FY  estimated  revenue  growth:  13% 
The  nation's  fourth-largest  long-distance  provider,  Qwes 
makes  our  list  thanks  to  its  $44  billion  merger  with  loca 
phone  company  US  West,  which  will  add  at  least  S  13.2  bil 
lion  to  Qwest's  2000  fiscal  year  revenues. 

Unfortunately,  that  deal  hasn't  gone  over  well  with  som< 
analysts.  They  worry  that  Qwest  has  saddled  itself  with  ; 
troubled  company.  US  West's  network  is  underdeveloped,  cus 
tomer  satisfaction  is  dismal,  and  business  is  stagnant  (thi 
local  phone  service  market  will  grow  only  5%  a  year).  Othe 
analysts  counter  that  the  merger  gives  Qwest  cash  flow  tc 
fund  high-growth  initiatives  such  as  DSL,  applications  hosr 
ing,  and  data  storage.  What's  more,  Qwest  can  now  sell  thost 
high-margin  services  to  US  West's  17  million  customers  in  1* 
states.  "Qwest  already  had  the  high-speed  network  and  th« 
value-added  services  to  send  over  it,"  says  Mark  Bacurin,  ai 
analyst  at  Baird.  "Now  it  has  the  customers,  too." 

Qwest's  bigger-is-better  strategy  flies  in  the  face  of  recen 
moves  by  AT&T  and  WorldCom  to  split  their  businesses  intc 
smaller,  more  focused  units.  But  even  though  it's  tough  tc 
declare  which  telecom  provider  has  adopted  the  winning 
approach,  one  thing  is  certain:  Revenue  growth  for  the  new 
Qwest  will  slow — from  around  75%  before  the  merger  tc 
around  15%  a  year  for  the  next  few  years. 

9 SANMINA  j 
2001  FY  estimated  revenues:  $6.0  billion  « 
2001  FY  estimated  revenue  growth:  52% 
2002  FY  estimated  revenue  growth:  30% 
While  many  investors  drowned  in  last  year's  tech-stock  blood- 
bath and  lost  big  bucks  on  the  likes  of  TheGlobe.com,  saw) 
Sanmina  shareholders  watched  their  investment  gain  53%. 

One  reason:  Sanmina  is  among  the  strongest  players  in  the 
electronics  manufacturing  services  industry,  which  is  expectec 
to  grow  around  30%  annually  through  2004.  The  compam 
manufactures  and  assembles  complex  backplanes,  circuii 
boards,  and  other  essential  products  that  Internet  infrastruc- 
ture giants  such  as  Cisco.  Sun,  and  Nortel  don't  want  to  build 
CEO  Jure  Sola's  decision  to  avoid  more  commoditized  areas  oi 
the  market  and  focus  on  the  communications  sector,  whicr 
accounts  for  70%  of  sales,  gives  Sanmina  serious  pricing  powei 
and  12%  operating  margins,  compared  with  6%  for  less 
visionary  competitors. 

Sanmina's  dependence  on  telecom  means  it  will  feel  a  chill  il 
spending  in  that  sector  heads  south  this  year,  as  some  analysts 
predict.  But  most  expect  the  firm  to  post  at  least  30%  revenue- 
growth  in  the  coming  fiscal  year,  thanks  to  its  winning  technol- 
ogy and  management.  "Even  in  a  downturn,  Sanmina  would 
be  one  of  the  winners,"  says  an  analyst.  "I  don't  see  how  any- 
one could  leapfrog  them." 


To  Register  or  for  Additional  Information 
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f-ERADYNE 

2000  FY  estimated  revenues:  $3.1  billion 

2000  FY  estimated  revenue  growth:  72% 

2001  FY  estimated  revenue  growth:  16% 
Semiconductor  makers  need 
some  pretty  fancy  technology 
to  ensure  their  chips  can  do  all 
that's  required  of  them,  and 
that's  where  Teradyne  comes 
in.  The  market  leader  in  the 
$5  billion  semiconductor  test 
equipment  industry,  with  a 
35%  market  share,  Teradyne 
saw  its  sales  soar  in  2000, 
thanks  to  continued  strong 
demand  for  chips  used  in  PCs, 
cell  phones,  networking  gear, 
and  consumer  electronics. 

The  company's  logic,  ana- 
log, and  memory  chip  testers 
are  considered  among  the 
best  in  the  business,  and  its 
manufacturing  ability  is 
unsurpassed.  Chip  giants  such 
as  Texas  Instruments,  Motorola,  and  Samsung  pay  for  that  reli- 
ability, helping  Teradyne  achieve  50%  gross  margins.  What's 
more,  Teradyne  has  reduced  its  dependence  on  the  notoriously 
cyclical  semiconductor  business  by  expanding  into  the  test 
equipment  market  for  DSL  lines,  circuit  boards,  and  back- 
planes. "One-third  of  the  company  stays  strong  during  a  semi- 
conductor market  downturn,"  says  Chris  Chaney,  an  analyst 
with  A.  G.  Edwards.  "That's  why  Teradyne  can  stay  profitable 
during  bad  times,  when  most  of  its  competitors  can't." 

The  company  will  need  that  cushion  as  the  current  chip 
up-cycle  ends  and  the  semiconductor  capital  equipment  mar- 
ket's growth  slows  from  60%  in  2000  to  5%  to  15%  in  2001 
and  hits  negative  territory  in  2002.  Says  one  analyst:  "Tera- 
dyne will  continue  to  be  the  best  company  in  its  industry,  but 
we  won't  see  70%  growth  again  for  a  long  time." 

RAMP  REPORTING  BY  JOHN  BISHOP 
NATE  HARDCASTLE.  MARK  KLIMEK.  LEE  RADER, 
DEBORAH  SATTER.  AND  TAYLOR  SMITH 


Update  on  Last  Year's  Big  10 

Last  year,  we  said  that  five  of  our  Big  10  companies  could 
maintain  their  ramp  rates.  As  it  turns  out,  one  of  the  five  stum- 
bled: Compuware  fell  victim  to  the  post-Y2K  slowdown  in 
demand  for  mainframe  software.  The  rest  (Dell,  LSI  Logic, 
Cisco,  and  Tellabs)  justified  our  confidence.  We  also  said  the 
remaining  five  would  lose  momentum,  and  again  we  were  cor- 
rect in  four  out  of  five  cases.  Superior  Telecom,  Micron  Tech, 
Jabil,  and  EMC  all  had  reduced  growth.  The  exception  was 
Qwest,  but  don't  hold  that  one  against  us,  since  its  ramp  rate 
accelerated  mainly  because  of  a  merger  with  US  West.  So  with- 
out Qwest,  call  it  eight  out  of  nine.  Hey,  nobody's  perfect.  ■ 
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FIVE  THAT  COULD  DIV 

BY    MICHELLE  JEFFER 

Watch  out:  These  companies  could  fall  off  the  rami 

Being  one  of  the  country's  100  fastest-growing  companies  is 
nice  place  to  be,  even  if  analysts  rate  your  chances  of  survn 
ing  the  ramp  (see  criteria,  page  95)  as  less  than  good. 

1ASK  JEEVES 
2000  FY  estimated  revenues:  $105.6  million 
2000  FY  estimated  revenue  growth:  380% 
2001  FY  estimated  revenue  growth:  117% 
Ask  Jeeves,  the  Emeryville,  California-based  Internet  searc 
engine,  was  flying  high  in  1999 — $186  a  share.  But  in  200C 
with  a  wave  of  consolidation  and  a  stock  price  in  the  single  dig 
its,  it's  seen  by  analysts  as  just  another  search  engine,  and  on 
of  the  smaller  ones  at  that.  More  than  a  third  of  its  revenue 
comes  from  precarious  banner  advertising.  Although  revenu 
growth  looks  more  than  healthy,  it  continues  to  post  significan 
losses:  S 156  million  for  the  past  12  months.  Ask  Jeeves  is  mov 
ing  into  selling  its  searching  software  to  other  companies,  bu 
big  names  like  Inktomi  are  going  to  prove  tough  competition 
Still,  don't  count  Ask  Jeeves  out  just  yet.  It  recently  signed 
deal  with  Nuance  and  General  Magic  and  will  soon  use  voic 
recognition  software  to  allow  people  to  really  ask  Jeeves. 

2EPRISE 
2000  FY  estimated  revenues:  $19.9  million 
2000  FY  estimated  revenue  growth:  442% 
2001  FY  estimated  revenue  growth:  101% 
Sadly.  Eprise,  which  helps  businesses  manage  their  Web  sites 
hasn't  been  able  to  get  the  brand  name  recognition  that  com 
petitors  Vignette  and  BroadVision  have.  The  Framingham 
Massachusetts,  company  went  public  in  March;  after  poppinj 
up  to  $27  a  share,  at  press  time  it  was  trading  at  around  $2 
While  a  new  software  release.  Participant  Server  3.0,  couli 
give  it  a  boost,  the  product  is  too  small  to  be  used  in  larg 
corporations,  says  one  analyst.  Eprise,  then,  will  have  to  con 
tinue  to  tailor  its  products  to  lower-end  companies  and  i 
probably  never  going  to  be  the  market  leader — proving  onc< 
again  that  it's  never  good  to  be  too  little  or  too  late. 

3FUTURELINK 
2000  FY  estimated  revenues:  $130.7  million 
2000  FY  estimated  revenue  growth:  861% 
2001  FY  estimated  revenue  growth:  84% 
The  future  is  unclear  for  application  service  provider  Future 
Link.  This  fall  the  Lake  Forest,  California,  company  announcec 
minor  layoffs,  most  of  which  were  to  eliminate  redundancy 
caused  by  an  aggressive  acquisition  strategy  during  the  pas 
18  months.  The  company  has  some  big  pluses:  It's  a  top  Citri> 
Systems  reseller  and  has  a  partnership  with  Microsoft.  But  1 
has  to  integrate  its  companies  effectively  into  one  cohesive 
organization,  and  it  must  further  expand  its  presence  outside 
the  United  States  to  stay  up  to  speed. 


URMARKET 

)00  FY  estimated  revenues:  $12.2  million 
)00  FY  estimated  revenue  growth:  475% 
)01  FY  estimated  revenue  growth:  88% 
:ar-old  FairMarket  hosts  and  aggregates  auction  sites, 
ling  public  in  March,  its  stock  has  dropped  more  than 
t  press  time,  it  was  trading  at  less  than  $2  per  share, 
om  its  high  of  $53.50,  and  it  had  recently  announced 
fs  (15%  of  the  workforce),  reducing  the  staff  to  about 
hile  third-quarter  revenues  were  its  largest  yet  ($3.6 
,  the  company  admits  that  fourth-quarter  revenues  are 
1  to  be  flat,  and  it  was  unclear  whether  the  company 
lake  analysts'  sales  estimates  of  $12  million  for  2000. 
npany  has  some  notable  customers,  including  Dell 
er,  Microsoft,  and  JC  Penney,  but  FairMarket  needs  to 
;  Wall  Street  that  it  won't  get  lost  in  the  auction  space. 

0UBET.COM 

)00  FY  estimated  revenues:  $16.6  million 
)00  FY  estimated  revenue  growth:  340% 
)01  FY  estimated  revenue  growth:  419% 
com  is  still  a  big  gamble.  This  online  wagering 
or  horse  racing  has  yet  to  meet  The  Street's  early  expec- 
3n  subscriber  growth,  revenues,  and  profitability,  say 
.  Its  main  problem?  The  questionable  legality  of  online 
YouBet.com  considers  itself  only  a  transmission  ser- 
ding  the  bets  to  a  legal  betting  facility,  but  that  remains 
legal  debate,  which  may  account  for  why  the  company 
acted  only  16,000  active  subscribers  in  the  past  18 
Its  revenues  for  the  past  12  months  were  a  paltry  $5.7 
while  net  losses  were  $21.1  million.  And  at  press  time 
:  was  trading  at  around  $1  per  share.  If,  analysts  say, 
:om  can  increase  subscribers  to  30,000,  the  company 
:come  cash-flow  positive.  Its  odds  for  survival  could 
i  better  if  YouBet. corn's  planned  expansion  into 
g  on  other  sports  doesn't  crap  out. 

i  on  Last  Year's  Bottom  Five 

ir's  Bottom  Five  are  still  hanging  in  there,  all  except 
.net,  the  company  that  hoped  to  bring  the  Internet  to 
iterners.  It  was  snapped  up  earlier  this  year  by  a 
larger  telecommunications  player,  CoreComm  of  New 
picor,  the  enterprise  software  company,  also  may  not 
for  this  world,  due  to  sluggish  sales  in  the  software 
I  market.  Standard  &  Poor's  recently  removed  it  from 
-cap  index  of  600  companies.  In  addition,  Epicor  hasn't 
lings  expectations  and  has  had  to  restate  several  quar- 
ntent  and  recruitment  portal  EarthWeb  is  also  strug- 
ying  off  100  employees  and  selling  most  of  its  Web 
ie  other  companies  in  last  year's  Bottom  Five — anima- 
ator  Pixar  and  telecom  company  World  Access — are 
ie.  ■ 
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INTERWOVEN  INC. 

SOFTWARE  &  EDP  SERVICES 

537.0 

TURNSTONE  SYSTEMS  INC. 

0FFICE/C0MM.  EQUIP. 

536.9 

iiiMinrn  Mm Ainnur  imp 

JUNIPER  NETWORKS  INC. 

OTHER 

518.0 

ni  i  ir  pi  a  a  nti  mi  o  ni — n  a/  a  nr 

BLUE  MARTINI  SOFTWARE 

p orn ai  a  nr  o   rnn  prni/irrp 

SOFTWARE  &  EDP  SERVICES 

508.3 

CTODAr  CMCTIA/n  Dl/C 

S  1  UnAbbNb  1 WURKS 

opictia/adc  o   rnn  crD\/ir,rp 
SUFIWARb  a  bUr  bbRVILbb 

506.0 

r  niniiAMv  imp 

h.PIPHANY  INC. 

ppictia/adc  o   rnn  ocdwipco 
SUFIWARb  ot  bUr  SbHVILbS 

490.4 

FAIRMARKET  INC 

COMMUNICATIONS 

474.5 

IPRINT.COM  INC. 

PPi  ft  A  ft  fll  IMIP  ATI  P  M  O 

COMMUNICATIONS 

471.8 

L90  INC. 

pnftAR/ii  imip  ATiriMP 
LUMMUNILAIIUNS 

470.9 

INTERNAP  NETWORK  SVCS.  CORP 

COMMUNICATIONS 

449.5 

EPRISE  CORP 

SOFTWARE  &  EDP  SERVICES 

442.3 

SKILLS0FT  CORP 

COMMUNICATIONS 

436.4 

GOAMERICA  INC. 

TELEPHONE  UTILITIES 

434.4 

MAINSPRING  INC. 

P  Pi  A  fl  ft  A  1  IMIP  ATinMP 

LUMMUNILAI IUNS 

434.4 

SUPP0RT.COM 

SOFTWARE  &  EDP  SERVICES 

431.2 

\ICDIPirH  IMP 

VERISIGN  INC. 

OTHER 

425.4 

rpnrriMMPO  Mrn»inrii/  imp 

EGREETINbS  NETWORK  INC. 

PP.fi/lftlll  IMIP  ATlflMP 

LUMMUNILAIIUNb 

401.6 

MAIL.C0M  INC. 

PPi  ft  A  ft  fl  1  IMIP  ATlflMP 

LDMMUNILAl  IONS 

398.3 

PARADIGM  GENETICS 

BIOTECHNOLOGY 

396.8 

ni  win  rrit.li  imp 

0NVIA.COM  INL. 

dctaii  imp  pnnnc 
Hb  lAILINb  -  bUUUci 

389.6 

3-DIMENSI0NAL  PHARMACEUTICAL 

BIOTECHNOLOGY 

386.4 

IMPR0VENET  INC. 

COMMUNICATIONS 

385.7 

QWEST  COMMUNICATIONS  INTL. 

COMMUNICATIONS 

383.7 

ASK  JEEVES  INC. 

PPHJIftflllMIPATIPMO 

COMMUNICATIONS 

380.2 

ACCELERATED  NETWORKS  INC 

0FFICE/C0MM  EQUIP 

359.4 

BROADBASE  SOFTWARE  INC. 

SOFTWARE  &  EDP  SERVICES 

358.2 

VERSATA  INC. 

SOFTWARE  &  EDP  SERVICES 

356.3 

ART  TECHNOLOGY  GROUP  INC. 

opm — riA/Anr  o   rnn  ocdwipco 

SOFTWARE  &  EDP  SERVICES 

352.9 

IMAGEX.COM  INC. 

SOFTWARE  &  EDP  SERVICES 

349.6 

SELECTICA  INC. 

OPtCnA/A  DC    O     CnD  OCDWIPCO 

SUFIWARb  a  bUr  SbnVILbb 

348.8 

L0UDEYE  TECHNOLOGIES  INC. 

SOFTWARE  &  EDP  SERVICES 

344.2 

Y0UBET.COM  INC. 

i  pi  pi  ior 

LEISURE 

340.8 

H0TJ0BS.COM  INC. 

COMMUNICATIONS 

337.6 

CAIS  INTERNET  INC. 

PPi  ft  fl  ft  fll  IMIP  ATlflMP 

LUMMUNILAI  lUNb 

330.5 

LIFEMINDERS  INC. 

pnftflftfli  imip  ATinAic 

LUMMUNILAIIUNS 

322.1 

TERAYON  COMMUNICATION 

ovcTCh/ic  ncripc/pni\rti\fl   cm  md 
biblbMo  UFrlLt/LUIVIM.  bQUIr 

321.5 

VITRIA  TECHNOLOGY  INC. 

CPiCn A/A  DC    O    L  n  D  CCDWIPCC 

bUFIWARb  a  bUr  obnVILbo 

318.9 

LENDINGTREE  INC. 

CIMAMPIAI  PCDW'PCC 

FINANCIAL  SbRViLbb 

316.7 

REDBACK  NETWORKS 

0FFICE/C0MM.  EQUIP 

310.4 

COVAD  COMMUNICATIONS  GROUP 

SOFTWARE  &  EDP  SERVICES 

307.5 

SNOWBALL  COM  INC 

COMMUNICATIONS 

304.3 

AVANEX  CORP. 

ncrrtPrr/pfiftflft/i    r  n i  1 1 d 
UFrlLb/LUMM.  bUUIr. 

303.0 

NETR0  CORP. 

PPi  ft  fl  ft  fl  1  IMIP  ATlflMP 

LUMMUNILAIIUNS 

302.0 

INTERLAND  INC. 

PPi  A  flft  fl  1  IMIP  ATI  Pi  M  P 

LUMM  JNILAI  IUNS 

298.4 

V0ICESTREAM  WIRELESS  CORP. 

TELEPHONE  UTILITIES 

297.0 

VIGNETTE  CORP. 

CfimA/A  DC    O    CflD  CCDWIPCC 

■SUFIWARb  a  bUr  bfcnVILtb 

292.3 

SPECTRASITE  HOLDINGS  INC. 

COMMUNICATIONS 

292.2 

NUMERICAL  TECHNOLOGIES  INC. 

pnrnA/ADC  o   rnn  PCD\/ifrp 

SUFIWARb  a  bUr  ShnVILbb 

290.0 

CNET  NETWORKS  INC. 

SOFTWARE  &  EDP  SERVICES 

284.8 

PIXfcLWURKS 

obMILUNUUL !  UnVLUMrUNbN  1 

283.8 

NETWORK  COMMERCE  INC. 

RETAILING  -  GOODS 

282.8 

NETEGRITY  INC. 

PnCTA/ADC    Q     CnD  CCDWIPCC 

SUFIWARb  a  bUr  bbnVICbb 

267.3 

EXELIXIS 

blU  1  bLHNULUbr 

266.7 

AB0UT.COM  INC. 

COMMUNICATIONS 

261.6 

TUT  SYSTEMS  INC. 

0FFICE/C0MM.  EQUIP. 

260.7 

EXTENSITY  INC. 

SOFTWARE  &  EDP  SERVICES 

259.8 

BE  FREE  INC. 

COMMUNICATIONS 

258.5 

NETGENESIS  CORP. 

COMMUNICATIONS 

258.5 

C-BRIDGE  INTERNET  SOLUTIONS 

SOFTWARE  &  EDP  SERVICES 

257.0 

G0T0.C0M  INC. 

RETAILING  -  GOODS 

253.7 

VYY0  INC. 

0FFICE/C0MM.  EQUIP. 

251.1 

XCARE.NET  INC. 

SOFTWARE  &  EDP  SERVICES 

247.8 

•Estimated  FY  2000  sales  vs.  actual  FY  1999  sales.    Source:  IBES  International,  New  York,  New  York 
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REDBACK  NETWORKS 
SHOWS  WHY  IT'S 
NO.  1 


Building  an 
Airplane  in  Midair 


BY    ERIC    W.  PFEIFFER 


■  T  IS  AN  ODDLY  SYMBOLIC  TRIP, 

I  driving  from  Redback  Networks' 

I  current,  cramped  headquarters  to 

I  its  future  home — a  sleek  collection 
Hi  of  four  glass-and-steel  structures 
rising  from  the  San  Jose  plains.  It's  an 
easy  10-minute  drive  if  all  goes  well. 
But  if  there's  an  accident  or  rush-hour 
traffic — which  there  always  is  in  Silicon 
Valley — then  things  get  clogged,  and 
before  you  know  it,  easy  turns  into 
impossible,  hope  morphs  into  despair. 

For  Redback,  this  road  trip  is  sym- 
bolic of  two  things:  First,  it  represents  a 
journey  from  its  lean  and  mean  startup 
days  to  its  ultimate  goal  of  becoming 
the  next  multibillion-dollar  networking 
company.  Second,  it's  a  nice  way  of  illus- 
trating just  what  Redback's  products  do. 

But  first  things  first.  If  Redback  is  to 
complete  its  journey  from  adolescence 
to  maturity,  it  must  meet  and  beat  one  of  the  greatest  chal- 
lenges a  tech  business  faces:  growth  so  rapid  that  it  makes 
the  face  flatten.  In  the  past  year  alone,  the  company  saw  its 
revenues  grow  310%  to  an  expected  $263.8  million.  It  saw 
its  staff  jump  from  250  to  more  than  1,100,  its  customer 
base  more  than  double,  and  its  worldwide  offices  balloon 
from  six  to  23. 

"We  are  doing  in  tint  r  years  what  most  companies  do 
in  10,"  says  CEO  Vivek  Ragavan,  a  no-nonsense  man  who 
landed  at  Redback  via  a  merger  last  year. 


THE  RAMP  RIDERS  A  strong  team  is  one  reason  Redback  was  voted  the  year's  top  company:  (L  to  R)  Produc 
Director  Simon  Williams,  VP  Carrie  Perzow,  CEO  Vivek  Ragavan,  and  marketing  chiefs  Larry  Blair  and  Mark  Weiner 


For  a  CEO,  such  ramping  growth  is  especially  challenging 
because  all  aspects  of  the  business  are  mushrooming  at  th 
same  time,  each  demanding  attention.  It's  a  precarious  jug 
gling  act — "like  trying  to  build  an  airplane  while  it's  flying, 
as  one  of  Ragavan's  senior  managers  says. 

Luckily  for  Ragavan,  at  least  the  cockpit  has  been  built 
He  doesn't  have  to  worry  about  a  stellar  management  team 
Optical  guru  and  venture  capitalist  Vinod  Khosla  sits  on  hi 
board  of  directors.  Ragavan's  point  man  for  worldwide  sales 
his  head  of  engineering,  and  his  COO  all  came  from  Cisco 
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£  RAMP  CHAMPS  :  Winner  Profile 


van  also  has  a  top-notch  research  and  development 
His  company  has  some  of  the  most  famous  and 

I  specialists  in  the  field,  many  of  them  also  stolen 
Cisco  as  well  as  Nortel  and  Lucent  (Ravi  Chandra 
;  of  the  world's  best  networking  developers). 

le  company's  financial  engine  is  also  strong:  While 
tech  companies  talk  about  the  push  to  profitabil- 

edback  beat  The  Street  by  announcing,  in  the  third 

:er,  that  it  had  moved  into  the  black.  It  did  this 
a  strong  product  line  and  blue-chip  customers 

nclude  the  country's  top  Internet  service  providers 

II  of  the  Baby  Bells. 

?dback  has  also  built  a  tough  and  determined 
>any  culture  dominated  by  the  engineers  who 
>ose  more  than  half  of  its  staff.  Carrie  Perzow, 
^resident  of  human  resources,  describes  this  culture 
If-selecting,  where  only  the  best,  most  motivated 
/e.  "We  are  not  the  most  kind  and  compassionate 
"  for  those  who  don't  measure  up,  she  says, 
lese  strengths  are  why  analysts  voted  Redback  this 
;  best  ramping  company  (see  main  story,  page  94), 
/hy  Ragavan  believes  that  his  company  could  become 
ler  Cisco  Systems — a  comparison  that  is  not  com- 
y  ridiculous. 

ke  that  800-pound  gorilla  (and  erstwhile  competi- 
Redback  is  a  leader  in  one  segment  of  the  network- 
idustry:  what  the  company  calls  the  New  Access 
rork,  better  described  as  the  Fancy  New  Network 
rains,  Planes,  and  Automobiles. 
)  understand  what  Redback  does,  let's  take  that 
olic  drive  between  the  company's  old  and  new 
quarters.  Naturally,  it  involves  traveling  over  local 
s  and  highways,  from  the  fast,  long-haul  roadways 
e  slower,  more  specific  local  routes.  Redback's 
acts  sit  at  the  on-  and  off-ramps  to  those  highways, 
istance,  Redback's  Subscriber  Management  System 
i)  gives  service  providers  (ISPs  and  Baby  Bells)  a 
to  manage  broadband  services  such  as  DSL.  In 
ce,  SMS  enables  service  providers  to  set  up  toll 
:  for  spacing  traffic  and  billing, 
nother  Redback  product,  SmartEdge,  simplifies  the 
ork,  which  unfortunately  isn't  nearly  as  straight- 
ard  as  the  road  system.  Thanks  to  the  legacy  of 
hony,  the  current  network  has  a  confusing  variety 
rhnologies  and  protocols  that  must  work  together, 
imagine  if,  instead  of  driving  from  the  old  to  the 
headquarters,  you  had  to  take  a  car,  train,  and  plane, 
lack's  product  is,  in  essence,  a  commuter  terminal 
e  all  these  various  means  of  transport  can  come 
her  and  interact.  Service  providers  can  deploy  broad- 
services  quicker  and  at  a  reduced  cost  across  this 
Access  Market. 

oldman  Sachs  has  estimated  that  this  New  Access 
cet  will  be  more  than  $17  billion  this  year  and  $30 
n  by  2002.  "We  are  shaping  the  emergence  of  the 
:et,"  says  Ragavan.  The  most  difficult  part  about 
he  says,  is  "executing  faster  than  the  market 
th."  In  other  words,  Ragavan  must  keep  his  com- 


pany just  ahead  of  the  curve,  both  steering  the  market  in 
the  right  direction  but  also  reacting  quickly  if  the  mar- 
ket suddenly  doesn't  like  the  way  it's  heading. 

Within  the  company,  this  challenge  falls  to  individu- 
als like  Simon  Williams,  a  friendly,  elfin  man  who  is 
head  of  product  management  for  SmartEdge.  Williams' 
job  is  to  act  as  the  liaison  between  the  engineers  who 
are  building  the  product  and  the  representatives  who 
actually  sell  it.  Much  of  the  company's  future  growth 
depends  on  SmartEdge,  which  is  now  in  full  deployment. 

Lately,  Ragavan  is  devoting  his  attention  to  two  pri- 
mary areas:  building  the  company's  internal  IT  struc- 
tures so  the  thousand-plus  employees  can  work  together, 
and  building  out  its  manufacturing  capacity.  To  the 
latter  end,  Ragavan  recently  hired  away  Kevin  Smith 
from  Cisco  to  become  senior  vice  president  of  opera- 
tions. At  Cisco,  he  oversaw  the  manufacture  of  in-house 
routers  and  high-end  optical  components. 

Building  for  the  ramp  isn't  easy.  With  a  market  grow- 
ing so  quickly,  Redback  must  be  able  to  make  and  ship 
enough  of  its  products  to  meet  demand.  That  can  be 
particularly  challenging  in  a  company  that  outsources 
all  its  manufacturing,  especially  in  a  market  that  has 
seen  a  component  shortage.  "Parts  are  hard  to  get," 
says  Smith. 

Ragavan  knows  that  one  misstep  on  the  ramp  can 
produce  one  of  those  crash-and-burn  accidents  we  all 
rubberneck  to  see.  "If  you  miss  one  [product]  cycle, 
you're  done,"  he  says.  That's  particularly  true  when 
such  heavyweights  as  Cisco  and  Nortel  are  pushing  hard 

CEO  Vivek  Ragavan  knows  that  one 
misstep  on  the  ramp  can  produce  one 
of  those  crash-and-burn  accidents  we 
all  rubberneck  to  see.  "If  you  miss  one 
[product]  cycle,  you're  done"  he  says. 


from  behind.  Both,  in  fact,  ate  into  Redback's  84%  mar- 
ket share  for  its  SMS  product  in  the  first  half  of  last  year, 
driving  it  down  to  36%,  according  to  Dell'Oro  Group. 
The  good  news  for  Redback  is  that  the  SMS  market 
grew  more  than  tenfold  during  the  same  period. 

But  whatever  happens  in  the  long  term  (which  means 
next  year),  Ragavan  and  company  are  having  the  time  of 
their  lives,  experiencing  the  kind  of  exhilarating  growth 
that  is  possible  only  on  the  high  tech  ramp.  "This  is  a 
time  of  market  discontinuity,"  says  Ragavan.  "You  pinch 
yourself  and  say,  'This  is  really  happening.' "  ■ 
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Business  to  Business 


1.  IDC 

Call  1-508-872-8200  or  visit 
www.idc.com/extreme 

2.  Quadstone 

Quadstone  began 
operations  in  Edinburgh. 
Scotland,  in  1995.  Created 
to  meet  the  growing  needs 
of  companies  to  analyze 
consumer  data.  Today 
Quadstone  is  recognized  as 
the  leader  in  predictive 
marketing  for  business 
users. 

Visit  www.quadstone.com 


Computer/Technology 


3.  Intraware 

Intraware  is  the  leading 
provider  of  integrated 
solutions  that  empower 
corporations  to  effectively 
manage  IT  resources. 
Call  1-800-469-4313 
or  visit  www.intraware.com 


4.  Tata  Infotech  Ltd. 

Innovative  IT  solutions, 
consulting  and  services 
through  established  and 
effective  offshore  and  on-site 
software  development 
models.  Visit 
www.tatainfotech.com 

5.  WRQ  Inc. 

Call  1-888-323-1717  or  visit 
www.wrq.com  to  receive  a 
free  Technology  Transition 
Toolkit. 


Communications 


Economic  Development  H  E-Business  Services 


*  Sprint 

www.sprint.com 

*  ZF  Linux 

www.zflinux.com 


Consumer 
Products/Services 


6.  Xerox  Network 
Printers 

Call  1-877-362-6567  or  visit 
www.xerox.com/officeprinting 


7.  Arkansas 
Department  of 
Economic 
Development 

The  Arkansas  Department 
of  Economic  Development  is 
a  government  agency 
charged  with  promoting 
economic  growth  and 
community  development  in 
the  state.  Call  1-800- 
ARKANSAS  or  visit 
www.1-800-ARKANSAS.com 

8.  South  Carolina 
Department  of 
Commerce 

Team  South  Carolina's  pro- 
business  legislation,  plentiful 
existing  industry,  customized 
workforce  training  and  world- 
class  support  system  make 
it  the  best  place  for  your 
business  operations. 
Call  1-800-868-7232  or  visit 
www.teamsc.com 


*  Commerce  One 

www.commerceone.com 

*  Aspect 

www.aspect.com 

9.  Yantra 

Yantra  provides  leading 
e-business  solutions  for 
managing  complex  suppl1 
chain  transactions  across 
the  enterprise. 
Visit  www.yantra.com 


Software 


10.  Novell 

www.novell.com 

11.  Sybase 

www.sybase.com 
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TRUTH 


vN  ARGUMENT 

IN  FAVOR  OF 
GENETICALLY 
/IODIFIED  FOODS 


<\RL  A.  THIEL 

fet    ALL  IT  THE  NEW  COLONIALISM. 

™  Europe  has  a  new  power  over 
jgm  farmers  in  distant  lands,  con- 

trolling  what  they  grow  and 
they  don't,  demanding  that  they 
;rtain  farming  methods  even  if  it 
s  ignoring  technologies  that  could 
>ve  yields,  feed  more  people,  and  save  lives. 
:spite  the  proven  benefits  of  genetically  modi- 
3M)  foods  and  the  promise  of  better  things  to  come, 
luing  controversy  has  led  to  European  Union  poli- 
nd  regulations  that  limit  growing  and  selling  GM 
(sometimes  called  genetically  modified  organisms, 
vlOs).  These  policies  have  had  a  sweeping  impact 
Iwide,  confusing  researchers,  scaring  off  investors, 
urting  farmers. 

iropean  outcry  over  GM  foods,  spurred  by  organ- 
anti-biotech  activists,  has  caused  regulators  to 
re  that  foods  with  any  amount  of  genetically  modi- 
ngredients  must  be  labeled  as  such.  That  creates 
ems  for  exporters  and  grocery  chains,  which  are 
ant  to  stock  so-called  Frankenfoods.  GM  critics  got 
st  in  September  when  genetically  modified  Starl.ink 
approved  in  the  United  States  for  use  as  animal 
)ut  not  for  human  consumption,  was  found  in  Taco 
rand  taco  shells,  prompting  a  national  recall. 
Ce  didn't  need  the  taco  shell  problem,"  sighs  Steven 
I  of  Burrill  &  Co.,  which  manages  an  $86  million 


agricul- 
tural biotech- 
nology investment 
fund  in  San  Francisco. 
"It  has  had  a  dramatic  impact 
on  the  public  capital  markets,  on 
the  regulators,  and  on  the  public  companies.  Every  com- 
pany that's  in  ag-biotech  is  trying  to  say  that  what  they 
are  doing  doesn't  create  or  augment  GMOs."  Tellingly, 
Burrill's  fund  has  not  invested  in  companies  that  create 
GMOs.  Rather,  he  has  favored  companies  with  informa- 
tion and  genomics  technologies  that  could  help  in  identi- 
fying important  genetic  traits. 

But  there's  more  at  stake  than  the  fluctuations  of  the 
stock  market.  If  the  chilling  effect  of  public  opposition 
halts  new  research,  we  could  lose  a  host  of  new  technolo- 
gies that  read  like  a  progressive  activist's  fondest  wish  list: 
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Clean-bunting  fuels  such  as  combustible  alcohols  and 
canola  oils  could  be  efficiently  produced  with  plants  that  have 
had  their  metabolic  pathways  engineered  by  researchers.  Such 
fuels  would  be  renewable,  requiring  no  drilling  and  little 
refining.  (Some  vehicles  in  Europe  already  run 'on  fuels 
derived  from  canola,  but  making  the  technology  commer- 
cially feasible  is  still  a  distant  hope.) 

Genetically  engineered  pulp  trees  might  soon  require 
fewer  chemical  pollutants  for  the  production  of  paper.  One 
day,  trees  may  grow  faster  and  stronger  as  plantation  crops 
and  relieve  the  pressure  to  log  old-growth  forests. 

Crops  engineered  to  require  less  fertilizer  would  result  in 
less  nitrogen  spread  on  the  ground,  reducing  greenhouse 
gases  and  groundwater  contamination. 

Starvation  could  be  eased.  In  fact,  agricultural  biotechnol- 
ogy is  already  having  an  impact.  Golden  rice,  engineered  to 
produce  high  levels  of  beta  carotene,  is  being  distributed  free 
in  Third  World  countries,  where  Vitamin  A  deficien- 
cies result  in  hundreds  of  thousands  of  cases  of 
blindness  and  other  preventable  illnesses 
every  year.  But  it  is  a  transgenic  crop, 
meaning  it  has  genes  from  another 
species,  the  very  definition  of  what 
critics  deride  as  Frankenfood. 

With  golden  rice  as  the  model, 
companies  are  racing  to  develop 
foods  they  hope  will  taste  better, 
last  longer,  and  be  more  nutritious. 
Researchers  also  seek  to  expand  the 
food    supply    by    making  crops 
drought-resistant  and  salt-tolerant, 
able  to  thrive  on  land  currently 
unsuitable  for  farming.  In  China  and 
elsewhere,  efforts  are  under  way  to  create 
strains  of  rice  that  would  resist  rice  blast 
fungus,  a  devastating  crop  disease  responsible 
for  famines  in  Asia. 

OO  AMERICANS  CAM? 

What  are  the  chances  that  this  important  work  will  be 
stopped  in  the  United  States,  home  to  some  of  the  world's 
leading  ag-biotech  companies?  Europe  may  be  unique  for  a 
number  of  reasons.  Cases  of  mad  cow  disease  in  the  United 
Kingdom  and  now  continental  Europe,  dioxin  in  Belgian 
food,  HIV  in  the  French  blood  supply,  and  other  recent  gov- 
ernment debacles  have  shaken  the  faith  of  the  public  in  their 
regulatory  agencies.  Consequently,  many  European  con- 
sumers are  unwilling  to  accept  the  government's  word  that 
GM  foods  are  safe. 

But  most  surveys  show  that  American  consumers  are  rela- 
tively unconcerned  about  GM  foods,  says  Thomas  J.  Hoban, 
a  sociology  and  food  science  professor  at  North  Carolina 
State  University  who  has  monitored  public  perception  of  the 
foods  for  more  than  a  decade.  Even  after  the  StarLink  inci- 
dent, biotechnology  was  near  the  bottom  of  the  list  of  things 
that  worn'  consumers  at  the  supermarket. 

But  unlike  Europe,  in  this  ccunrrv,  regulatory  agencies — 
U.S.  Department  of  Agriculture,  the  Food  and  Drug 
Administration,  and  the  Environmental  Protection  Agency — 


oppose  mandatory  labeling  of  foods  containing  GMOs.  Al 
American  Medical  Association  committee  recently  conclude! 
that  GM  foods  don't  pose  serious  health  risks  and  don 
require  special  labeling.  The  U.S.  philosophy,  in  essence,  i 
that  food  should  be  labeled  if  these  products  differ  signif 
cantly  from  their  conventional  counterparts.  In  the  eyes  of  rli 
government,  the  genetic  modifications  of  current  crops  don 
cross  that  line  because  the  alterations  are  tiny  compared  wit 
many  things  that  already  go  unnoted  on  food  labels. 

"There  are  200  genetically  different  corn  hybrids  used  t 
produce  the  yellow  dent  corn  for  the  commodity  markets  i 
the  U.S.,  and  they're  all  quite  different,"  notes  Wallace  Be« 
ersdorf,  head  of  R&D  at  Novartis  Seeds.  "They  differ  in  pro 
tein  content,  oil,  in  many  attributes,  including  susceptibilii 
to  fungi.. ..We  don't  label  all  that.  It's  still  No.  2  dent  cornj 
Adding  a  single  gene  with  a  single  protein  product  is,  for  cod 
sumers,  irrelevant,  he  maintains. 

David  Schmidt,  senior  vice  president  fq 
food  safety  at  the  International  Food  Infoi 
mation  Council,  argues  that  labelin 
would  make  insignificant  difference! 
look  important,  and  that  the  scientifi 
language  needed  to  explain  it  mign 
in  effect  become  a  skull  and  crosj 
bones  in  the  eyes  of  shoppers. 

Still,  others  in  the  industry  an 
beginning  to  wonder  if  labelinj 
might  offer  more  benefit  than  but 
den.  "If  we  had  labeling,  we  pro! 
ably  wouldn't  have  had  half  tri 
chaos  we've  had,"  says  Burrill.  Eve 
Beversdorf  concedes  that  some  forn 
of  labeling  may  be  inevitable,  particu 
larly  if  U.S.  consumers,  stirred  up  by  thi 
StarLink  recall  and  European  outcry,  begii 
to  demand  it.  Labeling  here  would  also  eas 
efforts  toward  harmonization  of  international  trad 
laws,  he  acknowledges. 

Some  go  even  further.  Dave  Summa.  president  and  CEO  c 
Mendel  Biotechnologies  in  Hayward,  California,  suggest 
that  industry  could  turn  a  perceived  liability-  into  a  benefit  b 
creating  a  new  category  of  "green  foods"  and  communicatin 
the  message  that  they  are  "grown  in  a  better  way,"  he  says. 

"What  we're  doing  is  growing  more  food  on  the  sam 
land,  destroying  less  land  by  having  better  growing  practice; 
using  fewer  chemicals,"  Summa  says.  "We  in  the  industr 
could  get  together  and  say  we're  going  to  create  a  'greer 
mark  that  would  meet  certain  standards,"  such  as  50%  lowe 
use  of  pesticides  and  fertilizers.  "Then  people  would  feel  goo 
about  what  these  technologies  are  doing." 

The  gulf  between  the  biotech  industry  and  activist  group 
may  be  too  broad  to  span,  but  industry  still  hopes  to  win  ove 
consumers.  "Education  is  important,  but  its  not  going  to  b 
enough,"  says  Keith  Walker,  president  of  the  Plant  and  Indu; 
trial  Products  Division  at  ValiGen,  a  San  Diego,  Californh 
company  researching  ways  to  make  drought-resistant  an 
saline-tolerant  crops.  Indeed,  educating  people  about  biotech 
nology  has  become  a  political  process,  with  anti-biotech  activist 
on  one  side,  industry  on  the  other,  and  the  media  in  the  middli 
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rope,  Walker  suggests,  consumers  will  need  to  regain  faith 
;ulators  if  GM  crops  are  ever  going  to  have  a  chance. 

[IN6  HAMMONV 

iow,  the  fact  that  GM  foods  must  be  labeled  in  Europe, 
rig  supermarkets  reluctant  to  touch  them,  has  had  ripple 
s.  One  instance  occurred  in  Canada,  where  researchers 
e  Crop  Development  Centre  at  the  University  of  Sas- 
lewan  (Saskatoon)  developed  a  transgenic  strain  of  flax 
resistant  to  sulfonylurea  herbicides  already  in  the  ground, 
lerbicides  used  on  cereal  grains  in  western  Canada's  alka- 
oil  do  not  break  down  well,  making  it  difficult  to  grow 
dleaf  plants  like  flax.  This  new  strain  could  thrive  where 
?ntional  varieties  withered. 

it  Europe  is  a  major  market  for  flax,  so  exporters  who 
here  would  have  to  guarantee  that  their  product  contains 
M  seed,  which  would  be  impossible  if  the  crops  were 
n  anywhere  in  western  Canada.  That  requirement  meant 
ears  of  research  went 
i  the  drain,  says  Gordon 
and,  a  flax  breeder  and 
er  director  of  the  Crop 
dopment  Centre.  The 
s,  which  were  never 
ed,  are  being  destroyed 
he  product  is  being  dereg- 
d.  The  hard  lesson  is  that 
od-exporting  countries 
the  United  States  and 
ida,  farmers  must  con- 
the  demands  of  Europe  as 
is  domestic  regulations,  a 
i  balancing  act. 
f  there  were  tolerances 
ransgenics  in  shipments, 
ure  that  the  [GM]  variety  could  have  gone  ahead,"  says 
land.  "You  could  have  guaranteed  that  there  would  be,  at 
t,  a  very  low  level  of  any  transgenics  in  a  shipment." 
jt  that's  not  the  way  it  works.  "There  is  zero  tolerance, 
:hat's  impossible,"  he  notes.  "If  you've  got  a  [GM]  vari- 
ut  there,  you  cannot  absolutely  guarantee  there  won't  be 
mixing  or  contamination  at  some  point  in  the  process." 
he  added  irony  is  that  flax  is  largely  used  for  its  oil, 
h  contains  no  protein  or  DNA,  transgenic  or  otherwise. 
;t  objections  to  GM  foods  have  to  do  with  the  fear  of 
timing  novel  genes  or  allowing  their  "escape"  into  the 
onment,  neither  of  which  would  be  possible  after  the 
l  and  proteins  are  removed.)  In  any  case,  the  oil  is  used 
ly  for  industrial  applications  such  as  paints,  inks,  and 
;um  rather  than  food. 

uropean  resistance  to  GM  foods  also  hurts  U.S.  sugar 
farmers,  who  are  struggling  against  foreign  competition, 
ldup  Ready  sugar  beets — already  approved  for  commer- 
ase — would  save  farmers  $90  to  $100  per  acre  in  weed 
■ol  costs,  according  to  Hoban  of  North  Carolina  State, 
they're  afraid  to  implement  the  technology  because  of 
lownstream  processing  companies,"  he  says.  Major  food 
essing  companies  wouldn't  want  to  risk  buying  the  prod- 
lecause  the  sugar  would  be  rejected  by  European  grocery 


stores.  This  is  despite  the  fact  that  refined  sugar  contains  no 
protein  or  DNA  and  would  be  indistinguishable  from  prod- 
ucts with  a  conventional  origin. 

So  far,  these  kinds  of  problems  are  more  a  matter  of 
economics  than  survival.  Industry  insiders  point  to  the 
enthusiasm  for  biotechnology  in  countries  like  China  and 
India,  where  the  focus  is  less  on  profit  and  more  on  feeding 
large  populations  and  averting  famine.  But  as  researchers 
develop  more  crops  like  golden  rice,  the  discontinuity 
between  Europe  and  the  rest  of  the  world  could  trigger  bigger 
problems.  For  example,  if  an  engineered  rice  strain  resistant  to 
blast  fungus  were  not  planted  because  of  European  concerns,  an 
epidemic  might  cause  widespread  famine.  "Harmonization  [of 
labeling  requirements]  is  key,  but  I  don't  see  anything  happening 
for  the  next  couple  years,"  says  Beversdorf,  who  works  in  Basel, 
Switzerland.  "I  hope  I'm  wrong." 

Meanwhile,  the  battle  for  the  hearts  and  minds  of 
the  American  public  continues.  While  most  consumers 

remain  sanguine  about  (or 
oblivious  to)  genetically 
modified  foods,  researchers 
are  becoming  increasingly 
discouraged  about  what  they 
see  as  a  cynical  campaign  by 
activist  groups  to  turn  the 
public  against  technology 
that  could  help  bring  relief  to 
a  needy  world.  "Almost 
30,000  children  die  of  nutri- 
tionally related  diseases  in 
this  world  every  day,"  says 
ValiGen's  Walker. 

But  arguing  in  support  of 
the  environmental  benefits  of 
GMOs  may  be  an  uphill  bat- 
tle. Some  of  the  biotech  industry's  best  potential  allies  have 
already  staked  out  positions  in  opposition.  Greenpeace  calls  for 
"no  genetic  manipulation  of  nature,"  a  rallying  cry  that  if  taken 
literally  would  outlaw  farming  practices  extending  back  to  the 
Neolithic  Age.  In  May,  the  Sierra  Club  called  for  "a  moratorium 
on  the  planting  of  all  genetically  engineered  crops... including 
those  now  approved." 

In  the  end,  it  may  be  economics  that  brings  us  together 
again.  Europe  is  in  essence  demanding  its  own  supply  chain 
of  food,  and  consumers  will  ultimately  pay  for  it.  For  impor- 
tant crops  such  as  soybeans  that  come  from  outside  Europe, 
the  onus  of  assuring  GM-free  cargo  will  fall  to  importers. 
Such  specialty  crops  are  nothing  new;  Japanese  importers 
regularly  commission  farmers  to  grow  special  varieties  of 
soybeans  and  keep  them  separate  from  other  crops.  Farmers 
are  happy  to  oblige  —  for  a  price.  European  shoppers,  who 
already  pay  more  for  food  than  Americans,  may  one  day 
become  frustrated  with  food  costs  in  much  the  way  they 
balked  at  high  gas  prices  last  year.  At  that  point,  European 
grocers  may  have  the  courage  to  stock  GM  foods,  duly 
labeled,  on  their  shelves.  ■ 


Karl  Thiel  is  the  editor  in  chief  of  DailyTwist,  an  online  maga- 
zine on  the  biotechnology  industry  published  by  DoubleTwist. 
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For  an  additional  story  on  GM  Foods,  use  your 
:CueCat  device  to  scan  the  cue  code  (left). 
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uring  the  late  1990s,  the  venture  capital 
firms  that  helped  create  the  hiotech  industry 
ditched  drug  discovery  deals  to  do  Internet 
plays.  Many  of  the  industry's  supporters,  including 
me,  have  been  whining  and  complaining  about  that 
desertion.  But  it  may  have  been  just  what  biotech 
needed  to  get  some  quality  back  into  the  startup 
pool  of  companies,  by  forcing  survival  of  the  fittest. 

The  hot-hot-hot  biotech  public  markets  of  the 
late  1980s  and  early  1990s  generated  huge  returns 
for  early  investors,  creating  a  rush  to  add  biotech 
to  venture  portfolios.  Many  of  these  newcomers 
missed  the  crucial  point  that  good  biotech  deals 
require  strong  scientific  expertise.  But  even  more 
important,  they  need  a  grasp  of  the  commercial- 
ization issues  in  turning  "cutting-edge"  science  into 
revenue-generating  products. 

VC  firms  recruited  biotech  investors  loaded 
with  degrees  in  business,  law,  and  science  without 
bothering  to  look  for  real-world  experience.  Many 
of  these  junior  VCs  had  never  been  employed, 
much  less  managed  other  employees  or  projects. 
Some  of  them,  emboldened  by  their  firms'  hefty 
bank  accounts,  set  a  new  benchmark  for  rude 

behavior  toward 

Today,  there  is  a  distinct  shift 
occurring,  with  a  slow  but 
steady  flow  of  lucrative  biotech 
deals  coming  from  a  new  set 
of  specialist  investors. 


entrepreneurs. 

The  resulting 
mess  gave  us  a 
batch  of  biotech 
companies  that 
were  left  twisting 
in  the  wind  when 
their  VC-loaded 
boards  panicked  at  the  lack  of  Wall  Street  enthusi- 
asm and  flocked  to  dot-coms. 

Today,  there  is  a  distinct  shift  occurring,  with  a 
slow  but  steady  flow  of  lucrative  biotech  deals 
coming  from  a  new  set  of  specialist  investors. 
While  the  big  VC  firms  are  bulking  up  to  become 
'"full-service"  silicon  funds,  complete  with  in- 
house  public  relations  and  human  resource 
experts,  a  new  generation  of  biotech  finance  geeks 
is  creating  the  next  crop  of  biotech  winners. 

Says  Constance  McKee,  CEO  of  Xavos  in 
Woodside,  California:  "While  you  always  want  the 
money,  you  need  investors  who  see  the  opportu- 
nity to  build  value  and  understand  just  how  time- 


consuming  and  risky  drug  development  and  com 
mercialization  really  are."  Another  important  traj 
is  a  willingness  to  fund  deals  outside  the  flavor  0 
the  month  by  being  savvy  enough  about  the  bio 
pharma  business  to  look  beyond  the  buzzwords. 

One  biotech  investor  who  fits  this  description 
Fred  Craves,  founding  partner  at  what's  now  Ba 
City  Capital  in  San  Francisco.  He  was  CEO  o 
Codon  in  the  1980s,  sold  it  to  Schering  AG  il 
1990,  ran  Schering's  West  Coast  Berlex  Bioscienc< 
cofounded  the  Burrill  &:  Craves  merchant  bank,  the 
founded  his  current  venture  capital  firm  in  1996  c 
do  life  science  investments.  The  principals,  includin 
the  former  CEOs  of  Calgene  and  Affymax,  all  hav 
operational  backgrounds.  Bay  City  specializes  il 
turnarounds  of  biotech  "fallen  angels,"  combining 
working  board  of  retired  big  pharma  execs  and  a 
executive-in-residence  program  to  give  their  port 
folio  companies  access  to  real-world  acumen  Ion 
before  they  could  recruit  it  internally. 

All  this  requires  a  time  frame  longer  than  th 
typical  venture  horizon.  Bay  City  gets  that  luxur 
by  having  the  Pritzker  family  as  its  only  limite 
partner.  "The  family  has  behaved  as  a  merchan 
bank  for  five  generations,"  says  Craves.  "We  don 
have  to  placate  lots  of  limited  partners  with  a  nee> 
for  near-term  returns.  We  can  work  a  deal  fo 
seven  or  eight  years  if  we  think  value  is  there  an< 
we  can  grow  it." 

Another  knowledgeable  biotech  investor  i 
Dennis  Purcell,  senior  managing  partner  ai 
Perseus-Soros  Biopharmaceutical  Fund.  He  startei 
out  at  PaineWebber  with  the  hot  team  of  Dr.  Stelio 
Papadopoulos  and  Reinaldo  Diaz,  moved  to  Ham 
brecht  Sc  Quist  in  1994  to  head  up  Life  Sciences 
then  joined  Perseus-Soros  this  year.  Purcell's  tim 
in  the  trenches  gives  him  a  valuable  perspective  o 
how  to  achieve  long-term  value  in  biotech,  and  hi 
current  fund  is  structured  to  give  him  the  time  am 
capital  to  support  those  firms  he  believes  will  pro 
duce.  He  has  built  an  advisory  board  that  include 
former  heads  of  the  Food  and  Drug  Administra 
don  and  Rockefeller  University,  along  with  a  hefr 
assortment  of  scientists  and  physicians. 

Other  new  biotech  insider  favorites  in  the  ventur' 
biz  with  battle-tested  business  development  experi 
ence  and  a  gut-level  understanding  of  science  include 
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Ikyline  Ventures  (Palo  Alto,  California):  Recent  addition 
Yasunori  Kaneko  trained  as  an  M.D.  and  worked  as  a 
ker  for  Paribas  in  Tokyo,  but  he  spent  most  of  his  career 
usiness  development  at  Genentech  and  Tularik  and  as 
)  of  Zyomyx. 

ladybird  Venture  Capital  (Palo  Alto):  Cofounded  by  Dr. 
i  Kallmeyer,  a  neurosurgeon  who  was  part  of  Aviron's  found- 
team  as  vice  president  of  business  development  and  CFO. 
iealthCare  Ventures  (Cambridge,  Massachusetts):  This 
has  added  Dr.  Chris  Mirabelli,  SmithKline  research  scien- 
and  cofounder  of  Isis  Pharmaceuticals  and  founder/CEO 
.eukoSite  (acquired  in  1999  by  Millennium),  and  Gus 
rlor,  former  COO  at  LeukoSite. 

.  P.  Morgan  Partners  (San  Francisco):  Biotech  deals  are 
ring  from  Rodney  Ferguson,  former  biochemist,  lawyer, 
senior  director  of  business  and  corporate  development  at 
entech,  and  former  InterWest  Partners  venture  capitalist. 
^ieuroVentures  Fund  (Charlottesville,  Virginia):  The  man- 
ig  director  and  general  partner  of  this  new  fund,  Dr.  Mark 
hran,  started  as  a  researcher  turned  vice  president  of  busi- 

development  at  Bayer  Biotech,  then  worked  with  MDS 
ital  before  returning  to  his  neuroscience  roots. 
nternational  Biomedicine  Management  Partners  (Basel, 
tzerland):  Dr.  Jiirgen  Drews  retired  as  president  of  Roche's 
>al  research  and  development  to  work  in  venture  capital, 

he  continued  to  fund  biotech  through  the  venture 
jght  before  moving  to  Bear  Stearns. 


Falcon  Technology  Partners  (Devon,  Pennsylvania):  This 
is  the  family  fund  of  Dr.  George  Rathmann,  founding  CEO  of 
Amgen  and  ICOS  and  now  chairman  of  Hyseq. 

Three  Arch  Partners  (Menlo  Park,  California):  Jeff  Bird, 
former  senior  vice  president  of  business  operations  at  Gilead 
Sciences,  joined  this  respected  fund  last  summer. 

Life  Science  Venture  Fund  (Tokyo):  The  first  Japanese  bio- 
technology venture  fund  is  led  by  Dr.  Tadashi  Matsumoto,  former 
research  scientist  and  business  development  director  at  Kyowa 
Hakko  and  founder  of  ReqMed,  a  business  development  firm. 

All  of  these  VCs  have  been  on  the  drug  development  battle- 
ground, fighting  to  move  a  concept  from  the  lab  bench  into 
the  marketplace.  They  have  a  fierce  belief  in  the  inherent  value 
of  biotechnology.  As  one  biotech  insider  put  it,  "They  had  the 
balls  to  invest  when  others  were  insecure  about  the  biotech 
business  model,  because  they  understood  the  demand  for  new 
products  from  big  pharma." 

Thanks  to  Darwinism,  biotech  now  has  toughened  investors 
ready  to  weather  the  storms  of  the  next  decade — and  to  reap 
the  incredible  benefits.  ■ 


Cynthia  Robbins-Roth  is  the  founding  partner  of  BioVenture 
Consultants  and  author  of  From  Alchemy  to  IPO:  The 
Business  of  Biotechnology  (Perseus  Books).  She  spends 
most  of  her  time  working  with  early-stage  biotech  com- 
panies and  writing  cranky  columns  about  recalcitrant  ven- 
ture capitalists. 


Coming  in  the  April  2nd  Forbes  ASAP 


Get  ready  for  the  next  great  tech  revolution! 
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Innovations  in  Micro-Electro-Mechanical 
Systems  (MEMS)  are  about  to  unleash  a  new 
generation  of  smart,  and  really  small,  devices 
that  combine  the  best  of  semiconductors 
with  traditional  moving  machines.  Forbes 
ASAP  offers  the  first  comprehensive  look  at 
this  cutting-edge  technology  and  its  impact  on 
diverse  industries  from  optical  networking  to 
biotech. 


Plus...  THE  TECH  RICH  LIST 

Forbes  ASAP's  much-discussed  "Rich  List" 
returns,  revealing  the  100  wealthiest  people 
employed  in  high  tech. 

Ad  Space  Closes:  February  12,  2001 
Contact:  Cat  Lukas,  Ad  Director 
(650)  558-4842  /  clukas@forbes.com 
Visit:  www.forbesmedia.com 


defining  the  digital  age 


NOjmNG  VENTURED 

Life  on  the  Edge 


-a 


Peer-to-peer  HAS  been  called  both  the 
furure  of  distributed  computing  and  the  Inter- 
net's great  leveler.  Unlike  the  hierarchical 
model  of  client-to-server  computing,  P2P  connects 
all  computing  devices  as  equals.  By  harnessing 
undeployed  resources,  PCs  and  other  devices  take 
on  the  server  role  and  become  major  resource  par- 
ticipants on  the  global  computing  landscape. 

The  fusing  of  unused  computing  resources  into 
a  single  virtual  machine  is  the  first  promise  of  P2P. 
There  are  more  than  200  million  multimedia  PCs 
in  use,  each  capable  of  processing  audio,  video, 
and  text  and  storing  vast  quantities  of  information. 
Yet,  with  all  this  power,  a  typical  desktop  PC  spends 
75%  of  its  time  idle,  with  fast,  "always  on"  Inter- 
net connections  as  undeployed  resources. 

P2P  harnesses  not  only  this  processing  power 
but  also  storage,  bandwidth,  and  even  system  support 
personnel  across  PCs  and  the  billions  of  emerging 
devices,  such  as  wireless  phones,  handhelds,  interac- 
tive TVs.  and  game  consoles.  The  essence  of  P2P  is 
that  by  using  these  ubiquitous  computing  devices  at 
the  edges  of  the  Internet,  they  not  only  multiply  in 
number  but  gain  in  power. 

The  second  promise  is  person-to-person,  or  self- 
assembled  affinitv 


The  essence  of  P2P  is  that  by 
using  these  ubiquitous  computing 
devices  at  the  edges  of  the 
Internet,  they  not  only  multiply 
in  number  but  gain  in  power. 


groups.  These  vir- 
tual groups  form 
independently  of 
traditional  corpo- 
rate boundaries. 
In  this  case,  the 
power  of  tech- 
nology is  meshed 
with  the  intellec- 
tual capital  driving 
the  technology  itself.  This  powerful  combination  of 
peer-to-peer  and  person-to-person  suggests  new 
development  tools,  new  applications,  new  business 
models,  and  new  boundary-free  corporate  structures. 

The  stunning  growth  of  the  Napster  commu- 
nity, a  combination  of  the  installed  base  of  multi- 
media PCs  and  the  coming  together  of  40  million 
people  with  a  shared  interest  in  music,  illustrates 
both  promises.  As  a  member  of  the  Napster  commu- 
nity. I  can  access  dig  tal  resources  worldwide,  com- 


municate with  other  members  of  the  community, 
and  join  self-forming  affinity  groups — without  any 
action  or  cost  on  Napster's  part. 

Startups  such  as  Roku  and  Groove  Networks 
have  emerged  to  deliver  frameworks  to  build  other 
new  P2P  applications.  With  Roku's  products,  I  can 
use  my  wireless  device  to  access  the  files  on  my 
desktop  (or  yours)  from  anywhere.  Companies  such 
as  Popular  Power  and  United  Devices  plan  to  rent 
out  processing  power  from  idle  PCs. 

Established  companies  are  not  far  behind  in 
leveraging  P2P.  MyCIO,  a  division  of  Network 
Associates,  recently  deployed  Rumor,  a  new  anti- 
virus and  security  system.  After  Rumor  is  installed 
on  each  corporate  PC,  only  the  first  PC  to  sign  on 
to  the  corporate  network  checks  the  MyCIO  Web 
site  for  antivirus  updates;  subsequent  PCs  signing 
on  check  other  PCs  for  the  updates. 

The  new  P2P  computing  environment,  however, 
is  not  without  challenges.  Transforming  the  ways 
organizations  work  and  collaborate  with  customers 
and  partners  in  a  boundary-free  world  may  be  the 
most  serious  issue.  Allowing  digital  resources  to 
be  accessible  to  any  computing  device  worldwide 
should  create  huge  business  opportunities  for  secu- 
rity and  accountability  applications. 

Several  companies  are  poised  to  benefit  from  the 
emerging  needs  of  managing  an  edge-based  comput- 
ing network  and  the  emerging  applications.  These 
include  Veritas  as  the  leader  in  distributed  data  and 
storage  solutions,  Akamai  with  its  distributed  content 
management  solution,  and  private  company  Zembu 
with  its  edge-based  database  management  solution. 

A  computer  on  every  desktop  was  the  vision  of 
young  Microsoft  CEO  Bill  Gates  in  the  mid-19~0s. 
Decades  ago.  Gordon  Moore  of  Intel  declared 
that  processors'  would  double  in  speed  every  18 
months.  These  views  are  even  more  prescient  when 
we  consider  that  computing  devices  rather  than  the 
powerful  server  could  drive  the  next  generation  of 
the  digital  economy.  ■ 

Arm  Winblad  is  a  founding  partner  of  Hummer 
Wmblad  Venture  Partners  in  San  Francisco.  She 
may  hold  financial  positions  in  companies  cited. 
She  can  be  reached  at  awinbladQhumwin.com. 
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mncing  an  all-new  investment  advisory  from  Forbes  to  help 
u  accumulate  real  and  lasting  wealth  investing  now  in  the... 

Wireless  Revolution! 


dy  isn't  in  the  advance  guard  of  wireless;  he  is  the  advance  guard. 

The  Wall  Street  Journal,  Feb. 


yy 


1994 


lions  to  be  made  from  the  wireless  revolution 
/arf  all  past  profits.  BUT,  you  need  to  know 
wireless  companies  will  enjoy  explosive 
i  and  which  will  merely  explode. 

!  next  and  most  sweeping  of  all  technology  revolutions 

an.  Digital  wireless  devices  are  replacing  personal 

ers  as  the  engine  of  technological  change.  Soon  the 

Internet  really  will  be  everywhere  and  a  new  generation 

t"  wireless  devices  will  make  all  else  obsolete. 

i  estimated  that  wireless  will  be  worth  $26.3  billion  sales 

■  and  will  grow  exponentially. 

,  as  happened  in  the  early  days  of  computers  and  the 

,  many,  if  not  most  of  the  rushed-to-market  wireless 

s  and  the  companies  who  bet  their  bank  on  them,  will 

:eed. 

You  can  grow  rich  in  the  next  3  to  5  years, 
resting  in  wireless  stocks  that  will  post  gains 
of  500%  to  even  1,000%  or  more! 

n  there  is  a  reliable,  proven-effective  way  for  you  to  sift 
the  overwhelming  number  of  new,  repackaged  and 
companies  all  making  big  noise  about  their  stake  in  the 
gold  rush.  Now  you  can  invest  only  in  the  sure  winners 
ie  of  the  certain  losers. 

bes/Andrew  Seybold's  WIRELESS  OUTLOOK  will  help 
erstand  the  impact  of  specific,  new  wireless  technolo- 
lout  overburdening  you  with  technological  intricacies, 
xplain  the  relevant  technological  elements  that  make 
lpany  or  application  better  than  another  so  that  you  are 
ition  to  make  objective  investment  decisions. 
:very  issue  you  will  find  up-to-the-second  new 
tion  that: 

i  how  the  wireless  revolution  is  totally  reshaping 
ly  we  communicate,  store  and  use  information, 
i  all  the  significant  announcements,  credible  whispers 
■eakthroughs  of  the  wireless  industry  that  will  affect 
/ireless  investments. 

s  3  to  6  of  the  most  promising  wireless  companies, 
lublic  and  soon-to-IPO,  and  tells  you  why  each  is 
ally  attractive. 

irts  our  model  portfolio  of  wireless  investments, 
ill  always  know  what  you  should  be  holding,  what 
i  to  your  portfolio  and  when  it's  time  to  take  profit, 
ly  as  valuable,  you  will  know  why.  Which  means  you 
!  the  kind  of  informed  investor  who  can  sit  comfortably 
>h  the  market's  inevitable  volatility, 
bes  has  teamed  up  with  the  most  sought  after  consul- 
he  big  leagues  of  international  technology  to  bring  you 
Andrew  Seybold's  WIRELESS  OUTLOOK. 

unbiased  and  accurate  opinions  and  predictions  are 
)y  and  acted  upon  in  the  boardrooms  of  technology 

His  facile  grasp  of  technical  intricacies  and  his  track 
t  identifying  nascent  opportunities  have  won  him 


respect  (as  well  as  consulting  contracts)  from  the  likes  of  IBM, 
Vodafone  AirTouch,  Qualcomm  and  Motorola  to  dazzling 
newcomers  like  Wireless  Knowledge  and  SmartServ  Online. 

As  a  fiercely  independent  but  open-minded  observer 
who  keeps  daily  contact  with  the  key  companies  and  people 
advancing  technology,  Andrew  Seybold  is  in  a  unique  position 
to  help  you  separate  the  genuine  super-stocks  of  the  wireless 
revolution  from  the  soon-to-crash.  Now  you  too  can  profit 
from  Andy  Seybold's  uncanny  ability  to  sense  still  forming  new 
directions  in  the  world  of  computers  and  communications. 
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LDERED   AGE  by  Georo^Gilder  and  Bret  Swanso 


The  current  disdain  of  the  press  and  Wall 
Street  wise  guys  gives  you  the  chance  right 
now  to  buy  a  stake  in  the  stratospheric  future 
of  communications  at  the  price  of  a  pedestrian 
blue  chip.  To  buy  shares,  for  example,  in  a  poten- 
tial global  franchise  in  telecom,  whether  low  earth 
orbit  satellites  or  undersea  fiber,  for  the  price  of  an 
Appalachian  REIT.  Yes,  I  mean  Global  Crossing 
(NYSE:  GX)  and  Globalstar  Telecommunications 
(Nasdaq:  GSTRF). 

At  some  point,  the  market  will  come  to  appreciate 
the  significance  of  the  unique  reach  and  undersea 
capacity  of  the  Global  Crossing  network  at  a  time 
when  Internet  traffic  continues  to  surge  faster  around 
the  world  than  in  the  United  States.  As  Global 
Crossing  approaches  $7  billion  in  annual 
revenue,  partnering  with  Exodus  Communications 
(Nasdaq:  EXDS)  and  main- 
taining its  impeccable  reputa- 
tion for  prompt  construction, 
the  market  says  the  company 
is  no  more  valuable  than  it 
was  in  January  1999.  Other 
carriers  say  they  won't  go 
near  the  volatile  and  pricey 
subsea  cable  business.  But 
there  is  emerging  one  com- 
pany smarter  perhaps  than  the 
other  carriers,  and  it  is  paying 
Global  Crossing  the  ultimate 
compliment. 

Led  by  former  Microsoft 
CFO  Greg  Maffei,  360Net- 
works  (Nasdaq:  TSIX)  has 
stolen  Gary  Winnick's  play- 
book — network  map,  financ- 
ing, blazing  build-out  and  all.  360Networks  has 
lit  more  than  10,000  of  its  26,700  route  miles  in 
North  America,  some  segments  with  Nortel  Net- 
works (NYSE:  NT)  OPTera  system,  which  can 
deliver  up  to  160  wavelengths  at  10  gigabits  per  sec- 
ond. The  South  American  cable  extending  to  Brazil 
had  4,000  miles  lit  in  December  2000,  the  remainder 
to  be  finished  in  early  2002.  360Atlantic  is  scheduled 
tor  completion  next  month,  while  the  Asian  and 
nspacific  cables     !1  be  ready  for  service  by  the  end 


of  2001  and  mid-2002,  respectively.  The  first  thre 
cables  range  between  1  and  2  terabits  per  second  i 
total  capacity,  but  360Pacific  will  hold  4.8  terabits 

Maffei  says  he's  trying  to  scare  other  marine  pla\ 
ers  away  with  rock-solid  funding  and  a  quick  builc 
out.  Financing  in  the  subsea  arena  is  hard  to  fine 
and  he  thinks  many  cables  already  announced  b 
other  companies  will  never  be  built.  The  compan 
has  some  $3  billion  in  available  cash  and  Si. 4  billio 
in  backlog  sales  revenue.  This  year,  more  than  80°/ 
of  cash  sales  will  be  from  lit  services. 

Targeting  the  same  market  as  Global  Crossing 
360Networks  is  wholesaling  to  global  carriers  an. 
setting  up  virtual  networks  for  multinational  "data 
corns,"  as  Maffei  calls  them. 

Terrestrially,  360Network's  deployment  gaine^ 
speed  from  its  patented  railplow,  which  obviates  th 
need  to  retreat  to  an  often  distant  side  spur  ever 
time  a  train  comes  by.  Using  hydraulics,  railplo\ 
lifts  the  spooler  off  the  track  temporarily  while  th 
train  passes.  Such  innovations  enabled  360Net 
works  to  begin  constructing  its  North  American  ne 
18  months  after  Level  3  Communications  (Nasdac 
LVLT),  yet  build  and  light  its  network  faster. 

In  a  sense,  this  is  a  double-or-nothing  endorse 
ment  of  Global  Crossing,  which  remains  at  leas 
two  years  ahead  of  360Networks.  Today,  there  i 
no  economy  but  the  global  economy,  no  Interne 
but  the  global  Internet,  and  no  network  but  th 
global  network.  Global  Crossing  and  360Net 
works  will  battle  for  worldwide  supremacy,  but  i: 
a  trillion-dollar  market,  there  will  be  no  loser. 

Despite  the  foibles  of  its  management  and  it 
revolving  CEOs,  Global  Crossing  remains  th 
world's  best-situated  telecom  company,  achievin 
its  complex  and  ambitious  build-out  faster  tha: 
any  previous  venture.  With  its  network  mostl 
complete  and  with  cash  on  hand,  it  now  stand 
ready  to  harvest  richly  from  the  daring  vision  of  it 
proponents  and  investors. 

As  for  Globalstar,  it  also  offers  far  more  poten 
tial  upside  than  is  imagined  by  purblind  commen 
tators.  Soon  enough,  the  market  will  even  realiz 
that  Irwin  Jacobs  and  Bernard  L.  Schwartz  are  no 
so  obtuse  or  vain  that  they  will  allow  this  immens 
global  asset  to  wither  away  merely  because  tw< 
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hat's  the  value  of  a  company 
at  discovers  how  to  double 
e  average  lifespan? 


word:  inestimable.  Yet  Senesco  Technologies 

done  just  that.  We've  developed  gene  technology 
allows  us  to  delay  the  aging  of  plants 
harvest.  The  result  is  greatly  extended  shelf 
double  or  more  -  and  vastly  reduced  waste 

ad  crops,  which  today  runs  anywhere  from 
30  percent  in  the  $600-billion-plus  world 

cultural  industry.  We  have,  in  short, 

loped  a  minor  miracle. 


tESCO  TECHNOLOGIES.  PATENTS  PENDING.  EXCITEMENT  MOUNTING 


specialty  is  "senescence,"  the  natural 
g  process  in  plants  that  causes  the 
kdown  of  cellular  tissue.  By  suppressing 
»s  already  existing  in  all  plants,  and 
altering  their  natural  taste,  nutrition,  or 
ure,  we've  bred  tomatoes  that  remain 
loiled  for  as  long  as  five  weeks  after  picking 
■of-the-mill  tomatoes  last  around  two  weeks. 

potential  is  immense.  Our  scientific  expertise  is 
faled.  And  approvals  with  key  regulatory  agencies  are 
vely  straightforward.  The  fact  is,  there  may  not  have  been  a 
;  exciting  breakthrough  in  agriculture  since  the  creation 
nthetic  fertilizers. 

nay  be  small.  This  is  big.  A  minor  miracle  with  major  implications. 

:an  learn  more  about  senesco  technologies,  inc.  at  www.senesco.com 


THE  GILDERED  AGE 


old  men  cannot  get  their  act  together.  They  could 
solve  the  Globalstar  problem  merely  by  announc- 
ing the  adoption  of  the  system  by  Wingcast,  the 
Qualcomm  (Nasdaq:  QCOM)-Ford  Motor  Com- 
pany (NYSE:  F)  partnership  to  supply  wireless 
services  to  cars.  At  present,  other  methods — such 
as  On  St. u,  used  by  more  than  30  General  Motors 
(NYSE:  GM)  models  for  global  positioning  and 
remote  control  services — do  not  work  when  you 
move  beyond  cellular  coverage.  OnStar  excels  only 
in  populated  areas  where  communications  arc- 
available,  chiefly  when  you  don't  acutely  need  it.  It 
lacks  the  global  star. 

Similarly,  Wingcast  will  be  a  failure  unless  it 
offers  the  universal  two-way  coverage  that  only 
Globalstar  can  enable  at  a  reasonable  price.  By 
dedicating  just  20%  of  its  capacity  and  employing 
car  antennas  with  double  the  gain  of  its  handsets, 
Globalstar  could  even  offer  3G  vehicular  services 
at  some  153  kilobits  per  second  (Kbps)  to  millions 
of  automobiles.  Indeed,  the  same  megabit-plus 
services  to  be  made  available  in  airplanes,  as  the 
Qualcomm-Globalstar  In-Flight  Network  adopts 
high  data  rate  (HDR),  are  technically  feasible  for 
buses,  trains,  boats,  cruiseships,  or  automobiles. 

Jacobs'  assurance  that  the  Globalstar  system 
will  last  "indefinitely  into  the  future"  will  not  help 
Qualcomm  if  he  and  Schwartz  stiff  the  existing 
Globalstar  shareholders  and  plunge  the  company 

into  a  briar  patch 

The  huge  surge  of  venture  invest- 
ments of  the  late  1990s  and  early 
2000s  will  yield  a  steady  flow  of 
innovations  reaching  the  market 
over  the  rest  of  the  decade. 


of  bankruptcy  liti- 
gation and  scandal. 
With  Globalstar 
stock  trading  un- 
der $2  at  press 
time,  the  company 
remains  financially 
vulnerable  even  as 
its  technology  be- 
comes more  valu- 
able. This  paradox  cannot  last  forever. 

WORLDCOM'S  LONG-DISTANCE  CHALLENGE 

Such  financial  perils,  however,  in  no  way  impair  the 
immense  potential  of  Telecosm  technologies.  The 
Telecosm  is  not  even  remotely  near  stalling  or  stag- 
nating; it  is  still  on  the  runway,  gaining  momentum. 
Wireless  access  remains  mostly  unavailable,  and 
most  Internet  wireline  links  stili  function  at  56  Kbps 
or  slower,  entailing  a  prolonged  boot  and  dial-up. 
Download  delays  still  average  more  than  130  mil- 
liseconds in  the  U.S.  and  at  least  double  that  overseas 
for  a  single  object  in  Web  pages  that  routinely  hold  20 
objects  or  more.  The  Net  is  still  a  jungle  of  "hot 
potato"  routing  and  conflicted  peering,  with  packet 
loss  at  5%  or  higher.  Yet,  Internet  traffic  continues  to 
boom.  Despite  crippling  antitrust  handcuffs  on 
WorldCom's  (Nasdaq:  WCOM)  Internet  strategy, 
John  Sidgmore  declares  that  IP  traffic  on  UUNet  con- 


tinues to  soar  at  close  to  tenfold  every  year  or  so.  On 
a  single  fiber  cable,  the  fibersphere  promises  band- 
width in  petabytes  per  second,  comparable  to  total 
current  Internet  traffic  in  petabytes  per  month. 

This  surge  is  rippling  through  the  industry.  Late 
last  year,  AT&T  (NYSE:  T),  British  Telecommunica- 
tions (NYSE:  BTY),  and  WorldCom  itself  announced 
tracking  stocks  or  spin-offs  of  their  withering  long- 
distance businesses.  AT&T  and  BT  will  also  cleave 
their  wireless  units,  hoping  to  disassociate  ascen- 
dant mobile  from  grounded,  fixed-line  voice.  The 
vertically  integrated  towers  of  telecom  are  swaying 
under  the  weight  of  the  Telecosm. 

The  trillion-dollar  challenge  that  can  truly  unleash 
the  Telecosm,  however,  is  not  bandwidth  but  access. 
The  value  of  networks  in  a  time  of  bandwidth  abun- 
dance comes  not  merely  from  capacity  but  from  con- 
nectivity. The  skies  have  nearly  unlimited  bandwidth 
or  capacity.  But  no  one  buys  airline  stocks  on  the 
basis  of  the  volume  of  air;  airline  income  depends  on 
command  of  runways  and  airport  slots.  The  key  to 
the  supreme  prospects  of  optical  technology  is  not  the 
bandwidth  of  fiber  but  the  connectivity  of  light. 

In  Michael  J.  Mandel's  new  book,  The  Coming 
Internet  Depression,  he  presents  the  entire  econ- 
omy as  a  vessel  like  an  airplane  that  has  to  main- 
tain its  momentum  of  growth  to  stay  aloft.  If  it 
stalls,  it  crashes.  Mandel  insists  it  is  stalling  now. 
This  is  nonsense.  The  Internet  is  lifted  not  by  stock 
market  froth  but  by  the  immense  value  released  by 
the  combination  of  Moore's  Law  silicon  advances, 
annual  doublings  of  storage  capacity,  and  some 
fivefold  annual  increases  in  bandwidth. 

Mandel  foresees  a  collapse  of  innovation  and 
growth  when  venture  capital  outlays  slow  down  in 
a  bear  market.  The  effects  of  VC,  however,  play 
out  not  over  months  but  over  decades.  The  growth 
of  the  '90s  was  largely  an  effect  of  the  venture 
innovations  of  the  1980s.  The  huge  surge  of  ven- 
ture investments  of  the  late  1990s  and  early 
2000s — with  outlays  more  than  doubling  in  the 
first  three  quarters  of  2000  compared  to  1999 — 
will  yield  a  steady  flow  of  innovations  reaching  the 
market  over  the  rest  of  the  decade.  These  innova- 
tions in  turn  will  manifest  themselves  in  new  wire- 
less and  broadband  Internet  access,  petabits  per 
second  of  backbone  bandwidth,  millions  of  lamb- 
das of  new  cheap  connectivity,  exabyte  tides  of 
new  Web  traffic.  Demand  is  relevant  to  economic 
growth  only  as  a  symbol  of  real  productive  contri- 
butions. VC  and  the  rise  in  stock  values  are  sig- 
nificant not  because  of  their  impact  on  consumer 
or  business  outlays  but  because  they  manifest  the 
ascendant  momentum  of  the  New  Economy.  ■ 

George  Gilder  is  a  contributing  editor  at  Forbes 
ASAP  and  editor  of  the  monthly  Gilder  Technology 
Report  for  which  Bret  Swanson  is  an  analyst.  For  a 
newsletter  subscription,  call  1-800-292-4380. 
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That  life  becomes  more  perplexing  and 
frustrating,  at  least  temporarily,  upon  the 
purchase  of  a  new  computer  is  a  given.  We 
shrug  and  take  it  for  granted,  like  the  annual 
winter  bout  of  flu.  Less  remarked  upon  is  how 
the  soul  of  a  new  machine  can  offer  insight 
into  where  we,  the  benighted  denizens  of  the 
growing  digital  darkness,  are  headed. 

What  gave  me  my  most  recent  glimpse 
into  the  future  is  something  that  happens 
with  my  new  iMac  whenever  a  problem 
develops.  For  mysterious  reasons,  for 
instance,  as  soon  as  I  begin  to  print  some 
thing,  a  box  appears  on 
the   screen  telling 
me  Microsoft  Word 
has  quit  and  cites 
an  error  whose 
number  is 
meaningless 
to  me.  Then 
my  computer 
speaks  in  one 
of  those  awful 
computer  voices. 
"It's    not  my 
fault,"  it  intones, 
then  proceeds  to  repeat 
the  words  on  the  screen. 

I  have  no  idea  whether  the  voice,  with  its  slip- 
pery disclaimer,  is  the  work  of  Apple  or  Microsoft 
or  someone  with  a  fetish  for  Stephen  Hawking. 
But  it  always  gets  me  wondering:  Just  whose  fault 
is  it,  if  not  the  computer's? 

I  have  done  nothing  more  than  ask  for  a  print- 
out, a  basic  computer  function,  so  it  can't  be  my 
fault.  As  a  mildly  technophobic  civilian,  like  most 
of  my  fellow  Americans,  I  have  only  a  vague  idea 
of  what  goes  on  in  the  swirl  of  electrons  that  now 
controls  my  productivity  (and,  for  that  matter,  my 
car,  my  house,  my  investments,  and  my  life).  Some- 
where deep  inside  my  little  blueberry  buddy,  some 
synapse  has  misfired,  or  some  minor  zero  has  been 
read  as  a  one. 

This  is  not  a  major  offense;  all  I  have  to  do  is  open 
my  word  processing  program  again.  But  what  both- 
ers me  is  that  mv  computer  is  dodging  responsibility, 
just  like  90%  of  the  people  hauled  into  America's 


criminal  courts,  saying,  "It's  not  my  fault 
Who  is  so  gutless  at  Apple  that  he  or  she  it 
the  need  to  give  the  iMac  an  automate 
cop-out?  What  worries  me  is  that  deep 
the  inner  sanctum  of  the  company's  Cupe 
tino,  California,  headquarters,  someone  h. 
realized  that  the  wheels  are  about  to  con 
off  the  gargantuan  technological  vehic 
we're  all  riding  in  these  days,  and  has  bu 
in  an  escape. 

And  this  dodge  is  just  the  first  of  man 
Just  think  of  the  possibilities:  Your  ATM  givi 
you  $20  instead  of  the  $60  you  asked  for  (and  tl 
receipt  insists  you  received 
but  "It's  not  my  fault."  Tl 
navigating  system  in  yoi 
car  sends  you  to  Buffalo  ii 
stead  of  Biloxi,  but  "Ii 
not  my  fault."  Yo» 
online  trade  doesr 
register  until  tl 
stock  is  10  poin 
down  from  whe 
you  ordered 
dumped,  but  "It's  m 
my  fault."  The  vo 
counting  software  nej 
ates  your  winsomely  dimpk 
chad,  but  "It's  not  my  fault."  Tl 
nuclear  power  plant  just  down  the  coast  forgets  to  shi 
itself  off  when  the  core  temperature  rises  to  meltdov. 
level,  but  "It's  not  my  fau...!" 

Once  Jonah  has  been  swallowed  by  the  whal 
his  muffled  shouts  of  protest  may  be  pretty  futil 
so  it's  probably  way  too  late  for  those  of  us  in  tl 
belly  of  an  increasingly  vast  digital  beast  to  shoi 
about  our  anxieties.  But  there  can  be  no  questic 
that  Moore's  Law  is  on  a  collision  course  wit 
Murphy's  Law.  If  everything  that  can  go  wror 
will  go  wrong,  given  time,  and  the  number  < 
things  that  can  go  wrong  grows  exponentially,  v 
are  now  straddling  some  high  tech  tectonic  plati 
that  are  about  to  slip.  Y2K  times  two. 

So,  should  you  step  out  of  your  house  one  < 
these  mornings  and  hear  a  distant,  disembodie 
voice  echoing  through  the  hills,  "It's  not  my  fault. 
I  would  suggest  going  back  inside  and  putting  c 
your  hard  hat. 
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GOOD  MORNING 

Once  again,  today  has  arrived.  And  it  brings  with  it  the 
same  meetings,  the  same  problems,  and,  in  many 
cases,  the  same  solutions.  Unfortunately,  many  of 
those  same  solutions  aren't  working.  Because 
business  has  been  transformed  by  the  little  letter  e. 
And  the  technology  that  was  once  the  domain 
of  twentysomethings  with  a  website  and  a  warehouse 
in  their  garage  is  now  an  integral  part  of  every  business.  Fortunately, 
however,  the  same  principles  that  made  for  good  management  before 
still  make  good  eBusiness  sense.  Of  course,  that's  a  lot  more  difficult 
now  that  your  business  isn't  contained  by  four  walls  and  needs  to  be 
accessible  anywhere,  anytime,  for  anyone.  That's  why  it's  more  important 
than  ever  to  have  the  very  best  software.  Software  that  manages  your 
business  processes  -  integrating  all  parts  of  your  company,  including 
suppliers  and  partners,  to  make  sure  that  they're  working  together 
seamlessly.  Software  that  manages  information  -  storing,  accessing,  and 
utilizing  the  vast  wealth  of  knowledge  that  you  continually  gather  about 
yourself  and  your  customers.  Software  that  manages  your  infrastructure - 
maintaining  and  securing  your  assets  while  letting  you  see  the  big 
picture  to  ensure  that  everything  keeps  running  smoothly.  There's  no 
doubt  about  it.  Things  have  changed.  But  that  just  means  there  will  be  new 
solutions  to  the  old  problems.  And  we  think  that's  a  change  for  the  better. 

HELLO  TOMORROW 

WE  ARE  COMPUTER  ASSOCIATES 

THE  SOFTWARE  THAT  MANAGES  eBUSINESS 


ca.com  Computer  Associates 


©2001  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  servico  marks,  and  logos  referenced  herein  belong  lo  trioir  respective  companies. 


►  Best  Of  The  Web  Reviews 


67  Introduction 
INVESTING 

68  Fund  Selection 
70  Brokers 

72  Bonds 

74  Asian  Markets 

76  Emerging  Markets 

78  Alternative  Investing 

80  Trading  Games 

PERSONAL  FINANCE 
&  CAREERS 

81  Online  Banking 
84  Financial  Planning 
86  Headhunters 

88  Tax  Planning 
90  Watercoolers 
TRAVEL 

92  General  Travel 
96  Vacation  Rentals 
98  Nature  Tours 
102  Cruises 


104  Cultural  Travel 
106  Family  Vacations 

COLLECTING 
108  Collectible  Cars 
112  Hollywood  Memorabilia 

LUXE  SHOPPING 
131  Home  Buying 
134  Auto  Manufacturers 
136  Books 
138  Wine 
140  Cigars 

142  E-Cards  and  Flowers 
GOOD  LIFE 

144  Multimedia 

146  Sailing 

147  Summer  Camps 

148  Study  Abroad 
LOOK  IT  UP 

150  American  History 
152  Archaeology 
154  Reference 


Disagree  with  any  of  our  Best  of  The  Web 
choices?  Want  to  tell  us  about  a  great  site 
that  we  missed?  Send  an  e-mail  to 

Editors@forbesbest.com. 


By  Mail:  Forbes  Best  of  The  Web  magazine, 
90  Fifth  Avenue,  New  York,  N.Y.  10011 
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THEY  COMB  TO  YOUR  SITE  LOOKING  FOR  SOMETHING  DIFFERENT.  GIVE  IT  TO  THEM. 


Everybody's  different.  When  you  know  your  customers— what  they  need,  what  they  like  and  what  may  be  of  interest  to  them 
in  the  future  — it's  a  lot  easier  to  give  them  what  they're  looking  for.  Blue  Martini  has  the  power  to  make  it  all  happen. 
Our  applications  analyze  customer  information  then  deliver  a  highly  personalized  experience  based  on  that  analysis. 
The  time  spent  interacting  with  your  company  is  more  relevant.  It's  quicker.  And  it's  great  for  saies.  To  find  out  how 
Blue  Martini's  e-business  solutions  can  improve  your  customer's  experience,  visit  www.bluemartini.com/prism. 


<3  2000  Blue  Martini  Software.  All  rights  reserved. 
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Where  in  the  world  can  you  go  to  find 
some  worthy  competition?  Just  about 
anywhere,  with  the  Mobile  Internet  from 
Lucent.  As  the  world  leader  in  mobile 
Internet  technology,  were  building  the 
wireless  networks  that  bring  the  full 
power  of  the  Internet  to  mobile  devices. 
So  everything  from  interactive  games 
with  3D  graphics  to  online  banking  to 
video  e-mail  is  always  at  your  fingertips. 
When  you  change  the  way  people 
communicate,  you  change  the  way 
they  live.  Lucent  Technologies.  We  make 
the  Internet  mobile. 

Expect  great  things: 
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Newsbits 
Our  New  Look 


Not  only  does  Forbes.com's  Best  of  The 
Web  site  have  more  of  those  reviews  that 
make  your  Net  life  easier,  it  has  a  new 
design.  The  new  interface  should  make 
finding  reviews  a  snap.  At  www.forbes- 
best.com,  you'll  find  a  database  of  nearly 
3,000  Web  site  reviews  from  Alternative 
Medicine  to  Car  Buying  to  Hyperactive 
Trading.  Besides  our  no-holds-barred  as- 
sessments, you'll  find  easy  links  to  each 
site  and  be  able  to  bookmark  the  ones 
you  like  to  your  browser's  Favorites 
folder.  You'll  also  be  able  to  read  current 
and  archived  feature  stories.  For  those 
tracking  the  Web  economy,  there  is  ac- 
cess to  our  special  B2B  edition,  including 
our  interactive  map  of  the  B2B  universe  and  profiles  of  hundreds  of  online 
business  marketplaces  like  Gofish.com  and  Esprocket.com. 


Best  of  the  Web  Directory 

Ertry  day  seems  to  bnng  newt  about  a  Web  site  that's  shutting  down- 
whether  it's  en  underfunded  site  like  MVP  com.  or  ■  w»ll-(unded  site 
like  Ditnty'j  Go  com  But  don!  lei  thai  fool  you  The  Internet  is  vary 
much  elrve  In  Feci,  it's  proepenng  Registrations  of  new  Web  srte 
addresses  are  climbing  at  a  rale  of  more  than  4  million  per  quarter 
Worldwide  Wab  usage  is  way  up  The  number  of  peoola  logging  on  to 
Ihe  Web  globally  increased  by  100  million  in  the  pest  year 

To  help  mekt  your  surfing  more  productrve.  w«Ve  updated  our  list  "  '■ 
best  Bites  in  33  categones-from  tai  planning  to  sailing  to  cigars  The 
winners  were  graded  on  five  cntena  content,  design,  navigation,  speec 
and  customization  Our  lasts  are  for  usefulness  to  consumers  and  do 
not  judge  e  sues  viebihty  as  a  business 

Collecting 

20th?  Design  Antiques  and  Collecubles  Art  &  Antiques  10t  ...  . 


Best  TiicWch 


Education 

College  Planning  Corsoi 


i  Training  Higher  Education 


Investing 

AJtemallve  Investing  AOL/Investors  Asian  Mertiels 


Look  it  Up 

Amencen  History  Archaeology  Computer  Help 


Getting  There  Is  All  the  Fun 

For  many  people,  paradise  is  a  cruise  ship.  The  only  problem  is  that  at  some 
point  you  have  to  get  off.  But  now,  for  a  starting  price  of  $2  million,  a  lucky 
few  can  purchase  their  own  cabin  aboard  the  World  of  Residensea,  which  is 
essentially  a  644-foot,  12-deck  floating  luxury  condo  complete  with  24-hour 

room  service, 
simulated  golf 
and  cabins  de- 
signed by  big- 
name  interior 
decorators.  The 
ship,  which  will 


The  World  of  Residensea:  far  better  than  a  Winnebago. 


have  its  maiden  voyage  in  early  2002,  is  expected  to  spend  250  days  a  year  at 
sea  and  the  rest  in  exotic  ports  like  Monte  Carlo  and  Rio.  If  this  sounds  good, 
you'd  better  act.  Three-quarters  of  the  1 10  cabins  have  already  been  sold. 
  — Angelo  Ragaza 

Full  story  available  at  www.forbes.com/houseboat. 


New@Forbes.com 

More  Gold  Online:  After  you've 

looked  at  FORBES'  cover  pack- 
age on  Venture  Capitalists  with 
the  Midas  touch,  click  to 
www.forbes.com/midas  for 
information  and  statistics 
on  50  more  money  men. 

Body  Count.  Visit  Forbes.com's  layof 
counter,  which  tracks  recent 
layoff  announcements  among 
Forbes  500  companies,  at 
www.forbes.com/layoffs. 


'  ... 

Departments 

MANAGEMENT  &  TRENDS  Buybacl 
Flashback  For  years  the  ol< 
Time  Warner  aggressivel; 
bought  back  its  own  stock— 
with  little  beneficial  effect  on  it 
share  price.  Why  is  the  newl; 
minted  AOL-Time  Warne 
going  down  the  same  road  witl 
its  recently  announced  $5  bil 
lion  buyback? 

MARKETS  Pro  Forum:  Utilities  Shouk 
investors  shun  the  entire  electric 
utility  sector  until  the  pictun 
clears?  Not  according  to  Credi 
Suisse  First  Boston  electric 
power  analyst  Paul  Patterson. 

E  COMMERCE  Bad  Idea  After  burn 
ing  through  nearly  $1  billioi 
in  cash  since  last  March,  then 
seems  to  be  no  way  out  fo 
Internet  incubator  Idealab  an< 
its  digerati  boss,  Bill  Gross. 

COMMUNICATIONS  McCaw  Mafii 
Tom  Alberg  and  a  clique  o 
McCaw  alumni  are  backinj 
the  next  wireless  revolution. 


contents.  Visit  this  site  at  www.forbes.com/contents  or  use  your  :CueCat  device  on  *■! 

the  cue  code  (right)  to  take  you  there  instantly. 
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Keep  up  with  quickly  moving  industries  without  becoming  a  full-time  analyst. 


Want  to  invest  in  the  newest, 
hottest  industries,  but  don't  have 
time  for  the  research7  Take  a  look 
at  Fidelity  Select  Portfolios? 

Unlike  diversified  funds,  Fidelity 
Select  Portfolios  focus  on  in- 
dividual sectors.  Each  of  our 
40  funds  is  managed  by  industry 
experts  dedicated  to  one 
sector,  who  make  it  their  job 
to  know  the  sector  in  detail. 


Therefore,  they  have  the  expertise 
to  find  opportunities  that  you 
might  miss. 

Of  course,  there  are  no  guaran- 
tees. But  if  you  feel  certain  industries 
have  potential,  Fidelity  Select 
Portfolios  could  be  a  good  way 
for  you  to  capitalize  on  them.  Put 
the  expertise  and  service  of  Fidelity 
to  work  on  your  portfolio  to  help 
you  see  yourself  succeeding. 


Fidelity 

Select  "Portfolios 


You  pick  the  industry,  we  pick  the  stocks. 


1  year 

5  year 

10  year/Life 

Consumer  Industries 

-12.05% 

14.04% 

15.74% 

Cyclical  Industries 

6.50% 

N/A 

11.18% 

Financial  Services 

24.65% 

22.07% 

26.44% 

Health  Care 

32.55% 

22.46% 

22.45% 

Natural  Resources 

26.52% 

N/A 

12.30% 

Technology 

-34.33% 

27.63% 

28.25% 

Utilities  Growth 

-16.11% 

17.02% 

15.19% 

Returns  as  of  12/31/00.2  Past  performance  is  no  guarantee  of  future  results.  Mutual  fund  performance  changes  over  time 
and  may  be  significantly  lower  than  stated.  Most  recent  performance  data  is  published  online  at  each  month  end. 
Please  visit  Fidelity.com  or  call  Fidelity  for  current  performance  figures.  Sector  funds  may  be  more  volatile  than  funds 
that  diversify  across  many  sectors. 

'     '       ' ■   —  

Fidelity  Investments* 
1-800-FIDELITY  Fidelity.com 

>re  information  on  any  Fidelity  fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing. 
ERVICE:  1-800-544-0118  for  the  deaf  and  hearing  impaired  9am-9pm  ET. 

fund  is  as  of  inception  date:  3/3/97  for  Cyclical  Industries;  3/3/97  for  Natural  Resources.  2  Average  annual  total  returns  for  the  period 
12/31/00  include  changes  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  each  fund's  3.00%  sales  charge.  Share  price 
:urn  may  vary  and  you  will  have  a  gain  or  loss  when  you  sell  your  shares.  All  Select  equity  portfolios  have  a  $7.50  exchange  fee  and  a 
short-term  trading  fee  on  shares  held  less  than  30  days.  Fidelity  Distributors  Corporation.  1 24026 
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Celebrate  the  Web,  Not  the  Web  Economy 

You've  probably  noticed  that  most  of  the  so-called  New  Econorm 
magazines  in  your  mailbox  are  a  lot  thinner  today  than  they  were  ; 
year  ago.  Not  so  for  Best  of  The  Web.  This  spring  2001  edition  is  actu- 
ally 20  pages  fatter  than  last  year's.  We'd  like  to  think  that  part  of  oui 
success  is  due  to  the  value  we  provide.  Instead  of  exalting  dot-corr 
millionaires  and  the  wonders  of  the  Web  economy,  we  simply  ap- 
proach the  Internet  as  a  useful  tool  for  everyday  people. 

After  all,  the  Web  is  not  shrinking,  it's  growing.  In  fact,  for  ever) 
dot-com  that  folds  under  the  weight  of  its  flawed 
business  plan,  there  are  thousands  being  started. 
Web  usage  is  up  significantly  all  over  the  globe. 
And  that  means  that  we  BOTW  editors  have  our 
work  cut  out  for  us. 

In  this  issue  we  serve  up  a  plateful  of  useful 
features,  from  the  stock  picks  of  online  investors 
who  thrived  in  last  year's  stormy  market  to  fun 
and  addictive  PDA  games,  like  Dope  Wars.  There 
are  also  more  than  200  site  reviews,  from  tax 
planning  and  alternative  investing  to  collectible 
cars.  Looking  for  an  exclusive,  yet  wired  getaway? 
A  Web  site  to  help  you  plan  your  next  business 
trip  or  cruise?  Our  special  travel  section  starts  on 
page  39.  If  you're  looking  for  our  Best  of  The  Web 
poster,  go  to  www.forbesbest.com,  where  you 
can  print  it  out  or  read  some  3,000  other  site  re- 
views we  have  posted. 

Faces  Behind  Our  Interface 

Writing  about  things  you  do  while  sitting  in  front  of  a  screen  doesn't 
always  make  for  the  most  colorful  copy.  Thankftilly  Best  of  The  Web 
has  a  new  Art  Director,  Peter  Johnstone,  who  comes  to  us  from  Be- 
yond Computing  magazine,  and  Copy 
Editor  Donald  Rice,  formerly  of 
FORBES  magazine.  Pete  and  Don  spruce 
up  the  stuff  we  scribble  on  to  paper  and 
the  result  is  the  well-designed  and  very 
readable  magazine  you  have  in  your 
hands.  We  are  also  improving  our  inter- 
face online.  New  BOTW  Web  Producer, 
Katherine  Bruce,  is  a  former  FORBES  re- 
porter who  spent  two  years  in  dot-com 
land.  She's  back  and  working  closely 
with  the  folks  at  Forbes.com.  If  you 

(I.  to  r.)  Katherine  Bruce,  cnck  over  to  our  site>  vou  can  already 

Donald  Rice,  Peter  Johnstone   see  some  of  their  handiwork. 
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Dr.  John  Seely  Brown,  Former  Director, 
.Palo  Alto  Research  Center 
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Some  thinqs  just  seem  to  be  a  natural  fit  for  the  Internet,  Thomas.  And  Beatnik.com 
>tical  3  ' 

■  e  r  n  e  t         ^s  one  °^  *-kem.  You  ve  created  a  way  for  anybody  to  work  interactively  with 
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Networks™  that  give  the  Internet  the  speed  and  capacity  that  allow  £^F|5T  C  I 
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the  Internet  whatever  you  want  it  to  be.  nortelTietwoTks.com 
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Perspectives  By  James  W.  Michaels 


Trade  less,  Think  more 


Just  because  your 
favorite  saloon 
cuts  the  price  of 
martinis  doesn't 
mean  you  double 
your  daily 
consumption. 


YOU  CAN  LOVE  YOUR  LAPTOP  AND  STILL  BE 
appalled  when  the  tech-heavy  Nasdaq  index 
nearly  doubles,  then  doubles  again  in  less  than 
two  years,"  I  wrote  last  spring  in  this  space.  "You 
can  do  most  of  your  shopping  on  the  Net  without 
having  to  believe  that  stock  prices  should  reflect  somebody's 
guess  about  what  earnings  might  be  ten  years  out." 

It  was  my  way  of  reminding  you  that  FORBES  Best  of  The 
Web  is  dedicated  to  helping  readers  integrate  the  Internet 
into  their  daily  lives.  It  is  not  a  celebration  of  the  allegedly 
miraculous  qualities  of  high-tech  stocks. 

Tech  stocks  aside,  the  Net 
is  a  terrific  tool.  It  can  also  be 
treacherous.  Best  of  The  Web 
wants  you  to  use  it  wisely. 

Let's  start  with  what's  dan- 
gerous for  investors.  The  Web 
creates  a  terrible  temptation 
to  overtrade.  Think  about  it 
for  a  moment.  To  buy  or  sell  a 
stock  in  pre-Web  days,  you  got 
your  broker  on  the  phone — if 
you  could  reach  her.  When  the 
market  was  busy  that  wasn't 
easy.  When  you  did  reach  her, 
she  might  talk  you  out  of  the  trade  or  maybe  suggest  a  dif- 
ferent one.  Between  the  impulse  to  buy  or  sell  and  the  act 
there  were  delays.  If  the  impulse  came  after  the  market 
closed  or  before  it  opened,  you  had  to  wait.  There  was  time 
to  think  before  you  acted. 

Now  comes  the  PC  and  the  Web.  You  hear  something 
alarming  on  the  TV  news  and  decide  you  should  move  your 
entire  40l(k)  from  stocks  into  cash.  Make  a  connection, 
dance  your  fingers  on  a  few  keys  and  it's  done.  In  less  than  a 
minute  you've  transformed  your  entire  financial  posture. 
The  merest  whim  can  be  quickly  transformed  into  action. 

Fun?  Lots.  But  investing  is  not  a  computer  game.  You  are 
playing  with  your  and  your  family's  future.  Even  cautious  in- 
vestors admit  they  move  in  and  out  of  stocks  more  fre- 
quently once  they  get  Web-connected.  Combined  average 
daily  turnover  on  Nasdaq  and  the  New  York  Stock  Exchange 
ran  2.8  billion  shares  last  year.  A  decade  ago  the  figure  was  a 
tenth  of  that.  Web  trading  isn't  the  only  factor  in  the  in- 
creased turnover  but  it  has  to  be  a  factor.  Hundreds  of  thou- 
sands of  people  out  there  watch  the  stock  pickers  on  TV, 
their  fingers  almost  literally  itching  to  hit  those  keys.  The 
ing  power  of  news,  both  real  and  synthetic,  has 
mci  eased  tremendously. 


Yet  all  common  sense, ; 
experience  shows  that  fei 
traders  make  money  whj 
most  buy-and-hold  folk  ma] 
out  very  well.  Web  trading  cr 
ates  the  heady  impression  th 
you  are — as  the  brokers'  ai 
put  it — "in  control"  of  yoi 
investments.  In  fact  you  ai 
out  of  control.  Trading  is  goc 
for  the  brokers,  but  bad  for  tl 
investors.  As  they  used  to  sa 
"Where  are  the  customer 
yachts?" 

Don't  be  seduced  by  tho. 
low  Web  commissions.  Just  b 
cause  your  favorite  saloon  cuts  the  price  of  martinis  doesn 
mean  you  double  your  daily  consumption.  Use  the  Web  1 
cut  commission  costs,  not  to  get  more  trades  for  the  buck. 

Here's  a  suggestion:  If  you  run  your  portfolio  on  tr 
Web,  count  the  trades  you  made  last  year.  Resolve  to  cut  th. 
figure  by  at  least  25%  this  year.  Stick  to  it.  You  will  save  o 
commissions.  I'll  bet  you'll  do  better  in  the  market,  too. 

Yet  the  Web  is  a  terrific  tool.  Use  it  to  be  a  smarter  ir 
vestor,  not  a  faster  one.  Never  mind  the  streaming  quote 
the  momentum  measurements,  the  speed  of  executioi 
That's  froth.  The  Web  makes  mountains  of  informatio 
available  to  you  without  having  to  subscribe  to  costly  publ 
cations  and  statistical  services.  The  average  investor  tods 
can  be  as  well  informed  as  the  average  investment  pro. 

FORBES  Best  of  The  Web  editors  have  devoted  tens  ( 
thousands  of  hours  to  searching  the  Web  to  identify  an 
classify  the  most  useful  sites  for  investors.  You  will  learn  th; 
there's  a  world  out  there  beyond  stocks:  Bonds  of  all  size 
shapes  and  colors.  Treasurys,  converts,  junk,  defaults.  Thei 
are  REITs  and  other  real  estate  instruments.  Ready  to  try  yoi 
hand  at  derivatives  or  currency  trading?  The  Web  can  b 
your  guide.  Then  there's  asset  allocation — a  key  to  lonj 
term  wealth  building. 

Warren  Buffett  probably  wouldn't  pick  up  the  phon 
if  you  called,  but  you  can  have  access  to  his  thinking  fre 
of  charge  at  Berkshire  Hathaway's  Web  site  (www.berkshin 
hathaway.com). 

Think  of  the  Web  as  a  library,  not  a  lottery.  Study  mor 
trade  less.  That's  the  right  way  to  use  the  Web.  I 


James  W.  Michaels  is  Editor  Emeritus  of  FORBES  magazine 
and  Group  VP/Editorial  of  Forbes  Inc.  E-mail  him  at 
jrnichaels@forbes.com. 
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(&  business  hosting 


IBM  E-BUSINESS  HOSTING™  DOES  MORE  THAN  MANAGE  YOUR  WEB  SITE  -  WE 
HELP  YOU  PREPARE  FOR  THE  GRUELING  REALITIES  OF  DOING  BUSINESS  ON 
THE  WEB.  OUR  STR  E  S  S -T  E  ST  I N  G  CENTERS  ANALYZE  YOUR  SITE  -  BEFORE 
IT  GOES  LIVE  -  TO  VERIFY  THAT  IT  CAN  HANDLE  ANY  MASSIVE  SPIKES  THAT 
COME  ITS  WAY.  AND  WE  CONTINUE  TO  TEST  AND  MONITOR  YOUR  SITE  ONCE 
IT'S  ONLINE  TO  IDENTIFY  POTENTIAL  PROBLEMS  -  SO  THEY 
DON'T  TURN  INTO  YOUR  CUSTOMERS'  PROBLEMS 
E-BUSINESS  HOSTING.  ONLY  FROM  IBM 


Call  1  800  IBM  7080,  ask  for  host  or  visit  ibm.com/e-business/hosting 


STATS 


BY  BEN  BERENTSQN 


Global  Heavyweights 

Country    Number  of  Web  users  (millions) 


Change  from  1999 


20  Most  Visited  Web  Sites:  Past  and  Present 

Number  of  unique  visitors  (millions) 


USA 

21% 

Jspsn 

66 

fiprmanu 

yji  r  iiiil  1  iy 



43 

UK 

41 

Italy 

72 

France 

66 

Canada 

21 

China 

107 

Spain 

-J 

66 

Australia 

i 

r— 

 ■ 

37 

worldwide  337,954,361 


38% 


As  of  12/31/00.  Source:  IDC. 


Best  of  The  Web  Graveyard 

Once  on  our  list,  these  sites  recently  shut  down. 


Adornis.com 

GreatEntertaining.com 

Miadora 

PoliticalWag.com 

Denmans.com 

Greenlight.com 

PayMe.com 

Shopping  the  World 

Garden.com 

lcast.com 

Pets.com 

Spa.com 

Name 

December  2000 

Name            December  1999 

Yahon.com 

51.9 

Yahoo.com 

36.4 

MSN.com 

44.0 

MSN.com 

32.7 

A0L.com 

33.9 

A0L.com 

29.3 

Microsoft.com 

29.0 

Microsoft.com 

25.5 

Passport.com 

25.6 

Netscape.com 

21.7 

Lycos.com 

25.3 

Geocities.com 

21.5 

Hotmail.com 

22.7 

Go.com 

18.9 

Amazon.com 

20.3 

Blue  Mountain 

18.0 

Go.com 

19.7 

Lycos.com 

17.9 

Blue  Mountain 

16.7 

Passport.com 

16.0 

Netscape.com 

16.0 

Amazon.com 

15.9 

NBCi.com 

14.5 

Hotmail.com 

15.7 

Ebay.com 

14.4 

Excite 

13.2 

Excite 

13.6 

Tripod.com 

12.2 

Grab.com 

13.5 

Real.com 

11.2 

Weather.com 

11.9 

Altavista  Search 

10.7 

Real.com 

11.7 

About.com 

10.4 

Altavista  Search 

11.3 

Angelfire.com 

10.3 

Looksmart.com 

11.3 

Ebay.com 

10.3 

Unicast.com 

11.3 

ZONet 

9.4 

Source:  Media  Metrix. 


I 


Fourth  Quarter  Traffic  Gainers ... 

Name  Number  of  unique  visitors,  December  (millions) 


Fourth  quarter  change 


...and  Losers 

Name  Number  of  unique  visitors. 


(millions) 


Fourth  quarter  change 


WeatherBug.com 
NStorm.com 
MegaGo.com 
Getconnected.com 
Nettaxi.com 
Walmart.com 
Everyone.net 
RsvpO.com 
MasterCard.com 
PayPal.com 


969.7% 

954.7 

773.9 

643.2 

568.1 

397.1 

395.3 

381.6 

316.2 

313.6 


IMustLotto.com 
Priceline.com 
GroupLottc.com 
Xdrive.com 
Sweepsclub.com 
Britannica.com 
Lowestfare.com 
GetSmart.com 
Themestream.com 
Theglobe.com 


(s 


72.7% 
66.7 
59.2 
44.8 
42.2 
40.5 
40.0 
36.0 
34.4 
-34.2 


Source:  Media  Metrix. 


Going,  Going,  Gone 

Top  auction  categories  from  Ebay,  Yahoo  and  Amazon.com. 

1 

Ka-Ching! 

These  sites  turn  the  highest  percentage  of  visitors  into  buyers. 

By  number  of  auctions 

By  sales 

Name 

Buyer  Conversion 

Entertainment 

6.400.000 

Entertainment 

$76,796,000 

Abcdistribuiing.com 

27.4% 

Collectibles 

3,644,000 

Computers  &  Software 

56,790,000 

Express.com 

18.9 

Sports  &  Recreation 

3,455,000 

Collectibles 

56,725,000 

Newport-news.com 

18.7 

Toys  &  Beanies 

2,982,000 

Sports  &  Recreation 

55,935,000 

Amazon.com 

17.7 

Ebay.com 

17.5 

Clothing  &  Jewelry 

2,699.000 

Electronics  &  Cameras 

51.428,000 

Outpost.com 

17.3 

Family,  House  &  Garden 

1,415,000 

Toys  &  Beanies 

43.660,000 

Orugstore.com 

16.6 

Porcelain,  Pottery  &  Glass 

1,135.000 

Clothing  &  Jewelry 

42,219,000 

OneHanesPlace.com 

16.6 

Antiques  &  An 

1,073,000 

Business  Products 

21,997,000 

Hertz.com 

16.2 

Coins  &  Stamps 

1,040,000 

Antiques  &  Art 

20,843,000 

Ecampus.com 

15.5 

Computers  &  Software 

858,000 

Porcelain,  Pottery  &  Glass 

18,594,000 

Excludes  buyer's  clubs.  Source:  Harris  Interactive. 

Data  from  December  2000.  Source:  AuctionWaich.com 
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mt  to  save  10-20%  on  FedEx  Express? 


Let's  say  3  packages  a  day. 


Times  5  days  a  week. 


That's  $1,500  a  year  just  by  using  one  of  these. 


****  ,. 

n9a     °r 1 


»* 


0«/y  f/ze  Corporate  Cards  for 
Small  Business  get  you  savings 
at  FedEx  Express,  Mobil?  Hertz, 
[[  Hilton  and  Qwest?  What  can 
we  do  for  your  business  ? 


and  conditions  apply- 


Call  1-800-SUCCESS 

americanexpress.com/smallbusiness 


Fleabites  on  an 
elephant's  hide  they 
may  be,  but  Internet 
sites  are  giving  ordinary 
citizens  a  shot  at  talking 
to  the  mass  media. 


According  to  Ira  Stoll  of  SmarterTimes.cori 
ot  all  the  news  is  fit  to  print. 


BY  SETH  LUBOVE 

NEVER  PICK  A  FIGHT  WITH  A  MAN  WHO  OWNS  A  PRINTING 
press."  That's  a  quaintly  old-fashioned  way  of  saying  that 
it's  dangerous  to  get  the  media  mad  at  you. 
But  talking  back  to  the  media  is  somewhat  easier  than  it  used 
to  be,  thanks  to  the  Internet.  At  least  the  person  who  doesn't 
own  a  printing  press  or  a  TV  station  can  talk  back  now.  Until  re- 
cently that  was  a  privilege  reserved  for  members  of  the  estab- 
lished media  or  for  ombudsmen  who  were  supposedly  self- 
policing  at  some  media.  If  the  newsboys  and  girls  were  nice  they 
might  even  run  a  short  letter  to  the  editor  from  the  aggrieved. 
If  they  felt  like  it. 

Now  there's  so  much  criticism  of  the  media  flooding  the  In- 
ternet that  a  site,  Mediachannel.org,  was  formed  last  year  to 
compile  links  to  all  of  it. 

"You  traditionally  relied  upon  the  good  graces  of  that  entity 
you  were  criticizing,"  recalls  L.  Brent  Boze!!,  the  self-appointed 
conservative-press  watchdog.  "The  Internet  gives  you  a  way 
around  that." 


As  a  conservative,  Bozell  always  found  a  lot  to  criticize  in  the 
generally  liberal  American  media.  His  umbrella  group,  the 
Media  Research  Center,  cranked  out  four  newsletters  to  voice 
those  criticisms.  He  was  largely  preaching  to  the  converted. 
Now  he  has  dropped  three  of  the  four  letters  and  is  battling  the 
liberal  media  on  the  Internet  where  he  has  a  potentially  broader 
audience  and  doesn't  have  to  spend  heavily  on  paper,  ink  and 
postage.  He  now  runs  a  collection  of  Internet  sites,  including  the 
Parents  Television  Council  and  the  Cybercast  News  Service,  a 
site  with  its  own  staff  of  reporters  who  cover  "the  right  news, 
right  now."  Not  coincidentally,  his  fundraising  has  ballooned 
from  around  $3  million  five  years  ago  to  $15  million  recently, 
much  of  it  directed  toward  the  Internet  operations. 

In  one  of  the  more  memorable  cases  of  Joe  Everyman  tack- 
ling the  media  powers-that-be,  a  cyberbattalion  of  outraged  vet- 
erans enlisted  together  over  the  Internet  in  1998  to  protest  an 
egregiously  erroneous  CNN  report  that  alleged  American  Green 
Berets  had  nerve-gassed  turncoats  in  Laos  in  1970  ( FORBES,  July 
27,  1998).  Lacking  funds,  and  with  no  platform  other  than  the 
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met,  the  veterans  gathered  the  facts 
forced  mighty  Time  Warner/CNN  to 
ict  the  story  and  fire  some  of  the  peo- 
nvolved  in  the  program, 
jince  then,  the  electronic  criticism  has 
>me  more  systematic  and  organized, 
rhere  are  Web  sites  for  such  estab- 
:d  press  watchdogs  as  Fairness  &  Ac- 
icy  In  Reporting  and  Accuracy  In 
iia.  Local  sites  take  on  local  monopoly 
ear-monopoly  newspapers.  In  Moun- 
riew,  Calif.,  John  McManus,  52,  a  for- 
newspaper  reporter  with  a  Ph.D.  in 
imunications,  snipes  at  the  local 
ia  from  Gradethenews.org.  He  regu- 
blasts  the  Bay-area  media  for  what 
egards  as  ethical  lapses  and  shoddy 
:rage  of  local  issues.  Explaining  his 
ives,  McManus  says:  "I  thought  'what 
meone  does  for  the  news  what  Con- 
er  Reports  does  for  toaster  ovens?'  " 
McManus  operates  on  a  shoestring 
^et  subsidized  by  a  one-time  $50,000 
it  from  the  liberal  Wallace  Alexander 


stalwarts  as  "Bigfoot"  political  reporter 
R.W  Apple  Jr.  and  Thomas  Friedman, 
the  editorial  columnist  whose  Olympian 
pomposity  makes  him  an  easy  target. 

"There're  two  goals,"  Stoll  says.  "One 
is  to  make  some  progress  in  getting  those 
Times  readers  who  believe  that  it's  the 
truth  that  came  down  from  Mount  Sinai 
to  understand  there  are  other  points  of 
view  out  there  and  not  everything  in  the 
Times  is  correct.  The  other  is  I  have  a 
dream  of  starting  a  competing  daily  in 
New  York  and  hope  maybe  the  list  for 
this  site  could  eventually  be  a  base  for 
that."  It's  more  than  a  dream.  Stoll  is  part 
of  a  group  that  already  has  lined  up  po- 
tential financing  for  a  new  daily. 

With  no  promotion  other  than  occa- 
sional mentions  in  the  press,  Stoll  claims 
his  site  is  getting  400  to  600  hits  a  day, 
and  that  another  1,430  media  and  polit- 
ical types  have  signed  up  to  get  a  daily 
e-mail  version.  Reports  have  it  that  Stoll 
is  getting  under  the  skin  of  Times  editors 


Local  TV  News  and  Money  Lust — How 
Pressure  for  Profit  Is  Perverting  Journal- 
ism. A  long-time  local  sports  columnist  is 
described  as  "the  original  splatball  war- 
rior, bone-headed,  blundering,  all  knee- 
jerk  bluster  and  contradiction." 

Say  this  for  it:  It  is  a  welcome  contrast 
from  the  sliced-white-bread  tone  of  so 
much  modern  mass-media  journalism. 

The  driving  spirit  behind  Cursor  is 
Robert  Levine,  43,  a  former  photojour- 
nalist  who  now  runs  his  own  software 
business.  Levine  blames  the  blandness 
and  junk-food  quality  of  so  much  news- 
paper journalism  on  chain  ownership. 
"So  rather  than  being  interesting  and  en- 
lightening, the  media  is  now  just  another 
profit  vehicle."  A  separate  site  created  by 
Levine,  MediaTransparency.org,  obsesses 
about  ABC  news  reporter  John  Stossel 
and  politically  conservative  foundations. 

While  blasting  the  alleged  slants  of 
the  conventional  media,  few  of  these  sites 
pretend  to  balance  their  own  coverage. 


it 


)ode  Foundation. 

•to  one  would  confuse  these  sites  with 
lick  news  organizations  they  criticize, 
tent  ranges  from  detailed  and 
ightful  analyses  of  inaccuracies  and 
is  to  bizarre  conspiracy  theories  and 
t  rants.  But  what  they  lack  in  consis- 
y  and  professionalism,  they  make  up 
n  providing  an  alternative  to  the  sti- 
;  monotone  of  many  corporate- 
ed,  deliberately  bland  media  outlets, 
n  New  York  Ira  Stoll,  28,  a  former 
ident  of  the  Harvard  Crimson,  takes 
othing  less  than  the  New  York  Times 
vhat  many  people  consider  its  insuf- 
)ly  liberal  bias.  He  spent  $1,200  to 
te  SmarterTimes.com  last  June, 
king  out  of  his  basement  studio 
tment  in  Brooklyn,  Stoll  has  man- 
1  to  embarrass  the  august  Times  by 
iully  pointing  out  mistakes  and  fla- 
t  examples  of  slanted  news.  Many  of 
:olumns  make  sport  of  such  Times 


who  are  accustomed  to  basking  in  the 
paper's  enormous  prestige. 

Stoll  comes  at  the  Times  from  the 
moderate  right.  But  the  Internet  is  open 
to  all  shades  of  opinion.  The  folks  be- 
hind Cursor.org  offer  a  cheeky  perspec- 
tive on  the  media  in  the  Minneapolis-St. 
Paul  area,  from  a  left/liberal  perspective 
that  blames  the  dumbing  down  of  the 
press  on  corporate  efforts  at  synergy. 
Several  pages  of  the  site,  for  example,  are 
devoted  to  the  local  CBS  affiliate's  fre- 
quent efforts  to  tie  news  stories  to  the 
CBS  network's  much-hyped  Survivor  se- 
ries. Fair  enough:  In  devoting  increasing 
amounts  of  space  to  entertainment,  the 
owners  of  mass-media  properties  are 
certainly  enhancing  the  potential  value 
of  their  media's  properties. 

These  alternative-media  sites  often 
use  language  and  tactics  that  hark  back 
to  a  more  colorful  era  in  journalism.  Cur- 
sor.org  offers  The  Sleazy  Seductions  of 


The  brothers  behind  RatherBiased.com 
are  as  far  to  the  right  as  Levine's  site  is  to 
the  left.  Matthew  and  Greg  Sheffield  are 
outraged  at  what  they  see  as  Dan  Rather 's 
smug  liberalism.  "The  main  purpose  of 
the  site  is  to  expose  Dan  Rather  as  a  dis- 
honest broker  of  the  news,"  says 
Matthew,  22,  the  older  of  the  two  South- 
west Missouri  State  University  students. 
Matthew  says  he  and  his  brother  were 
moved  to  create  the  site  after  Rather's 
coverage  of  the  attempted  impeachment 
of  Bill  Clinton.  "Normally  his  bias  is 
mostly  subconscious.  That's  when  Rather 
pulled  out  all  the  stops." 

There's  no  evidence  that  Rather- 
Biased  has  cut  into  Rather's  ratings  or 
cost  him  advertising  sponsorship.  "It's  a 
complete  and  utter  waste  of  time,"  snaps 
a  CBS  flack.  Maybe,  but  isn't  it  nice  to  live 
in  a  society  where  young  kids  with  ideas 
can  get  under  the  skin  of  powerful  media 
conglomerates?  F 
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Amateur  Gurus 

Last  year's  technology  stock  collapse  devastated  most  online  stock 
pickers.  In  their  place  comes  a  new  crop. 


A YEAR  AGO,  BEST  OF  THE  WEB 
searched  the  online  stock  picking 
communities  for  skilled  investors 
who  were  using  the  Web's  vast  re- 
sources to  beat  the  professionals.  We 
found  people  like  Calcutta-born  mar- 
keting professor,  Monisha  Das,  a  popu- 
lar Clearstation.com  member  who  was 
up  162%  thanks  to  investments  like 
VerticalNet  and  CMGI.  Today  her  aver- 
age return  shows  a  negative  12.1%.  At 
Charles  Schwab,  the  nation's  largest  on- 
line broker  with  7.5  million  accounts, 
analysts  estimate  that  its  average  in- 
vestor lost  at  least  20%  last  year. 

Finding  successful  stock  pickers  in  a 
bull  market  is  easy.  But  what  about 
now?  The  market  is  down  sharply  and 
even  the  professionals  are  losing 
money.  Indeed,  a  new  crop  of  amateur 
gurus  have  taken  the  lead  at  the  online 
stock-picking  communities.  Some  are 
investors  who  had  been  shorting  Web 
stocks  in  1999,  others  are  focusing  on 
value  stocks  in  recovering  sectors  like 
biotech  and  energy.  Below,  you  will  find 
profiles  of  some  of  the  hottest  hands 
currently  preaching  their  picks  on  the 
Web.  We  tried  to  avoid  hyperactive 
traders  and  limited  our  search  to  sites 
where  the  investor's  records  were  verifi- 
able. There  is  no  guarantee,  of  course, 
that  the  current  crop  will  survive  any 
longer  than  the  last. 

 JOHN  WOOD  BYRNE,  40 

Bond  Trader,  General  Electric 
Community:  Marketplayer.com 
Screen  name:  Woodman 
12-month  return:  160% 

Reading  Edwin  Lefevre's  Reminiscences 
of  a  Stock  Operator,  about  the  1920s 
market,  taught  Woodbyrne  about  gaug- 
ing the  psychology  of  investors.  "It's  a 
herd  mentality — you  can't  fall  in  love 
with  the  stuff  because  at  some  point, 


R.G.  Bennett 


people  will  sell,"  he  says.  Thus,  Wood- 
man will  occasionally  short  stocks  that 
have  been  his  biggest  winners.  An  ex- 
ample is  Cytyc  Corp.  (CYTC),  which 
doubled  last  summer  and  then  fell  53%. 
He  does  most  of  his  research  and  trad- 
ing via  Fidelity.com  and  typically  holds 
for  at  least  six  months. 

Woodbyrne's  best  pick  for  2000  was 
OSI  Pharmaceuticals  (OSIP),  a  small 
maker  of  cancer  reagents.  A  year  ago 
OSIP  was  trading  at  $11  and  losing 
money,  despite  some  promising  drugs 
in  its  pipeline.  Woodbyrne  rode  the 
stock  up  to  $70.  Woodbyrne  currently 
likes  Dell  (DELL)  at  25  for  technical  rea- 
sons, and  Convergys  Corp.  (CVG),  an 
outsourcer  of  customer  service  and 
billing  for  cable,  broadband  and  phone 
companies.  "It  should  take  off,  because 
someone  has  to  do  the  billing  for  all  of 
the  new  subscribers  out  there,"  he  says. 

— Ben  Berentson 

 R.G.  BENNETT,  47 

Operations  Specialist,  British  Petroleum 
Community:  Clearstation.com 
Screen  name:  Flyjish 
12-month  return:  73% 

When  he's  not  fly  casting  for  rainbows 
in  Green  River,  Wyo.,  Bennett  spends 


hours  on  his  56K  dial 
trolling  for  stocks  on  the  We 
In  the  past  five  years  Bennett 
portfolio  has  grown  froi 
$1,100  to  $130,000.  In  2000  r 
bought  energy  stocks  lik 
Houston-based  Texoil  (TXLI 
^ft  which  has  more  than  doublec 
|L    Another  winning  pick  was  I  )e> 

Stron  Fearing,  a  45-year-ol 
Minnesota  company  that  make 
ear  tags  and  microchip  im 
plants  for  livestock  and  pet: 
Recently  divorced,  technicia: 
Bennett  quips  he  likes  his  stock 
the  way  he  likes  his  women:  "with 
well-rounded  bottom."  Besides  chart 
ing,  he  also  reads  SEC  documents,  look 
ing  for  good  earnings  growth  and  in 
sider  buying.  He  places  "mental 
stop-loss  orders  from  9%  to  13%  belov 
his  buys,  compared  with  the  more  typ 
ical  8%.  "The  market  makers  will  oftei 
take  the  price  down  below  8%  to  flusl 
out  the  novices,"  he  says.  Bennett  cur 
rently  likes  storage  stocks  like  Westen 
Digital  (WDC)  and  Read-Rite  Cor] 
(RDRT)  because  he  thinks  Microsoft' 
entry  into  the  memory-intensive  game 
console  business  will  increase  demand 
— Matthew  Schifrii 

 JOHN  LUNDEEN,  58 

Retired 

Community:  lexchange.com 
Screen  name:  Yogi 
12-month  return:  47% 

In  the  late  1980s  Lundeen  ran  an  elec 
tronics  retailer  in  Montgomery,  Tex. 
when  he  was  diagnosed  with  a  ran 
form  of  glaucoma,  which  led  to  the  los 
of  most  of  his  vision.  Forced  to  give  u| 
his  business,  Lundeen  turned  to  in 
vesting  in  stocks  for  support.  He  listen 
to  CNBC  all  day  and  has  voice  recogni 
tion  software  in  his  home  computer. 
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In  today's  e-bu6ineA5  world  you  have  one  of  two  choices. 


1 


With  business-critical  technology  becoming  increasingly  complex,  you  need  an  e-business  partner  who  can 
make  your  ultimate  success  as  easy  as  flipping  a  switch. 

And  that's  the  idea  behind  our  BMC  Software  OnSite"'  certification  program—your  seal  of  assurance  that  your 
business  is  committed  to  delivering  a  quality  end-user  experience  and  has  met  our  rigorous  standards  for 
service  level  management. 

Companies  that  bear  the  OnSite  symbol  have  applied  the  methodology  they  need  to  manage  their  business- 
critical  applications.  Affording  them  the  peace  of  mind  that  they  will  have  maximum  availability  all  day,  every 
day. 

For  more  information,  visit  us  at  www.bmc.com.  It's  that  simple. 


^bmcsoftware 


Assuring  Business  Availability  " 


s  businesses  made  the  right  choice.  Will  you? 
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BMC  Software  is  an  Equal  Opportunity  Employer  BMC  Software.  BMC  Software  OnSite,  the  BMC  Software  logo*,  and  all  other  BMC  Software  product  or  service  names  .ire  registered 
trademarks  or  trademarks  of  BMC  Software.  Inc.  All  other  trademarks  or  registered  trademarks  belong  to  their  respective  companies.  ©2001  BMC  Software.  Inc.  All  rights  reserved. 


Lundeen  is  one  of  Iexchange's 
most  popular  analysts.  More  than 
100,000  investors  have  read  his  stock 
reports.  Before  he  buys,  he  likes  to  talk 
with  top  management,  and  can  usually 
do  so  with  smaller  companies.  Lun- 
deen avoids  high  P/E  stocks,  and  likes 
low  relative  price  to  sales  and  price  to 
book  ratios.  He  specializes  in  telecom- 
munication and  tech  stocks,  especially 
infrastructure  plays.  One  of  his  best 
calls  in  2000  was  to  short  Amazon  at 
$65  in  February.  Today,  Lundeen  is 
recommending  Advanced  Fibre  Com- 
munications (AFCl),  a  California- 
based  company  that  sells  telecom 
equipment  to  regional  bells,  has  S900 
million  in  cash  and  is  selling  at  two 
times  book  value.  "One  of  the  cheap- 
est stocks  in  fiber  optics,"  he  says. 

— Dolly  Setton 

 DEVIN  CASSAS,  33 

Systems  Engineer,  Cisco 
Community:  Marketocracy 
Screen  name:  Dcassas 
12-month  return:  35% 

Cassas  is  a  reformed  technology  stock 
investor  turned  Graham  and  Dodd 
devotee.  After  work  Cassas  screens  for 
stocks  on  MSN  Investor,  looking  for 
those  that  meet  these  minimums:  15% 
return  on  equity,  7%  net  profit  margin 
and  at  least  $250  million  in  revenues. 
He  then  eliminates  any  companies 
whose  businesses  he  can't  understand, 
as  Warren  Buffett  is  fond  of  saying.  He 
gets  detailed  financials  from 
Freeedgar.com  and  then  downloads 
stats  into  his  own  spreadsheets  for  fi- 
nancial modeling.  Cassas  mostly  fo- 


cuses on  cash  flow  and  adjusts  projec- 
tions to  see  how  each  company  would 
be  affected  by  variables  like  slowing 
sales.  His  Cave  Baby  Value  Fund  is  the 
third  best  fund  on  Marketocracy.  One 
of  his  best  stocks  in  2000  was  U.S.  To- 
bacco (UST):  "It  generates  a  load  of  free 
cash,  and  has  a  dividend  yield  of 
6.7%."  says  Cassas.  He  bought  U.S.  To- 
bacco at  around  14  in  July;  it's  now 
trading  around  26.  He  currently  likes 
Textron  (TXT),  maker  of  Cessna  planes, 
Bell  helicopters  and  automotive  parts. 
Cassas  thinks  it  will  climb  45%  to 
more  than  70.  Another  pick  is  mobile 
home  maker  Clayton  Homes  (CMH), 
which  he  says  is  worth  nearly  double 
its  current  price  of  13.  — B.B. 

MARGARET  SCHAEFER,  42 

Homemaker 

Community:  lexchange.com 
Screen  name:  Rationall 
12-month  return:  31% 

When  her  three  kids  are  at  school  or 
asleep,  Schaefer  logs  on  to  AOL  and  re- 
searches many  sectors,  especially 
biotechnology'.  She  sets  up  e-mail  alerts 
to  inform  her  when  key  phrases  like 
"FDA  approval,"  come  up  in  a  com- 
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Margaret  Schaefer 


pany  release.  Then  Schaefer  puts  her 
candidates  through  technical  screen- 
ing. Her  best  pick  last  year  was 
Rochester,  N.Y.-based  New  Sky  Com- 
munication (NSKY),  which  returned 
her  400%.  "I  noticed  a  huge  spike  reg- 
ularly, every  few  months,  for  some  rea- 
son," so  Schaefer  bought.  Her  adher- 
ence to  price  and  volume  trends  has 
gotten  her  into  some  trouble.  She  lost 


more  than  80%  each  on  Optik 
(OPTK)  and  Infospace  (INSP)  last  yea 
Schaefer  likes  to  speculate  on  the  OT 
Bulletin  Boards.  She  likes  Halsey  Dru 
(HDGC.OB),  a  risky  generic  drug  mar 
ufacturer  selling  for  $1.25  that  recent) 
won  DEA  approval  to  manufactur 
highly  addictive  drugs  for  pain  treai 
ment.  Another  pick:  Twinlab  (TWLB), 
troubled  $300  million  vitamin  make 
Twinlab's  spokespeople  include  singe 
Carnie  Wilson,  who  was  recently  o 
the  cover  of  People  magazine  after  he 
150-pound  weight  loss.  The  compan 
stock  sells  for  $2.56.  — D.t 

 JOHN  WINESKI,  5S 

Custodian,  bus  driver 
Community:  lexchange.com 
Screen  name:  Valuevester 
12-month  return:  26% 

After  23  years  as  a  budget  superviso 
at  AT&T,  Wineski  got  lured  into  sellin; 
stocks  for  a  small  regional  brokerag 
firm  in  1988.  His  timing  was  lousy— 
the  market  was  dismal — and  withii 
two  years  he  had  quit.  Now  Winesk 
works  from  1  p.m.  to  midnight  at  ; 
local  elementary  school  in  Mahopac 
N.Y.  He  favors  value  stocks  and  uses  ; 
stock-screening  formula  tha 
assigns  points  to  such  things  a 
the  ratio  of  P/E  to  growth  rate 
predictability  of  earnings  anc 
dividends.  On  the  Web  Winesk 
uses  Yahoo  Finance  and  Wal 
Street  City.  One  of  his  best  pick 
was  Arlington,  Tex.-basec 
home  builder  DH  Hortor 
(DHl),  which  returned  80% 
Wineski  chose  the  company  fo; 
its  stable  earnings  growth  anc 
trailing  P/E  of  five.  Today  Wine 
ski  is  buying  N'YSE-listed  Mo 
dine  Manufacturing  (MODI)  ; 
company  that  makes  heat  transfei 
products  for  cars  and  buildings.  Wine- 
ski likes  it  because  of  its  steady  3.8°A 
dividend  yield  and  its  recent  push  intc 
fuel  cell  technology.  Another  on  hi: 
buy  list  is  PMI  Group  (PMl),  a  Sar 
Francisco-based  home  mortgage  in- 
surance company,  with  relatively  higl 
underwriting  margins  and  a  P/E  o: 
nine  times  trailing  earnings.     — D.S 
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Last  year,  we  saved  our  customers  nearly  700,000  disability  days.  We  also 
helped  them  reduce  claims  by  20%.  And  lower  cost  of  claims  by  10%.  Pretty 
exciting  numbers  for  insurance.  Especially  when  you  consider  the  other 
benefits  these  numbers  can  include:  higher  employee  morale,  lower  turnover 
and  improved  work  quality.  For  us,  insurance  goes  beyond  covering  you  in  case 
of  trouble.  As  part  of  our  unique  LibertyWorks™  process,  we  look  at  your  business 
from  top  to  bottom  and  help  you  reduce  the  likelihood  of  trouble  hitting  in  the  first 
place.  We  call  it  proactive  insurance.  You  may  prefer  "competitive  advantage." 


To  learn  about  case  histories  in  your  industry,  or 
for  more  information,  call  1-800-4-LIBERTY  or  go  to  www.libertymutualgroup.com 


THE  FABLED  FIVE  NINES.  ELUSIVE,  COVETED, 

For  a  server  operating  system,  the  five  nines  are  a  measure  of  reliability  that  translate 
over  five  minutes  of  server  downtime  per  year*  For  your  business,  that  means  serve 
and  running  when  people  need  them.  Of  course,  rumors  of  this  99.999%  uptime  us 
under  ideal  lab  conditions.  But  where  are  these  five  nines  when  your  business  need 

$s«Hrirta*ie'WY.        ,f  y°u're  us'ng  Microsoft®  Windows®  2000  Server-based  solutions,  they  may  be  close 

■W1OIWV52000 

Saner  Famfiy        think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Corr 

JvjJwfu  '  °'  a™"atlil"y  ,s  "^pendent  on  many  factors  outside  of  the  operating  system,  Including  other  hardware  and  software  technologies,  mission-critical  operational  processes  and  profei 

All  nghts  reserved.  Microsoft.  Windows,  and  the  Windows  logo  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countnes.  Th 

companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


*  THAN  YOU  THINK 


r 

Microsoft 


e  using  Windows  2000  Server-based  systems  designed  to  deliver  99.999%  server 
)urse,  not  all  installations  require  this  level  of  reliability,  but  one  thing  is  for  sure:  The 
30  Server  family  can  help  you  get  to  the  level  of  reliability  you  need.  In  fact,  industry 
as  Compaq,  Hewlett-Packard,  Unisys,  Stratus  and  Motorola  Computer  Group  can  work 
sliver  solutions  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions  you 
,  visit  microsoft.com/windows2000/servers  Software  for  the  Agile  Business. 


BY  JOSH  MCHUGH 

LIFE  PLAYS  FUNNY  TRICKS.  SEVEN 
years  ago,  Marco  Sorani  had  a  ter- 
rible accident.  He  was  floating  face- 
down in  the  Pacific  when  his  friends 
pulled  him  out  of  the  water.  A  24-year- 
old  technology  consultant  for  Ernst  & 
Young,  he  had  been  a  swimmer  and 
water-polo  player  while  in  college  at 
Princeton.  But  his  luck  ran  out  that  day: 
He  broke  his  fifth  cervical  vertebra 
bodysurfing  at  Point  Reyes,  an  hour 
north  of  San  Francisco.  The  accident  cost 
Sorani  the  use  of  his  legs  and  the  ability 
to  move  his  fingers.  Yet  that  accident 
launched  him  on  a  new  career. 

Today,  Sorani  is  the  chief  executive 
of  SSB  Technologies,  a  San  Francisco- 
based  startup  whose  software  helps 
companies  make  their  Web  sites  accessi- 
ble to  the  disabled.  There  are  an  esti- 
mated 54  million  disabled  Americans; 
of  these,  30  million  have  trouble  access- 
ing the  Web.  If  Web  businesses  don't 
grasp  the  opportunity  to  reach  this  mar- 
ket, the  U.S.  government  is  going  to  give 
them  a  little  shove. 

SSB's  headquarters  don't  fit  the 
stereotype  of  groovy  startup  office  space 
leighborhood.  Drug  dealers  and 
itutes  ply  their  trades  a  few  yards 


After  a  crip 
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violates  accessibility  rules, 
other  helps  Webmasters  fix 

for  their  place  on  the  Internet.  violati°™ presage 

. . ,   .  in  just  75%  of  the  time  it  wc 

What  helps  them  may  end  up   otherwise  take. 

One  key  element  in  \ 


The  disabled  are  clamoring 


helping  everyone. 

from  SSB's  front  door.  Inside,  there's  no 
foosball  table  and  no  cubicles — just  a 
cluster  of  desks  and  eight  people  working 
quietly  and  intently  at  their  computers. 

In  this  unprepossessing  space,  Sorani 
struggles  to  get  ready  for  a  huge  surge 
of  business.  In  December  the  U.S.  gov- 
ernment released  its  guidelines  for  com- 
pliance with  Section  508  of  the  Rehabil- 
itation Act  of  1998.  Section  508 
mandates  that,  as  of  this  June,  all  infor- 
mation technology  systems  deployed  by 
federal  agencies  and  departments  must 
be  accessible  to  disabled  people. 

This  means  that  all  government  Web 
sites — about  27  million  pages — need  to 
be  overhauled.  The  regulation  has  been 
incorporated  into  federal  procurement 
rules  so  suppliers  of  Web  software  must 
retrofit  their  products. 

SSB  makes  two  software  programs 
($5,000  for  the  package)  to  help  compa- 
nies fix  accessibility  problems.  One  scans 
Web  sites  and  identifies  HTML  code  that 


page  accessibility  is  a  feat 
known  as  an  "alt  tag" — HTML  infori 
tion  that  is  attached  to  elements  of  a  A 
page.  For  instance,  an  image  of  the  sp 
shuttle  might  be  referred  to  in  the  cod 
"shutl.gif."  Using  an  alt  tag,  a  develc 
can  attach  a  caption,  "picture  of  the  sf 
shuttle,"  which  is  invisible  to  most  u 
viewing  the  site,  but  which  can  be  r 
aloud  by  specialized  browsers  usee 
blind  or  dyslexic  people.  SSB's  softv 
makes  other  alterations,  like  captior 
of  Web  audio,  enlargement  of  lint 
buttons,  and  text  enlargement. 

After  his  accident  Sorani  workei 
Oracle  as  a  project  manager,  but  a ) 
ago  he  left  to  take  the  helm  at  SSB.  At 
time  SSB  was  a  community  site  for 
abled  travelers  called  EmpowerD.  1 
spring  Sorani  went  to  a  trade  show 
technology  companies  that  cater  to 
abled  users,  and  realized  the  bigger 
portunity  lay  in  a  more  basic  probl 
"People  had  trouble  getting  informal 
on  the  Web,"  he  says.  "We  saw  there 
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One  awkward  moment  with  my 
lector  ended  two  awkward  years 
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—VIAGRA  has  shown  improvement 
in  erectile  function  in  4  out  of  5 
men  compared  with  1  out  of  4  for 
sugar  tablets 

— More  than  17  million  prescriptions 
written  in  the  United  States* 

— Effective  and  well  tolerated  in  a 
variety  of  patients 

— More  than  6  million  men  in  the  US 
have  been  prescribed  VIAGRA 
(1  million  were  also  taking  blood 
pressure-lowering  medication) 
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GRA  is  not  for  everyone.  Be  sure  to  at 
»  strain  of  sexual  activity.  If  you  have  chest 
/our  doctor  -  J 

If  you're  a  man  who  uses  nitrate  drugs,  ne' 
i  unsafe  level.  With  VIAGRA,  the  most  co 
lach.  VIAGRA  may  also  briefly  cause  bluish 
i  erection  lasting  more  than  4  hours,  seek 
partner  from  sexually  transmitted  disease 


ifyour  doctor  if  your  heart  is  healthy  enough  to  handle  the 
■ins,  dizziness,  or  nausea  during  sex,  stop  and  immediately 

Ir  take?  VIAGRA — your  blood  pressure  could  suddenly  drop 
pmon  side  effects  are  headache,  facial  flushing,  and  upset 
vision,  sensitivity  to  light,  or  blurred  vision.  In  the  rare  event 
nmediate  medical  help.  Remember  to  protect  yourself  and 


itient  summary  of  information  about  VIAGRA  i 


-mg,  1 00-mg)  tablets  on  the  following  page. 


'  Data  on  file.  Pfizer  Inc,  New  York,  NY. 


your  ^doctor  if  a  FREE  TRIAL  of  VIAGRA  is  right  for  you. 
nbre  information,  call  I-888-4VIAGRA  or  visit  www.viagra.com. 


a  huge  need  for  accessible  technology." 

Within  two  months,  Sorani  renamed 
the  company  and  recast  it  as  a  seller  of 
Web  accessibility  software.  By  June  SSB  had 
its  first  software  package  ready.  Just  in  time 
for  the  new  federal  regulations. 

Now,  companies  like  PeopleSoft  have 
incorporated  SSB's  software  into  their 
products  to  make  sure  that  customers — 
like  the  Federal  Energy  Regulatory  Com- 
mission and  the  United  States  Mint — will 
be  in  compliance  with  the  law. 

Web  access  for  the  disabled  is  be- 
coming an  issue  even  for  companies  that 
don't  do  business  with  the  government. 
In  December  1999  the  National  Federa- 
tion of  the  Blind  sued  AOL,  saying  it  had 
violated  the  Americans  with  Disabilities 
Act  because  its  system  was  difficult  for 
the  disabled  to  use.  Six  months  later  AOL 
settled  by  promising  to  make  future  ver- 
sions of  its  software  more  user-friendly 
for  the  disabled.  This  accommodation 
of  the  NFB's  demands  suggests  that  the 
rest  of  the  industry  will  soon  follow  suit. 

Sorani  believes  the  employment  rate 
among  the  disabled  will  rise  steeply,  with 
an  increase  in  Web-based  opportunities. 
Today,  for  example,  only  one  in  four  peo- 
ple with  the  kind  of  spinal  cord  disability 
Sorani  suffers  are  employed.  Sorani  says 
that  accessibility  engineering  will  also 
speed  advances  in  alternative  Web  in- 
terfaces like  dashboard  browsers  and  cell 
phones.  What  started  as  a  benefit  for  a 
minority  will  become  a  boon  to  the 
whole  society.  Call  it  philanthropy  that 
pays  dividends. 

Significantly,  one  of  SSB's  investors  is 
Ray  Kurzweil,  the  MTT  technologist  whose 
1 999  book  The  Age  of  Spiritual  Machines 
predicts  the  imminent  rise  of  computers 
endowed  with  sophistication  surpassing 
human  thought.  In  1976  he  invented  the 
Kurzweil  Reading  Machine,  the  first  text- 
to-speech  reading  machine  for  the  blind. 
It  eventually  became  the  foundation  for 
subsequent  hands-free  computing  tech- 
nology. "It's  often  the  case  that  develop- 
ments that  start  out  by  addressing  the 
needs  of  t  he  disabled  make  their  way  into 
the  broader  consumer  market"  Kurzweil 
says,  "Because  disabled  users  have  highly 
focused  needs,"  Kurzweil  says,  "they  serve 
as  an  early  adopter  market."  F 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 

VIAGRA 

(sildenafil  citrate) Mu 
This  summary  contains  Important  information  about 
VIAGRA*.  It  is  not  meant  to  take  the  place  of  your  doctor's 
instruclions.  Read  this  information  carefully  belore  you  start  taking 
VIAGRA  Ask  your  doctor  or  pharmacist  il  you  do  not  understand 
any  of  this  information  or  il  you  want  to  know  more  about  VIAGRA. 
This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However,  VIAGRA  is  not  for  everyone.  II  is  intended  for 
use  only  by  men  who  have  a  condition  called  erectile  dysfunction 
VIAGRA  must  never  be  used  by  men  who  are  taking 
medicines  that  contain  nitrates  of  any  kind,  at  any  time. 
This  includes  nitroglycerin.  It  you  lake  VIAGRA  with  any 
nitrate  medicine  your  blood  pressure  could  suddenly  drop 
to  an  unsafe  or  life  threatening  level. 

What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in 
men.  II  can  help  many  men  who  have  erectile  dysfunction  get  and 
keep  an  erection  when  they  become  sexually  excited  (stimulated) 
You  will  nol  get  an  erection  just  by  taking  this  medicine  VIAGRA 
helps  a  man  with  erectile  dysfunction  get  an  erection  only  when  he 
is  sexually  excited. 

How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  lills  with  more 
blood  than  usual.  The  penis  then  expands  and  hardens  This  is 
called  an  erection.  After  the  man  is  done  having  sex,  this  extra  blood 
Hows  out  ol  the  penis  back  into  the  body  The  erection  goes  away 
II  an  erection  lasts  for  a  long  time  (more  than  6  hours),  it  can 
permanently  damage  your  penis  You  should  call  a  doclor 
immediately  if  you  ever  have  a  prolonged  erection  that  lasts  more 
than  4  hours. 

Some  conditions  and  medicines  interfere  with  this  natural  erection 
process  The  penis  cannot  fill  with  enough  blood  The  man  cannot 
have  an  erection.  This  is  called  erectile  dysfunction  if  it  becomes  a 
Irequenl  problem 

During  sex,  your  heart  works  harder  Therefore  sexual  activity  may 
nol  be  advisable  for  people  who  have  heart  problems  Before  you 
start  any  Ireatment  lor  erectile  dysfunction,  ask  your  doctor  it  your 
heart  is  healthy  enough  to  handle  the  extra  strain  ol  having  sex.  If 
you  have  chesl  pains,  dizziness  or  nausea  during  sex,  stop  having 
sex  and  immediately  tell  your  doctor  you  have  had  this  problem 

How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation.  When  a  man  is  sexually  exciled.  VIAGRA  helps 
the  penis  fill  with  enough  blood  to  cause  an  erection.  After  sex  is 
over,  the  erection  goes  away. 

VIAGRA  Is  Not  for  Everyone 

As  noted  above  [How  Sex  Affects  the  Body),  ask  your  doctor  if 
your  heart  is  healthy  enough  for  sexual  activity 

If  you  take  any  medicines  that  contain  nitrates-either 
regularly  or  as  needed-you  should  never  take  VIAGRA. 

II  you  take  VIAGRA  with  any  nitrate  medicine  or  recreational  drug 
containing  nitrates,  your  blood  pressure  could  suddenly  drop 
to  an  unsafe  level.  You  could  gel  dizzy,  faint,  or  even  have  a  heart 
attack  or  stroke.  Nitrates  are  found  in  many  prescription  medicines 
that  are  used  to  treat  angina  (chest  pain  due  to  heart  disease)  such 
as: 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes, 
and  tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrale  (tablets 
that  are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amyl  nitrate 
or  nitrite  ("poppers").  II  you  are  not  sure  il  any  of  your  medicines 
contain  nitrates,  or  if  you  do  not  understand  what  nitrates  are, 
ask  your  doctor  or  pharmacist. 

VIAGRA  is  only  lor  patients  with  erectile  dysfunction.  VIAGRA  is  nol 
lor  newborns,  children,  or  women.  Do  not  let  anyone  else  lake  your 
VIAGRA.  VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  Ireatment 
for  ereclile  dysfunction. 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV— the  virus  that 
causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 
Only  your  doctor  can  decide  if  VIAGRA  is  right  for  you.  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure.  You  will 
need  to  have  a  thorough  medical  exam  to  diagnose  your  erectile 
dysfunction  and  to  find  out  if  you  can  safely  take  VIAGRA  alone  or 
with  your  other  medicines.  Your  doctor  should  determine  if  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex. 
Be  sure  to  tell  your  doctor  it  you: 

•  have  ever  had  any  heart  problems  (e.g.,  angina,  chest  pain, 
heart  failure,  irregular  heart  beats,  or  heart  attack) 


•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of 
VIAGRA  tablets 

•  have  a  delormed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

VIAGRA  and  Other  Medicines 
Some  medicines  can  change  the  way  VIAGRA  works  Tell  your 
doclor  aboul  any  medicines  you  are  taking  Do  not  start  or  stop 
taking  any  medicines  before  checking  with  your  doctor  or 
pharmacist.  This  includes  prescription  and  nonprescription 
medicines  or  remedies  Remember,  VIAGRA  should  never  be  used 
with  medicines  that  contain  nitrates  (see  VIAGRA  Is  Nol  lor 
Everyone)  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  the  Right  Dose  lor  You )  VIAGRA 
should  not  be  used  with  any  other  medical  treatments  that  cause 
erections  These  treatments  include  pills,  medicines  that  are  injected 
or  inserted  into  the  penis,  implants  or  vacuum  pumps 

Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg)  If 
you  do  not  gel  the  results  you  expect,  talk  with  your  doctor  You 
and  your  doctor  can  determine  the  dose  that  works  best  for  you. 

•  Do  nol  take  more  VIAGRA  than  your  doctor  prescribes 

•  II  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with 
your  doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day 
If  you  are  older  than  age  65,  or  have  serious  liver  or  kidney 
problems,  your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  of 
VIAGRA.  If  you  are  taking  protease  inhibitors,  such  as  lor  the 
treatment  of  HIV.  your  doctor  may  recommend  a  25  mg  dose  and 
may  limit  you  to  a  maximum  single  dose  of  25  mg  of  VIAGRA  in  a 
48  hour  period 

How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  before  you  plan  lo  have  sex  Beginning 
in  about  30  minutes  and  for  up  lo  4  hours.  VIAGRA  can  help  you  get 
an  erection  il  you  are  sexually  excited.  If  you  take  VIAGRA  after  a 
high-fat  meal  (such  as  a  cheeseburger  and  trench  tries),  the 
medicine  may  take  a  little  longer  to  start  working  VIAGRA  can  help 
you  get  an  erection  when  you  are  sexually  excited  You  will  not  get 
an  erection  just  by  taking  the  pill 

Possible  Side  Effects 

Like  all  medicines.  VIAGRA  can  cause  some  side  effects.  These 
effects  are  usually  mild  lo  moderate  and  usually  don't  last  longer 
than  a  lew  hours.  Some  of  these  side  effects  are  more  likely  to  occur 
with  higher  doses.  The  most  common  side  effects  of  VIAGRA  are 
headache,  flushing  of  the  face,  and  upset  stomach  Less  common 
side  effects  that  may  occur  are  temporary  changes  in  color  vision 
(such  as  trouble  telling  the  difference  between  blue  and  green 
objects  or  having  a  blue  color  tinge  to  them),  eyes  being  more 
sensitive  to  light,  or  blurred  vision. 
In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours.  You  should  call  a  doclor  immediately  if  you  ever  have  an 
erection  that  lasts  more  than  4  hours.  If  not  treated  right  away, 
permanent  damage  to  your  penis  could  occur  (see  How  Set  Affects 
the  Body) 

Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA.  Most,  but  not  all,  of  these 
men  had  heart  problems  before  taking  this  medicine.  It  is  no' 
possible  to  determine  whether  these  events  were  directly  related  to 
VIAGRA. 

VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet.  If  you  want  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about,  call  your  doctor. 

Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  of  children.  Keep  VIAGRA  in  its 
original  container.  Store  at  room  temperature.  59°-86°F  (15°-30°C). 

For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction. 
Only  your  doctor  can  decide  if  it  is  right  for  you.  This  sheet  is  only  a 
summary.  If  you  have  any  questions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www.viagra.com, 
or  call  1-888-4VIAGRA 
23-5515-00-4 
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)m  a  remote  island,  I  was  able  to  e-mati  the- 
ice,  check  stocks— and  Jell  friends  that  I'd 
need  with  Mick  Jagger. 


EIGH  GALLAGHER 

ljpj|  -MAIL  WAS  THE  FURTHEST 
thing  from  my  mind  when  I 

B  disembarked  from  the  eight- 
seat  plane,  ditched  my  overcoat 
and  breathed  in  the  balmy  is- 

[  air.  I  had  landed  on  Mustique,  the 

1  1,400-acre  island  in  St.  Vincent 
the  Grenadines,  the  remote  stretch 

2  cays  and  islands  on  the  southeast- 
edge  of  the  Caribbean. 

3ut  e-mail  and  the  Internet  were 
:isely  why  I  was  there.  My  task,  as 
ated  by  the  editors  at  Best  of  The 
<:  to  find  the  world's  most  far-flung, 
usive,  yet  Web-accessible  resorts, 
a  sprawling  business  hotel,  but  a 
e  where  you  could  get  away  from  it 
;et  some  R  and  R — but  also  log  on 
iu  needed  to. 

\fter  digging  up  just  a  dozen  or  so 
rts  that  fit  the  bill,  I  decided  to  visit 
itique's  famed  Cotton  House.  The 

plantation-style  inn  had  recently 
ailed  data  ports  in  every  one  of  its 
□oms.  I  would  fly  down,  log  on  and 
back,  feeling  just  what  it  was  like  to 
emote,  yet . . .  wired. 
Vlustique  is  about  as  remote  as  it 

in  the  Caribbean.  With  only  a 
dful  of  tiny  propeller  planes  arriv- 
daily,  and  just  a  single  inn  to  speak 


of,  tourist  traffic  is  virtually  nonexis- 
tent. (Twice  I  found  myself  the  only 
bather  for  an  entire  afternoon  on  one 
of  the  island's  white  sand  beaches.) 
Most  visitors  stay  in  one  of  the  island's 
83  decadent  villa  hideaways,  where 
rental  fees  run  as  high  as  $27,000  per 
week.  High-caliber  home  owners  like 
Mick  Jagger  and  Tommy  Hilfiger  savor 
the  island's  quietude,  as  do  recent 
renters  like  Bill  Gates,  Paul  Allen,  Peter 
Lynch  and  Harrison  Ford. 

But  surely  these  members  of  the 
technoscenti  and  the  glitterati  require 
Internet  access.  Remote  or  not,  every- 
one these  days  wants  to  be  connected; 
and  like  other  destinations,  Mustique 
has  seen  a  steady  rise  in  the  number  of 
laptop-toting  vacationers.  Peter  Ernst, 
head  of  operations  for  the  Mustique 
Company,  which  owns,  staffs  and 
maintains  most  of  the  island  (including 
the  Cotton  House),  guesses  that  at  least 
half  of  its  visitors  now  bring  laptops. 
The  villas  offer  dial-up  Internet  access. 
Last  year  Ernst  hired  a  full-time  IT  con- 
sultant to  service  the  island's  guests. 

The  Mustique  Company  is  merely 
trying  to  keep  up  with  what  is  going  on 
in  its  industry.  A  year  ago  less  than  10% 
of  U.S.  business  hotel  rooms  had  high- 
speed Internet  access,  says  Cahners  In- 


The  Cotton  House 
Mustique's  wired 
hideaway. 


Stat  Group.  By  2002  that  figure  will 
jump  to  80%.  Starwood's  W  hotel 
chain,  which  caters  to  business  travelers 
in  big  cities,  offers  high-speed  connec- 
tions and  Web  TV  in  every  room.  Wyn- 
dham  Hotels  &  Resorts  will  give  you  a 
room  with  T-l  line,  and  every  Ritz- 
Carlton  (except  Dubai)  has  a  24-hour 
"techno  butler"  on  hand. 

The  Hilton  Hawaiian  Village  in 
Honolulu  is  going  beyond  high-speed 
access.  Its  brand-new  wireless  network 
allows  guests  to  surf  on  rented  laptops 
in  the  lobby  and  pool  area. 

But  it's  not  just  the  business-travel 
hotel  chains  that  are  gearing  up.  The 
Cotton  House  has  plenty  of  competi- 
tion at  other  exclusive  and  exotic  re- 
treats. Jamaica's  Goldeneye  resort,  one- 
time estate  of  James  Bond  creator  Ian 
Fleming,  has  data  ports  in  each  of  its 
five  villas — and  in  the  poolside  lounges. 

Not  remote  enough?  Consider 
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Al  Maha, 
broadband  oasis 


Soneva  Fushi,  a  small,  "Robinson  Cru- 
soe-style" resort  in  the  Maldives,  off  the 
coast  of  Sri  Lanka — and  accessible  only 
by  seaplane  or  speed  boat.  Last  year  it 
installed  two  iMacs  in  its  library,  with 
dial-up  Web  access.  You  can  surf  from  a 
hut  with  a  thatched-roof  overlooking  a 
coral  reef  as  a  24-hour  tech  consultant 
waits  on  call.  At  other  resorts,  like  the 
nearby  Four  Seasons  Kuda  Huraa,  a 
full-time  IT  expert  will  configure  your 
laptop  for  in-bungalow,  dial-up  access 
through  a  local  ISP.  You  can  even  plan 
an  executive  retreat.  The  Kuda  Huraa 
will  set  up  a  "virtual  private  network" 
that  can  be  securely  connected  to  your 
company's  server. 

There  are  varying  degrees  of  con- 
nectivity at  most  exclusive  resorts  (see 
table).  Standard  accommodations  in- 
clude executive  centers  or  libraries  with 
Web-ready  PCs.  That's  what  you'll  find 
at  Bora  Bora  Lagoon  Resort,  Cap  Juluca 
in  Anguilla  and  the  Datai  in  Lankwai, 
Malaysia.  However,  call  ahead  to  get 
specifics  on  the  type  of  PCs  and  the 
software.  It's  not  uncommon  to  pay 
$40  per  hour  for  the  privilege  of  using  a 
five-year-old  Pentium  I. 

Surprisingly,  your  best  bet  for  stay- 
ing connected  may  be  floating  in  the 
middle  of  the  ocean.  Cruise  operators 
like  Crystal,  Norwegian,  Windstar  and 
Silversea  are  offering  passengers  on- 
ship  Internet  cafes  and  e-mail  service — 
without  the  steep  ship-to-shore  phone 
charges.  Silversea  Cruises'  382-passen- 
ger  Silver  Shadow  has  a  Bloomberg  ter- 
minal onboard.  In-cabin  data  ports  are 
also  available  on  most  lines,  but  you 
may  have  to  pay  up  to  $15  per  minute 
for  satellite  Web  access. 

The  most  exotic  and  remote  resort 


we  found  with  high-speed  access  was 
the  18-month-old  Al  Maha,  situated  in 
a  gaming  reserve  an  hour  north  of 
Dubai  City.  Set  amid  grazing  gazelles 
and  soaring  falcons,  the  posh  resort  is 
designed  to  resemble  a  Bedouin  en- 
campment. It  offers  a  high-speed  cable 
connection  in  every  tented  villa,  Com- 
paq laptops  to  borrow  and  a  Web-ready 
PC  in  the  library.  Videoconferencing 
may  be  next. 

Most  experts  say  it's  only  a  matter  of 
time  before  every  hotel  room,  every- 
where, has  broadband  access.  "Ten  years 
ago,  some  properties  didn't  have  color 
TVs  in  every  room,"  says  Ed  Nesta  of 
Leading  Hotels  of  the  World,  a  luxury 
hotel  marketing  group.  "It  will  become  a 
requirement  like  locks  on  the  doors." 

Broadband  could  be  coming  to 
Mustique  as  soon  as  this  year.  Cable  & 
Wireless,  the  region's  sole  telecom 
provider,  recently  upgraded  the  area's 
network  to  accommodate  ADSL. 

But  for  now  this  FORBES  reporter 
was  forced  to  suffer  the  hardship  of 
dial-up  access.  Somehow,  the  ocean- 
facing  terrace  of  my  private  poolside 
cottage  and  complimentary  bottle  of 
rum  made  it  easier  to  take.  Plugging  my 


Remote,  Exclusive  and  Wired 

HOW  FAST  HOW  FAR  AWAY 


laptop  into  the  data  port  (extra  phone 
jack,  really)  was  easy  and  within  min- 
utes I  was  connected.  I  e-mailed  the  of- 
fice and  notified  friends  and  family  that 
I'd  arrived  safely — and  that  my  most 
difficult  task  so  far  was  choosing  from 
the  resort's  pillow  menu.  I  checked 
prices  on  a  few  stocks  I  had  been  fol- 
lowing on  Yahoo  Finance  and  shopped 
at  Amazon.com  for  a  Nina  Simone  CD  I 
had  borrowed  from  the  Cotton  House 
library.  And  after  a  colleague  e-mailed 
me  a  gossip  item  on  Mick  lagger  spend- 
ing New  Year's  Eve  at  the  Cotton 
House,  I  clicked  over  to  NYPost.com 
for  the  full  scoop. 

Of  course,  my  weekend  of  Web 
surfing  was  glacially  slow,  but  I  figured 
if  Bill  Gates  and  Paul  Allen  could  live 
with  24K  dial  up,  so  could  I.  What 
wasn't  so  easy  for  me  to  live  with  was  the 
long-distance  telephone  charges  I  would 
be  billed  for  connecting  to  my  ISP.  The 
cost  for  my  first  hour-long  session: 
$142.28.  Luckily,  I  soon  found  out  that  it 
was  possible  to  arrange  a  local  ISP  con- 
nection for  a  flat  $30  per  week  or  17 
cents  per  minute. 

As  for  the  rest  of  my  experiment  in 
remote  connectivity,  it  was  a  success.  I 
was  able  to  completely  unwind,  reply  to 
every  last  one  of  my  e-mails  and  do  a  lit- 
tle Web  shopping.  Since  I  wasn't  under 
any  immediate  deadlines,  the  most  use- 
ful purpose  I  found  for  being  connected 
to  the  Web  in  this  lush  tropical  resort 
was  to  tell  my  friends  that  not  only  had  I 
spotted  Mick  Jagger  at  a  neighboring 
table  during  dinner,  but  I'd  managed  to 
bump  hips  with  him  on  the  dance  floor 
at  Basil's,  Mustique's  popular  watering 
hole.  Even  at  24K,  that's  one  e-mail  they 
won't  soon  forget.  F 


In-room  high-speed  access 

Al  Maha,  Dubai;  Hilton  Hawaiian  Village,  Honolulu; 
Marriott  Surfer's  Paradise,  Queensland,  Australia 

In-room  dial-up  access  plus  publicly 
accessible  computer  terminal  (s) 

Cotton  House,  Mustique;  Curtain  Bluffs,  Antigua; 

Four  Seasons  Kuda  Huraa,  Maldives;  The  Datai,  Lankwai, 

Malaysia;  Banyan  Tree,  Phuket,  Thailand 

In-room  dial-up  access 

The  Caves,  Negril,  Jamaica;  Goldeneye,  Jamaica; 
La  Casa  Que  Canta.  Zihuatanejo,  Mexico 

Publicly  accessible 
computer  terminal  (s) 

Bora  Bora  Lagoon  Resort;  Lizard  Island  Resort,  Australia; 
Fregate  Island  Resort,  Seychelles;  Soneva  Fushi,  Maldives 
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English,  her  native. 

* 

•  \     .  •  >'  y/'- 

age  JOgS  with  her 
md  in  the  park  each 
ng  WOrkS  as  a  Senior 


lunications  COUntS 
f  part  of  Motorola's  team 

s  what  Singapore 

ibout. 

Yvonne  Lee,  Motorola 


Yvonne  Lee  never  expected  to  find  herself  in  a  magazine.  Dedicated  though  she  is  to  her  job,  she's 
just  another  Singaporean  doing  what  she  loves,  and  doing  it  well.  Which  is  precisely  our  point. 
You  see,  Singapore  is  full  of  people  like  Yvonne.  People  just  as  much  at  home  with  IT  as  anyone  in 
Silicon  Valley.  People  as  fluent  in  English  as  those  you  speak  to  every  day.  People,  in  fact,  you'd  hire 
right  away  given  the  opportunity.  It's  hardly  surprising  then,  that  Singapore  is  already 
home  to  over  5,000  MNCs.  It's  also  the  most  connected  place  in  Asia;  99%  of  homes 
and  offices  have  access  to  broadband  and  the  island's  infrastructure  puts  a  ready-made 
regional  market  within  easy  reach. 


Singapore 


the  place 


To  find  out  more  about  Singapore  and  its  people,  call  us  in  the  US  at  (650)654  1185 
to  put. a  d  t     or, in  Singapore  at  55)211  00881  or  visit  wwv£',ida,gov.sg.  Like  Yvonne,  we'll  talk  your 


nguage.  And  show  you  the  best  place  to  put  your  dot  in  Asia. 
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Biz  Trip 
Essentials 

For  anyone  who's  ever 
suffered  my-laptop-won't 
connect-in-this  hotel- 
room  hell. 


BY  CHRISTOPHER  ELLIOTT 
with  DOUG  DONOVAN 

QN  A  RECENT  BUSINESS  TRIP  TO  BERLIN 
Patricia  Walters  got  her  wires  crossed- 
almost  literally.  "I  tried  to  go  online 
using  my  laptop  computer,"  remembers 
the  senior  vice  president  for  the  Associ- 
ation for  Investment  &  Management  Re- 
search in  Charlottesville,  Va.  "The  phone 
cord  seemed  to  fit  into  the  outlet,  but  I 
couldn't  get  a  dial  tone.  I  kept  trying  and 
trying.  Nothing  happened." 

Too  bad  she  didn't  know  about  TeleAdapt  (www.tele- 
adapt.com).  The  service  could've  recommended  an  adaptor  for 
Germany's  digital  phone  lines — a  detail  she  didn't  find  out 
until  long  after  she'd  given  up  trying  to  check  her  e-mail. 

More  than  59  million  Americans  consulted  the  Internet 
before  traveling  last  year.  Most  of  what  they  encountered  on- 
line were  the  cheap-fare  sites,  resort  brochureware  and  vaca- 
tion information  that  currently  clutter  cyberspace.  Herewith 
is  Best  of  The  WeFs  rundown  of  essential  Internet  resources 
for  frequent  business  travelers. 

SAFETY       U.S.  Department  of  State  travel  warnings  page 
www.travel.state.gov/travel_warnings.html 

The  State  Department's  travel  warnings  and  consular  infor- 
mation sheets  are  quick,  no-nonsense  resources  for  the  inter- 
national traveler.  Sign  up  for  the  latest  security  updates  by 
e-mail  and  browse  a  database  of  useful  safety  information, 
like  the  section  on  driving  in  foreign  countries. 

CONNECTIVITY      TeleAdapt  www.teleadaptusa.com 

The  place  to  go  to  make  sure  that  your  laptop  power  adapter 
will  work,  or  that  your  cell  phone  battery  charger  is  compat- 
ible in  the  country  you're  visiting.  TeleAdapt  offers  in-depth 
information,  sells  the  adaptors,  backs  them  up  with  24-hour 
support  and  offers  tip  sheets  for  the  wired  traveler  on  topics 


like  checking  e-mail  from  a  hotel's  dig 
tal  phone  line. 

HEALTH  Passport  Healr 

www.passporthealthusa.coi 

Authoritative  health  and  safety  advice,  especially  f< 
international  travelers.  Passport  also  sells  travel  insu 
ance  that  includes  medical  consultation,  evacuatic 
and  transport,  as  well  as  lost  baggage  and  passport  se 
vices.  Also  useful:  the  Centers  for  Disease  Control 
travel  page  (www.cdc.gov/travel),  with  tips  on  travelir 
with  kids  and  the  very  latest  travel  vaccine  informatioi 

UNIFIED  MESSAGING         Etrieve  www.etrieve.cor 

Once  you've  configured  Etrieve,  you  can  access  e-ma 
from  any  Web  browser  or  phone.  You  can  even  respon 
by  phone  by  creating  and  sending  a  voice  file.  A  nifty  aj 
plication  allows  you  to  synchronize  Etrieve  wit 
Microsoft  Oudook,  so  that  you  don't  have  to  rea 
the  same  messages  twice  when  you  return  froi 
your  travels.  Unlimited  toll-free  access  costs  $50  pi 
year.  Warning:  The  e-mail  service  can  sometimes  I 
delayed  by  several  hours. 

TECH  HELP        PCsupport  www.pcsupport.cor 

Around-the-clock  technical  support  via  phone  an 
e-mail.  Also  includes  a  directory  of  more  tha 
2,200  popular  software  and  hardware  proc 
ucts.  A  preferred  membership  with  unlimited  support  cos 
$150  a  year.  PCs  only. 

ENTERTAINMENT  On  The  Road  www.ontheroad.cor 

Where's  a  good  restaurant  in  Dallas  to  get  a  business  deal  don 
To  book  a  limousine  service?  Check  this  constandy  update 
database  of  1,200  restaurant  reviews,  12,000  events  and  3C 
business  services.  (Answers:  the  Palm  Restaurant  in  the  We 
End  and  Carey  Limousines,  where  Lincoln  Town  Cars  start , 
$40  per  hour.)  The  downside:  right  now  it  only  covers  14  maj< 
cities  in  North  America,  seven  in  Asia  and  four  in  Europe. 

MILEAGE  TRACKERS  MaxMiles  www.maxmiles.cor 

Serves  33  airlines  and  powers  mileage-tracking  services  ft 
AmEx,  Expedia,  Excite  and  AOL.  It  will  also  track  frequenc 
awards  for  hotels  and  car  rentals.  In  addition  to  account  sun 
maries,  the  site  displays  program  expiration  dates  and  tailo: 
special  deal  searches.  Best  of  all,  it  notifies  you  when  milt 
haven't  been  recorded — important  since  nearly  20%  of  a 
mileage  points  aren't  properly  tracked.  Cost:  $30  per  year  aft< 
three  free  months.  And  it's  available  via  wireless  devices.  Ar 
other  worthy  site:  MilesDirect.com  (www.milesdirect.com). 
sends  e-mail  alerts  when  miles  hit  certain  benchmarks,  bi 
none  when  miles  haven't  been  recorded.  Cost:  $25  per  ye; 
after  one  free  month.  I 
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TI6S  out  business  worldwide 
is  WAP  phone  drive!  his 
ly  to  the  beach  on  weekends 
tches  live  webcasts  of 
DOW  and  NASDAQ  leads 
;  $20  million  Asia  Pacific 
He  e-services  program  he's 

Singapore  is  an  about. 


Kelvin  Tan,  HP 


Going  Without  a  Guidebook 


Boisdalc:  crunchy  fishcakes 
savory  haggis  and  no  Yanks 


How  a  chowhound  ate  her  way  through 
London  with  only  the  Web  to  point  the  way 


BY  DANIELLE  SVETCOV 

I AM  GAZING  ACROSS  A  RED,  LAMP-LIT  DINING  ROOM  LULLED 
by  the  comforting  din  of  pale  people  discussing  Shakespeare. 
I  have  just  devoured  a  crunch}  cod,  salmon  and  smoked 
haddock  fish  cake  served  atop  creamy  spinach.  Our  pouty 
Italian  waiter  stands  in  contrast  to  the  crest-and-manor  plaids 
of  this  Scottish  restaurant  in  central  London. 

I  love  it.  I  love  it  all.  The  place  is  called  Boisdale.  No  one  in 
the  room  speaks  with  a  Yankee  accent  except  for  me  and  my 
guest.  This  is  why  I  travel.  There  is  nothing  familiar  here 
except  eccentricity.  I  haven't  heard  a  cell  phone  ring  since  I 
arrived.  Patrons  sit  up  straight  and  drink  sherry  for  sport. 

I  chose  Boisdale  after  two  weeks  of  scouring  through 
food  reviews  published  on  the  Web.  "Very  'masculine'  place, 
cozy  atmosphere,  Scotch  sublime,"  wrote  a  contributor  at 
Chowhound.com.  "Four  years  in  Scotland,  served  up  many  a 
haggis,  but  this  was  the  best  tasting,"  proclaimed  a  reviewer 
at  Londonrestaurantreview.co.uk. 

The  research  was  exhausting.  But,  after  a  culinary  misad- 
venture in  Montreal  last  year,  I've  given  up  on  printed  guide- 
books. I  was  looking  for  humble  restaurants  with  character 
and  local  vibe,  but  the  books  led  me  only  to  tourist  traps.  So, 
for  London,  I  decided  to  try  the  Web.  Maybe  by  sifting 
through  the  rants  and  raves  of  real  people  in  cyberspace,  I 
could  assemble  a  "best  of  list. 

Finding  review  sites  wasn't  hard.  Finding  sites  that 
matched  my  tastes  was.  My  mecca  was  Chowhound.com,  a 


site  run  by  self-proclaimed  antifoodies.  "Foodies  eatt 
where  they're  told  and  rarely  go  where  Zagat  hasn't) 
gone  before.  Chowhounds,  on  the  other  hand,  blaze 
trails.. . .  They  despise  hype." 

Other  similar  sites  I  used  were  Londonside.com 
and  Londonrestaurant.co.uk.  In  a  few  cases,  the  site 
reviewers  actually  traded  e-mail  with  me  to  help 
with  my  planning.  What  follows  is  what  I  found 
online  and  at  the  tables. 

The  Terrace — Kensington.  Londonrestaurant.co.uk 
said:  "Five  stars.  A  smallish  place,  tucked  away  in  a 
quiet  mews  road  off  Kensington  Church  Street.  Dishes 
simple  but  exciting:  baked  monkfish  in  coriander  . . . 
strawberries  with  clotted  cream."  My  take:  Loved  the 
winding  residential  street  with  gaslights,  but  the  food 
was  too  salty  and  the  atmosphere  comatose.  One 
plus:  no  tourists  in  sight. 

Malabar  Junction — Covent  Garden.  ThisisLondon.com 
said:  "All  the  traditional  southern  Indian  vegetarian 
favourites  like  rava  dosa  and  uthappam.  Perfect  for  a 
meat-eater  who  wants  to  take  a  veggie  out  to  dinner." 
My  take:  Overcooked  fish.  Mint-green  walls.  Boom- 
ing American  voices  at  every  turn.  Service  was  great, 
but  the  teddy  bears  swaddled  in  wicker  baskets 
dangling  from  the  ceiling  made  me  cringe. 
Gordon's — Covent  Garden.  Chowhound.com  said:  "Sure  to  be 
filled  with  locals  having  a  last  drink  with  office  mates  before 
going  for  drinks  with  friends  and  family.  Get  the  picture?  Lots 
of  slobby  drunks  in  suits."  My  take:  Loved  it.  Gordon's  was 
full  of  character.  It  is  a  shadowy  650-year-old  wine  vault, 
flickering  with  candlelight  and  populated  with  besotted 
bankers.  Besides  a  full  offering  of  wines,  there  is  a  buffet  of 
fruit,  cheese  and  a  unique  beet  quiche. 
The  Real  Greek — Hoxton  Market.  ThisisLondon.com  said: 
"The  truest  ingredients,  traditional  approach  to  Greek  food: 
feta  stored  in  oak  barrels,  trahana  cooked  to  piquant  puree 
accompany  roast  rack  of  lamb."  My  take:  The  place  was  set  in 
a  warehouse  district  with  a  funky  menu  including  fava  bean 
mushes,  homemade  sourdough  breads,  sauteed  kale  and 
meats  simmered  for  days.  Big,  friendly  groups  were  eating  at 
long  boarding-house  tables.  We  wanted  to  join  one  of  them 
to  sample  as  much  of  the  menu  as  possible. 
L'artista — under  Golder's  Green  Station.  Londonside.com 
said:  "Authentic,  run  by  Neapolitans.  Only  once  found  pizza 
that  matches,  in  Padova  in  northern  Italy.  Definitely  worth  the 
trip  and  the  noise."  My  take:  Londonside  was  right  on,  except 
for  the  canned  pears  on  our  pear-and-gorgonzola  pie.  Best  of 
all:  the  under-the-tracks  location  kept  tourists  away. 

The  verdict?  The  Web  served  up  the  inside  scoop  for  four 
of  the  six  meals  on  my  epicurean  tour.  Not  bad,  especially 
considering  the  thrill  I  got  eating  off  the  beaten  track.  F 
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pS  in  touch  with  his 
irton  alumni  reads  the 
I  and  New  York  Times  on 
idband.  goes  fishing  with 
kids  as  often  as  he  can 
ads  Microsoft's  most 
ant  Asian  market  that's 
Singapore  is  all  about. 

- 

Saw  Ken  Wye,  Microsoft 


His  US  colleagues  call  him  Ken.  And  nothing  could  be  more  appropriate.  For  while  Saw  Ken  Wye  lives 
half  a  world  away  in  Singapore,  he's  just  the  kind  of  Bob,  Dave,  Jeff  or  Pete  you'd  like  to  have  on 
your  payroll  here  in  the  USA:  Great  resume  (he's  currently  MD  of  Microsoft  Singapore),  IT-tuned  (his 
home  is  logged  on  24  hours)  and  passionate  about  his  work  (not  to  mention  fishing).  What's  surprising, 
though,  is  that  Ken  is  not  one  of  a  kind.  He's  one  of  many  in  Singapore  who  are  equally  at  ease 
anywhere  in  the  English-speaking,  new  tech  global  village.  After  all,  Singapore  is  Asia's  most 
connected  city.  Being  online  is  a  way  of  life  for  more  than  5,000  MNCs  here,  and  a 
nationwide  broadband  network  provides  high  speed  access  for  virtually  everyone. 

Singapore  -  To  find  out  more  about  Singapore  and  the  kind  of  people  who  could  be  putting  your 
the  place  (jot  m  Asia,  call  us  in  the  US  at  (650)654  1185  or  in  Singapore  at  55)211  0888, 
o  put  a  d  t     Qr  v|s-t  $jp  Sue,  Steve,  Kathy,  Ed  -  you  name  them,  they're  here,  just  waiting 

\sia  "'  ■„',}'■■ 

to  be  part  of  your  team. 
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Handf  uls  of  Fun 

PDAs  are  not  just  for  keeping 
appointments.  Playing  games  on  your 
Palm  can  be  an  addicting  time-killer. 


BY  BRUCE  UPBIN 

THE  WEB  IS  FLOODED  WITH  CHEAP 
or  free  games  for  Palm-like  de- 
vices. The  latest  count  exceeds 
600  titles  for  the  Palm  operating  sys- 
tem alone,  in  every  category  from  ac- 
tion to  strategy  to  wordplay.  But  before 
you  start  dreaming  of  turning  your 
Palm  V  into  a  business-class  Game 
Boy,  know  this:  Small  screens,  uner- 
gonomic  buttons,  slow  processors  and 
limited  memory  space  all  conspire  to 
make  most  Palm  games  mediocre  at 
best  compared  with  their  console  or 
PC-based  cousins.  Many  are  simply  bad 
clones  of  older  games  such  as  Othello 
and  Tetris.  If  all  you  really  want  is  a 
portable  gaming  device,  buy  a  $70 
Game  Boy  instead. 

Titles  that  rise  above  the  fray  do  so 
through  simplicity  and  originality, 
taking  advantage  of  what  Palms  are 
all  about:  convenient,  portable  and 
personal.  "The  best  games  are  ones 
you  can  whip  out  ten  minutes  before 
a  meeting  and  go  a  little  further  than 
before,"  says  Eric  Zimmerman,  presi- 
dent of  GameLab,  a  New  York-based 
developer. 

Owners  of  Windows-based  Pocket- 
PCs  may  feel  left  out.  Most  developers 
write  for  the  more  popular  Palm  plat- 
form, even  though  PocketPCs  have  bet- 
ter color,  sound  and  graphics.  Owners 
of  a  Handspring  Visor  are  in  luck.  A 
new  $40  attachment  called  Game  Face 
turns  the  Visor's  unwieldy  controls 
into  a  joystick  with  a  pair  of  larger 
touch  pads. 

Here's  a  rundown,  in  alphabetical 
order,  of  the  best  Palm  PDA  games 
in  a  range  of  genres.  They  can  be 
downloaded  from  www.tucows.com, 
www.gamecenter.com,  www.handan- 
go.com  and  www.palmgear.com.  All 
offer  demo  versions. 


AlphaTwist 

MiaowSoft,  $4 
An  addictive  game 
for  the  verbally  as- 
tute. Combining  ele- 
ments of  Solitaire, 
Tetris  and  Scrabble, 
AlphaTwist  forces  you 
to  create  words  in  rows 
and  columns  on  a  five-by 
five  square  grid  from  a  bag  of 
98  vowels  and  consonants  before 
time  and  open  squares  run  out.  You 
can  train  yourself  by  making  settings 
easier  at  first.  Comes  with  dictionary. 

Dope  Wars  

Matt  Lee,  freeware 

This  cult  DOS  classic  has  become  the 
most  popular  Palm  game  ever.  Get  rich 
selling  illicit  drugs  in  New  York  City, 
watching  for  the  loan  shark  and  the 
cops.  So  maybe  its  themes  are  not  the 
purest,  but  its  lessons  are  important: 
buy  low  and  sell  high,  diversify  your 
inventory  and  keep  your  balance  sheet 
clean.  For  the  chaste,  there's  a  clone 
game,  Solar  Wars,  where  commerce  is 
in  water,  ore  and  dilithium  crystals. 

Kyle's  Quest  

Kyle  Poole,  $15  shareware 
A  Palm  phenomenon.  Fans  of  Final  Fan- 
tasy would  be  impressed  with  the  com- 
plexity Kyle  Poole  has  built  into  this  role- 
playing  game.  Your  pixel-sized  warrior 
can  explore  and  attack  bad  guys  on  more 
than  30  downloadable  levels  written  by 
acolyte  programmers.  One  puts  you  in 
Help  Desk  Hell,  avoiding  help  desk  guys 
who  can  kill  you  with  their  phone. 

Pocket  Chess  Deluxe  

PocketExpress,  $25 

There  are  plenty  of  reasons  why  this  is 


the  most  popular  chess  download.  I 
offers  up  to  eight  skill  levels,  allowinj 
you  to  order  the  computer  to  thinl 
faster  or  slower.  The  game  features  ; 
hint  screen  and  comes  with  40  maste 
games  played  by  Fischer,  Spassky  anc 
Kasparov.  Play  them  yourself  or  watcl 
the  grandmasters  duke  it  out.  Screv 
up?  Click  on  Undo  and  it'll  move  yoi 
all  the  way  back  to  the  beginning  o 
the  game. 

Pyramid  Solitaire  

Seahorse  Software,  freeware 
If  you  have  to  pick  one  version  of  thi: 
gaming  warhorse,  the  pyramid  twist  i. 
eminently  suitable  for  hours  at  the  air 
port  terminal.  Twenty-eight  cards  art 
stacked  in  a  pyramid  and  you  have  tc 
make  pairs  totaling  13  (kings  are  13 
queens  are  12  and  so  on)  out  of  ead 
row  before  moving  up  to  the  next  row 
Four  levels. 

Race  Fever  

Digital  Fiction,  $20  shareware 
Truly  impressive  in  color.  Comes  th< 
closest  to  replicating  a  console  driving 
game.  Configure  a  Formula  One  race: 
then  zoom  to  200mph  on  a  solo  trad 
or  against  25  opponents  on  16  differen 
tracks,  including  ones  in  New  York 
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•is  and  Milan.  It's  tough  not  to  flip 
:  car  at  first,  but  stunning  graphics 
i  decent  sound  make  learning  this 
ne  fun.  Use  the  infrared  port  to  race 
id  to  head. 

rategic  Commander  

daware,  $15 

nquer  the  universe  in  this  surpris- 
ly  compact  and  simple  strategy  game 
led  after  Risk  or  Civilization.  One  of 
few  Palm  games  to  have  some  artifi- 
[  intelligence  built-in.  Play  up  to  eight 
J-controlled  players. 

xed  

\es  McCombe,  freeware 
is  variation  of  the  Japanese  puzzle 
ne  Sokoban  is  easy  at  first.  But 
you  move  up  through  the  levels 
s  game  quickly  gets  vexing.  Blocks 
th  similar  symbols  disappear 
en  they  touch.  Make  all  the  blocks 
each  level  disappear  and  you're 
ne,  but  gravity  works  against 
u.  Frustrated  with  a  level?  Get 
utions  at  spacetube.darktech.org 
ojects/Vexed/guides.shtml 

p!2QQQ  

raware,  $13  shareware 
osely  based  on  the  arcade  classic 
laxian,  this  is  the  best  vertical  space 
>oter  for  the  Palm  OS.  Handles  well, 
:s  well,  and  you  can  blast  at  50  differ- 
:  aliens  and  seven  harder-to-kill 
>ses.  Recommended  for  color  hand- 
ds  only.  The  Zap2016  version  offers 
ich  richer  graphics  for  owners  of  the 
ndspring  Visor  Prism  with  its  16-bit 
or  screen.  Hint:  The  sea  anemones  in 
el  three  hide  some  special  items,  just 
n't  die  trying  to  collect  them. 


)Golf 


Interactive,  $30 

sh  graphics,  sound  and  excruciatingly 
lgh  greens  (realism  at  its  worst)  make 
s  a  stand-out  PocketPC  game.  Con- 
il  backspin,  hook  or  slice  with  the 
lus.  Play  with  up  to  four  pals  off  one 
idheld.  Comes  with  three  courses  but 
a  can  buy  others  ($10  each),  includ- 
;  the  Robert  Trent  Jones  Sr. -designed 
y  Flamingo  in  Naples,  Fla.  F 


EORTHEMME REASON 


www,  flex  jet,  com 


YOU'RE  NOT  USING  A 
TYPEWRITER  AND  A  PAY  PHONE 


Today's  entrepreneur  now  has  affordable 
access  to  fractional  ownership  of  Learjet® 
or  Challenger®  business  jets;  a  modern 
business  tool  that  enables  you  to  increase 
your  productivity  and  your  competitive 
advantage.  We  offer  the  most  complete 
range  of  latest  technology  aircraft  available 
today.  So  while  there  may  be  other 
options  to  Flexjet,  there  can  only  be  one 
choice.  Flexjet.  For  more  information  on 
the  many  affordable  benefits  of  fractional 
ownership  and  our  unprecedented  level 
of  personal  service  and  attention  to  detail, 
call  1-800-FLEXJET. 


BOMBARD 

AEROSPACi 


Flexjet  is  a  Bombardier  Aerospace  program. 


FLEXJET 

we  build  the  aircraft 


N   E  W       F  U   N  D 


With  new  technology  comes 
a  new  global  opportunity 


T.  Rowe  Price  Global  Technology  Fund 

(PRGTX).  From  wireless  communica- 
tions development  in  the  U.S.  and 
Europe  to  semiconductor  fabrication 
in  the  Far  East,  our  new  fund  repre- 
sents an  aggressive  addition  to  most 
portfolios  and  is  poised  to  tap  the  high 
return  potential  of  high-tech  around 
the  world. 


Invest  in 
technology  worldwide 

A  focus  on  companies 
that  are  reshaping 
technologies  and 
markets  worldwide. 


■sansiflaflaflH!! 


Invest  with  an  international  no-load  leader.  With  a  worldwide  network  of 
investment  analysts  and  more  than  $35  billion  in  foreign  stock  and 
bond  assets,  we  bring  in-depth  expertise  to  investors  seeking  opportu- 
nities abroad.  Of  course,  the  risks  of  investing  in  this  field  are 
commensurate  with  the  rewards.  International  investing  holds  special 
risks  including  currency  fluctuation.  100%  no  load. 


ASK 

ABOUT 

OUH 


KOI!! 
IRA 


Call  for  your  investment 
kit  including  a  fund 
profile  or  prospectus 

1-800-541-6628 

www.  troweprice.com 


Invest  With  Confidence 

T.RoweRice 


-Ik 


For  more  information,  including  fees,  expenses,  and  risks,  read  (he  fund  profile  or  prospectus  carefully  before  investing. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  GTF058300 


BOOK  REVIEW  


From  Russia  with  Love 


Publishers  reject  more  than  90%  of 
novels— for  good  reason.  Here's  an 
e-book  worthy  of  the  printing  press. 

BY  DOLLY  SETTON 

EVER  SINCE  STEPHEN  KING  BEGAN  SERIALIZING  HIS  NOVEL 
The  Plant  on  the  Web,  the  idea  of  democratizing  book 
publishing  has  created  a  flurry  of  new,  self-published 
works  available  exclusively  on  the  Internet.  Most  don't  deserve 
to  be  in  print.  One  Web  publisher  that  actually  does  a  good 
vetting  job  is  U.K.-based  Online  Originals  (www.onlineorig- 
inals.com).  In  fact,  in  1998,  the  site  created  a  stir  when  one  of 
its  e-novels,  The  Angels  of  Russia  by  British  author  Patricia  le 
Roy,  was  nominated  for  Britain's  prestigious  Booker  Prize. 
Founded  in  1997,  Online  Originals  offers  80  titles,  mosdy  fic- 
tion, for  S9  each,  with  an  even  split  of  revenue  for  the  author. 
Bestselling  author  Frederick  Forsyth  recendy  signed  on. 

E-books  from  this  site  come  via  e-mail  in  a  PDF  file  you 
can  open  with  Acrobat  Reader  (free  from  www.adobe.com). 
Or  you  can  download  the  e-book  to  your  PalmPilot.  But 
don't  think  you  have  to  read  it  on  a  screen.  If  you  and  your 
printer  are  willing,  you  can  print  it  out,  chapter  by  chapter, 
and  take  it  with  you  on  the  train  or  to  the  beach.  Here  we  re- 
view Le  Roy's  third  e-offering,  a  250-page  novel  called  Music 
at  the  Garden  House. 

SET  AGAINST  THE  BACKDROP  OF  THE  FALL  OF  COMMUNISM, 
Music  at  the  Garden  House  is  a  historical  romance  that  grap- 
ples with  the  moral  compromises  left  in  the  wake  of  totali- 
tarianism. Think  John  LeCarre,  only  a  lot  more  romance.  It's 
a  sequel  to  the  celebrated  Angels  of  Russia,  but  you  don't  have 
to  have  read  that  one  to  enjoy  this. 

Like  Angels,  Music  is  an  e-page  turner.  Will  Katherine,  an 
unhappily  married  British  translator,  find  happiness  with 
the  Russian  spy  (and  former  lover)  who  turns  up  again  in 
her  life  a  decade  later?  Will  the  KGB  catch  the  couple  as  they 
flee  across  Europe  with  secret  Party  documents  that  could 
impact  the  reunification  of  Germany?  In  the  background 
lurks  a  weightier  question:  What  did  the  transition  away 
from  communism  in  eastern  Europe  and  Russia  mean  in 
moral  terms? 

In  examining  this  question,  the  novel  traces  Katherine's  dis- 
illusionment with  her  cold,  workaholic  husband,  a  correspon- 
dent for  a  British  paper  assigned  to  Moscow.  With  the  decline 
of  communism  well  underway,  her  disillusionment  gives  way  to 
betrayal:  She  falls  for  the  sophisticated,  mysterious  Axel,  an  "as- 
sistant" (read:  spy)  assigned  to  her  husband. 

Axel,  whose  disenchantment  with  communism  provides 
the  book's  more  substantial  theme,  steals  Party  documents 
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to  leak  to  the  Western  press.  Moral  redemption  is  pardy  what 
he's  after:  "You  [West  Germans]  think  you're  reclaiming  the 
lost  half  of  your  country,  but  you're  in  for  a  surprise.  What 
you're  going  to  find  yourself  dealing  with  is  Lenin's  ghost.... 
The  things  they  made  us  do,  to  ourselves,  to  other  people.  It 
hardly  bears  thinking  about.  It's  going  to  take  decades  to  cut 
ourselves  loose.  If  we  ever  do." 

In  other  words,  betrayal  is  the  legacy  of  communism.  Half 
the  citizens  in  the  former  East  Germany  informed  on  the  other 
half — even  dissidents  were  accomplices.  As  Axel  says,  "The 
hard  part  is  to  destroy  the  wall  that  is  left  in  people's  heads." 

Indeed,  the  walls  don't  crumble  easily.  The  difficulties  of 
the  couple's  rapprochement  echo  those  between  East  and 


West.  Motives  are  camouflaged,  and  destinations  masked. 
Chased  by  the  KGB,  Katherine  and  Axel  gradually  reveal  their 
secrets.  Alternately  told  by  the  two  lovers,  the  narrative  leaks 
just  enough  information  to  keep  the  suspense  cranked  high. 

Music  at  the  Garden  House  is  in  part  about  the  importance 
and  limitations  of  a  free  press.  But  while  the  politics  are 
sophisticated  and  well-researched,  you  won't  find  weighty 
philosophizing  here.  Music  is  less  sinister  and  more  character- 
driven  than  a  LeCarre  or  Martin  Cruz  Smith  thriller,  with 
predictable  romantic  elements  vying  with  history  for  center 
stage.  In  fact,  in  a  playful  nod  to  the  book's  flirtation  with 
a  lighter  genre,  Le  Roy  inserts  a  character  who  translates 
Harlequin  romances.  Says  the  romance  writer,  "Never  under- 
estimate the  human  desire  to  escape."  Le  Roy's  latest  gripping 
e-novel  makes  doing  so  as  easy  as  clicking  on  your  mouse.  F 
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FOR  ME,  BUSINESS  IS  PLEASURE 


THE  FAST  LANE  IS  THE  ONLY  LANE 


I  KNOW  WHAT  I'M  WORTH 


I  INVEST  IN  WHAT  I  KNOW. 
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Who  you  are  is  your 
business.  Annuities  are 
ours.  Talk  to  us  about 
getting  tax-deferred 
accumulation  and  regular 
income  for  life.  Visit 
www.massmutual.com 
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products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary,  and  OppenheimerFunds  Distributor,  Inc. 


JEE^  GRAND  CHEROKEE     Nothing  motivates  a  Jeep  Grand  Cherokee  better  than  the  awesome  challenges  of  n 

Becaut  }  testing  the  limits  of  our  most  advanced  four-wheel  drive  system*  is  what  this  legendary  4x4  lives  for.  S 


♦Optional  Quadra-Dnve.™  Always  use  seat  belts.  Remember  a  backseat  is  the  safest  place  for  children  12  and  under.  Jeep  is  a  registered  trademark  of  Daimlert 
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Lost  on 
Earth? 

You  don't  need  to  spend  a  lot  of  money 
to  find  your  way. 

BY  ARIK  HESSELDAHL 

Too  proud  to  stop  to  ask  for  directions?  You  don't  have  to  anymore,  thanks  to  new 
inexpensive  GPS  devices.  GPS,  or  Global  Positioning  System,  got  its  start  in  1978 
when  the  Defense  Department  began  launching  24  satellites  into  space.  The 
satellites,  which  circle  the  Earth  twice  a  day  in  a  precise  synchronous  orbit,  emit  signals 
that  can  be  picked  up  by  GPS  readers  on  board  ships,  planes,  tanks  and  now  pocket- 
size  gadgets. 

You  can  use  a  GPS  device  to  pick  up  the  satellite's  signals  to,  say,  find  your  way  back  to 
that  spot  on  the  river  where  you  landed  that  trophy  brook  trout  last  summer.  GPS  devices 
work  by  tracking  the  signals  of  at  least  three  satellites  at  once.  The  device  calculates  its  po- 
sition via  triangulation  and  displays  the  coordinates  on  the  screen.  On  some  units  the  in- 
formation is  then  combined  with  a  topographical  or  regional  map  built  into  the  device.  Most 
units  run  on  batteries  and  will  let  you  upload  or  download  coordinates  from  desktop  map 
software.  As  you  move,  the  device  records  "waypoints"— markers  that  create  a  trail  of 
where  you've  been.  They  also  track  your  speed,  time  until  destination  and  altitude. 

And  you  don't  have  to  be  an  avid  backpacker  or  traveler  to  enjoy  one  of  these.  You 
can  join  Web  GPS  communities  like  Geocaching  (www.geocaching.com)  .which  chal- 
lenges its  members  to  go  on  GPS  treasure  hunts  in  their  area.  Here's  our  assessment, 
from  best  to  worst,  of  the  latest  in  portable  GPS. 


Magellan  Map  330 

www.magellangps.com 
Price:  $269 

While  the  Map  330  looks 
like  a  piece  of  electronic 
equipment  from  the 
1950s,  it  is  robust.  It 
weighs  7  ounces,  has  a 
wrap-around  rubber 
grip  and,  like  other 
good  outdoor  GPS 
devices,  will  float. 
Despite  its  antiquated  look,  the 
Map  330  comes  packed  with  fea- 
tures, including  a  detailed  built-in 
roadmap  of  North  America.  We  took 
it  on  a  drive  from  New  York  to 
Philadelphia  and  it  kept  us  from 
missing  a  single  turn.  The  unit 
comes  with  8MB  of  memory  for  its 
database  of  maps  and  another  8MB 
of  flash  memory,  12  parallel  chan- 
nels and  a  quadrifilar  antenna, 
which  allows  it  to  lock  onto  a  GPS 
satellite's  signal  even  in  thick  woods 
or  other  harsh  environments.  The 
display  and  keypad  are  backlit.  The 
biggest  drawback  is  that  this  device 
is  not  intuitive:  You'll  need  to  slog 
through  the  user  manual. 


Garmin  Ef rex  VMa 


www.garmin.com 
Price:  $350 

This  silvery  GPS  unit  from  Garmin  is  hitting  re- 
tailers' shelves  now,  and  it's  the  best  one  we've 
seen.  It  has  rich,  detailed  preprogrammed  maps 
of  North  and  South  America  that  include  all 
state  and  federal  highways.  The  rugged  device 
works  on  two  AA  batteries  and  weighs  5.3 
ounces.  Drop  it  in  the  river,  and  it  will  float.  We 
found  the  interface  intuitive,  so  getting  started 
was  easy.  Features  include  an  electronic 


compass,  an  altimeter  that 
is  accurate  to  within  ten  feet, 
24  megabytes  of  memory  and 
a  backlit  screen  for  use  in  the 
dark.  It  also  stores  up  to  500  way- 
points.  The  only  downside  is  that 
with  all  the  information  packed  onto 
this  gadget,  the  screen,  which  offers  a 
.        reflation  of  160-by-288  pixels, 
should  be  bigger.  For  less  than  half  the 
price,  you  can  buy  Vista's  predecessor,  the 
Etrex,  which  lacks  preprogrammed  maps  biff 
has  most  of  the  Vista's  other  features. 
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Lowrance  GlobalMap  100 

www.lowrance.com 
ice:  $179 

This  is  the  bruiser  of  GPS 
units.  Weighing  in  at  a 
bulky  15  ounces,  it's 
waterproof — but  be 
careful  not  to  drop 
it  overboard  when 
mou  go  sailing.  We 
■led  a  sink  with 
irater,  dropped  the 
jplobalMap  100  in, 
and  it  sank — odd 
since  Lowrance  aims  its 
products  at  fishing  and  boating  en- 
thusiasts. Also,  the  GlobalMap  is  diffi- 
cult, largely  because  of  its  confusing 
interface.  Still,  this  GPS  device  in- 
cludes more  functions  and  display 
modes  than  any  other  receiver  we 
sampled.  It  also  has  dedicated  zoom 
buttons,  a  split-screen  map  and  a  pro- 
tected power  button  so  it  won't  im- 
mediately shut  off  if  you  accidentally 
push  the  button.  It  remembers  up  to 
750  places  you've  been,  plots  up  to  99 
routes  and  maps  a  total  of  1,500  way- 
points.  Its  built-in  maps  emphasize 
rural  areas  and  bodies  of  water  with 
surprising  detail.  Out  of  the  box  it 
knows  the  names  of  otherwise  anony- 
mous ponds  in  Southampton,  N.Y., 
and  it  showed  details  like  buoys  and 
tiny  islands  that  the  Magellan  missed. 

GeoDiscovery  Geode  

www.geodiscovery.com 
Price:  $290 


Wide  Area  Augmentation  System, 
which  includes  two  additional  satel- 
lites and  a  network  of  ground-based 
stations.  This  makes  the  Geode 
accurate  to  within  three  feet  com- 
pared to  others,  like  Lowrance's 
GlobalMap,  which  are  accurate  to 
within  20  feet.  Related  software  in- 
cludes highly  detailed  maps  that  are 
crisp  and  clear  even  on  the  Hand- 
spring screen. 


Pharos  iCPS-180 


The  Geode  was  one  of 
the    most  eagerly 
awaited  expansion 
modules   for  the 
Handspring  Visor. 
In  our  tests,  the 
device  picked 
up  GPS  signals 
in    places  that 
some  of  the  stand- 
alone  handheld  units  -ouidrTf.  Be- 
sides  the  GPS  satellites,  this  system 
also  tracks  signals  from  the  FAA's 


www.pharosgps.com 
Price:  $199 

We  connected  this  matchbook-size 
unit  to  a  Hewlett-Packard  Jornada 
PocketPC  and  then  connected  it  to 
our  car  lighter  oudet  and  mounted  it 
on  the  dashboard.  It  then  plotted  di- 
rections to  our  destination.  While  dri- 
ving, the  Pharos  is  capable  of  giving 
you  verbal  directions  so  you  don't 
have  to  look  at  the  screen.  The  maps, 
which  you  upload  to  the  Jornada 
'  from  a  CD-ROM,  contain  vast 
references  to  hotels,  restaurants 
^  /  and  other  landmarks.  While  use- 
ful, all  that  data  takes  up  a  lot  of 
memory,  so  you  may  want  to  get 
an  extra  memory  card  for  your 
Jornada. 

Nexian  HandyGPS 

www.nexian.com 
Price:  $150 

Another  add-on  for  the  Handspring 
Visor,  though  this  one  doesn't  match 


up  to  the  Geo- 
Discovery unit. 
The  software 
includes  a  navi- 
gation mode, 
which  displays 
your  position 
and  traces  it  on 
the  handheld  screen. 
But  we  found  it  confusing 
to  use  the  HandyGPS  with  the  o 
tional  UbiGo  mapping  software  tha 
included  in  the  product.  The  ma 
themselves  were  grainy,  lacked  det 
and  sometimes  didn't  load  cor 
pletely,  leaving  a  large  blank  space  » 
the  map.  Also,  it  drains  batteries  al 
rate  of  two  AAAs  every  four  hours. 

Casio  Satellite  Navi  Pat  2GI 

www.casio.com 
Price:  $500 

At  a  steep  price,  you'd  better  like  tl 
way  this  brick  of  a  watch  looks  c 
your  wrist  because  it  doesn't  see 
to  do  much  besides  tell  time, 
weighs  as  much  as  the  Etrex  but  on 
tracks  eight  satellites.  This  GPS  is  a 
tually  an  improvement  over  its  pr 
decessor,  the  1GP.  It  comes  wil 
software  that  links  the  watch  to  yoi 
PC  so  you  can  import  and  disph 
map  images.  It's  designed  to  let  yc 
plot  a  starting  point,  waypoints  ar 
final  destination  on  a  comput< 
screen,  and  then  transfer  the  rou 
plan  to  the  watch.  Or  so  Casio  say 
While  sitting  on  a  bench  in  the  mi< 
die  of  Central  Park,  we  we 
only  able  to  get  one  goc 
GPS  fix  (unlike  the  oth 
units).  But  it  lost  tl 
signal  when  mo' 
ing  around  tl 
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WRQ 


IN  THE  INFORMATION 
INTEGRATION  WORLD, 
YOU  CAN  BE  THE  HERO. 


I  CAN  BE  THE  HERO.  ^ 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero. 


<e  us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
'06.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
nsition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
integration  needs  and  host  access  from  any  desktop. 


(D  wrq  ref  lection* 
©wRdverastream 


l  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo,  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  Inc. 
i  the  United  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners. 


EDITED  BY  DOLLY  SETTQ 


►TEST: 


Send  and  receive  e-mail  using  MailStation,  a  small  appliance 
that  attaches  to  your  telephone. 


METHODOLOGY: 

Within  15  minutes  of  opening  the  box  containing  the  Mail- 
Station,  we  were  sending  e-mail.  By  the  next  morning,  we 
were  able  to  receive  it.  Unlike  a  PC,  the  machine  came  pre- 
configured  with  an  e-mail  address  and  a  dial-up  number  to  a 
server.  We  simply  plugged  it  into  a  phone  jack  and  an  electri- 
cal oudet  and  then  pressed  the  "on"  button.  MailStation  costs 
just  $100;  hook-up  charges  to  its  server  run  $10  a  month. 
EXPERIENCES: 
Pros: 

•  Dial  in  for  e-mail  by  pushing  one  button.  No  need  to  open 
a  browser  or  type  in  a  password. 

•  No  long  boot-up  time:  MailStation  turns  on  immediately. 

•  The  machine  is  small — about  the  size  of  a  hardcover 
book — yet  the  keyboard  is  easy  to  use.  (Weight  2.2  lbs.) 

•  Your  phone  connects  to  it,  so  you  don't  have  to 
disconnect  every  time  you  check  your  e-mail. 

•  MailStation  automatically  checks  for  e-mail.  A  light  flashes 
if  you  have  some. 

•  On  the  road,  you  can  plug  the  machine  into  a  hotel  phone. 


Cons: 

•  You  can't  open  any 
attachments  or  receive 
e-mail  longer  than  650 
words.  Limited  to  384KB 
of  storage. 

•  You  can't  use  your  exist- 
ing e-mail  address. 

•  Customer  support  is 

lame.  Call  the  800  number  and  you're  referred  to  a  toll  lir 
where  waits  run  20  to  30  minutes.  E-mail  inquiries  took  tw 
days  to  get  a  response. 

•  Many  of  the  dial-up  numbers  in  the  manual  are  outdatec 

•  A  Yahoo  news  feature  is  lacking.  The  news  nuggets — whe 
they  arrived  at  all — were  stale  and  too  brief  to  be  useful. 

•  Sold  only  in  retailers  like  Target  or  Circuit  City. 
RECOMMENDATION: 

If  you  hope  to  browse  the  Web  or  get  lots  of  e-mail,  forget 
this  gadget.  Great  for  those  who  want  a  simple  and  inexpen 
sive  e-mail  appliance.  — Mary  Beth  Grove 


►TEST:  Which  major  apparel  catalog  has  the  best  online  offerings? 


METHODOLOGY: 

We  shopped  for  a  woman's  long-sleeved 
cotton  shirt  at  six  online  clothing  cata- 
logs. We  spent  from  $25  to  $35  and  had  it 
delivered  via  UPS  Ground.  All  of  our  shirts 
arrived  within  two  to  five  days:  Banana 
Republic  was  fastest,  L.L.  Bean  slowest. 
EXPERIENCES: 
Pros: 

•  Less  clutter  in  the  house,  no  lines  or 
waiting  on  hold. 

•  Weekly  sales,  online  gift  registries  and 
personalized  address  for  shipping. 


Cons: 

•  It's  easier  to  navigate  the  paper  cata- 
logs where  the  pictures  are  crisper. 

•  Colors  vary  depending  on  resolution 
and  type  of  monitor.  Our  magenta  but- 
toned-down  shirt  from  L.L.  Bean  looked 
great  on  the  screen,  but  out  of  the  box  it 
looked  more  purple  than  we  expected. 
RECOMMENDATION: 

Of  the  six  major  catalog  retailers  we 
tested,  Lands'  End  won  for  ease  of  use, 
largest  selection  and  shopping  tools. 
The  site  offers  live  chat  with  a  sales- 


person and  a  creative  gift  finder  b' 
such  characteristics  as  "traveler"  am 
"active."  You  can  program  a  virtua 
model  with  your  dimensions  to  se< 
which  styles  work  for  you.  Thumbnai 
shots  of  shirts  are  well  organized  b; 
material  and  style.  Because  many  shirt 
are  displayed  on  one  page,  we  didn' 
have  to  waste  time  clicking  around  tc 
find  our  favorite.  Better  still,  click  or 
Overstocked  Items  to  save  up  to  70% 
Our  only  gripes:  a  weak  privacy  poliq 
and  you  can't  enlarge  photos.  — D.S 


Catalog 

Largest  image 

Privacy  policy 

Bells  &  whistles 

Atercrombie  &  Htcb 

www.abercrombie.com 

3  by  4  inches 

Shares  personal  information 
unless  you  call  or  e-mail 

Clothes  matcher  that  shows  your  choice  of  tops  and  bottoms  together,  wish  list 

Banana  Republic 
www.bananarepublic.com 

4  by  3.5 

Shares  personal  information 
unless  you  call  or  e-mail 

Sales,  customer  service  number  always  visible 

Eddie  Batter 
www.eddiebauer.com 

5  by  4.5 

Will  not  share  personal  data 

Reminder  service,  weeky  sales,  gift  certificates,  wish  list  sizing  charts 

J.Crew 

www.jcrew.com 

6by7 

Will  not  share  personal  data 

Weekly  sales,  gift  guide,  address  book 

Lands'  End  * 

www.landsend.com 

2by3 

Shares  personal  information 
unless  you  call  or  e-mail 

Live  chat  with  salesperson,  virtual  clothes  model,  creative  gift  finder, 
clearance  section,  address  book,  gift  reminder  service 

LI.  Bean 

2by2 

Will  not  share  personal  data 

Sales,  good  search  engine  by  keyword,  gift  certificates,  help  in  five  languages 
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are  you  seeing 


Whi7 
Mr 


do  you  have 


oracle 


Your  Northwestern  Mutual  Financial  Network 
Representative  offers  all  these  qualities.  So 
does  a  season  of  viewing  NOVA's  programming 
on  PBS,  which  is  why  the  Northwestern  Mutual 
Foundation  is  a  proud  sponsor  again  this  year. 

(%P  Northwestern  Mutual 

FINANCIAL  NETWORK™ 

©  NOVA 


0  I  he  Northwestern  Mutual  Lite  Foundation,  the  charitable  loundation  ol  The  Northwestern  Mutual  Lite  Insurance  Co..  Milwaukee.  Wl 


Are  you  there  yet? 


www.  northwesternmutual.com 


MASTER  OF  YOUR  DOMAIN 


.imiHi£sir< 


Padlock  Your  Palm 

LAST  SUMMER  A  COUPLE  OF  TEENAGERS  HACKED  INTO  THE 
network  of  an  Internet  health  company,  intercepted 
1 4,000  patient  records  and  discovered  that  a  classmate 
was  infected  with  HIV.  They  then  cruelly  boasted  about  their 
findings  on  a  Web  chat  room,  exposing  their  classmate's  iden- 
tity. This,  however,  wasn't  a  typical  computer  hacking  inci- 
dent. The  network  these  kids  broke  into  was  a  peer-to-peer 
wireless  network  of  Palm  personal  digital  assistants.  The  PDA 
network  was  being  tested  by  a  group  of  physicians,  nurses  and 
clinicians  who  wirelessly  swapped  patient  information  from 
one  PDA  to  another.  The  teens,  it  seems,  walked  into  the  com- 
pany armed  with  another  Palm  PDA.  Using  the  technology  that 
allows  one  PDA  to  synchronize  with  another,  they  were  able  to 
intercept  patient  data  as  it  was  beamed  around  the  company. 

Since  there  are  few  wireless  PDA  networks  today,  such 
break-ins  are  almost  unknown.  But  Lawrence  Ponemon,  a  se- 
nior partner  for  PricewaterhouseCoopers,  warns  that  as  third- 
generation  cell  phones  and  PDAs  with  powerful  processors 
become  common,  they  will  become  more  vulnerable.  The 
problems  will  multiply  as  wireless  networking  technologies, 
like  Bluetooth,  allow  devices  to  talk  to  one  another. 

"Such  information  could  be  used  to  create  a  central  profile 
of  you  that  will  be  used  by  marketers,  hate  groups  and  would- 
be  terrorists,"  says  Ponemon.  This  risk  is  real  because  service 
providers,  like  GoAmerica  and  Verizon  Wireless,  will  be  required 
to  implement  location-based  services  so  that  the  FCC  can  make 
sure  that  as  you  move  around,  you  aren't  being  overcharged  by 


Hacker's  Accomplice 

IF  YOU  HAVE  A  CABLE  MODEM  OR  A  DIGITAL  SUBSCRIBER  LINE 
(DSL)  hookup  to  the  Internet  and  you  leave  your  computer 
turned  on,  your  computer  is  always  networked.  That  makes  it 
a  juicy  target  for  hackers.  Weld  Pond,  a  computer  security  expert 
based  in  Cambridge,  Mass.,  explains  that  hackers  probe  the  Web 
looking  for  newly  installed  DSL  or  cable  modem  lines.  Then, 
they  surreptitiously  install  small  programs  on  hundreds  of  com- 
puters and  eventually  cause  them  to  simultaneously  hit  a  targeted 
Web  server.  Overwhelmed,  sites  on  the  server  buckle. 

That's  what  happened  last  month  when  Microsoft's  sites 
like  MSN.com,  Expedia  and  HomeAdvisor.com  became  inac- 
cessible for  about  two  days.  The  same  type  of  "distributed  de- 
nial of  service"  attacks  infiltrated  Yahoo,  CNN.com,  Ama- 
zon.com and  Ebay  last  year,  costing  more  than  $1  billion.  Even 
scarier  was  the  March  2000  hack  by  a  retired  U.S.  military  of- 
ficer who  left  notes  on  the  desktops  of  more  than  3,000  DSL 
users  suggesting  that  they  contact  Gibson  Research  Corp.'s 
Web  site  (http://grc.com),  which  runs  a  free  service  called 


your  carrier.  The  byproduct  is  that  the  providers  will  know  d| 
tails  about  your  life  and  habits:  when  you  leave  work,  what  rou| 
you  take  and  whether  you  stop  at  Hooters  on  the  way  home.  | 

In  the  hands  of  stalkers,  terrorists  or,  say,  pesky  marketiil 
companies,  such  information  could  be  compromising.  A  te 
rorist,  for  example,  could  figure  out  where  a  group  of  high-lev 
executives  or  politicians  regularly  congregated. 

So  how  do  you  protect  your  handheld?  First,  turn  on  tl 
password-protection  feature.  It's  a  nuisance  to  type  in  a  pas 
word,  but  it'll  help  keep  your  data  safer.  Use  your  PC  to  chec 
the  wireless  privacy  policy  of  sites.  If  there  is  no  special  polic 
don't  access  the  site  from  your  PDA.  In  the  future,  buy  devio 
that  have  the  new  privacy-preference  cookies  built  in.  The: 
cookies  regulate  the  data  that  comes  and  goes  from  your  PD, 
according  to  your  specifications.  Expect  these  cookies  in  ft 
ture  Blackberry  and  Palm  devices  and  cell  phones.  Also,  chec 
with  your  provider  to  see  if  its  service  works  with  compani< 
like  Zero  Knowledge,  Pravada  and  Anonymity  Online.  Thes 
outfits  let  you  create  truly  anonymous  pseudonyms  so  th; 
transactions  can't  be  traced  back  to  you.  — N.H. 


Shields  Up,  to  test  the  security  of  their  internet  connections. 

How  can  you  avoid  having  your  hard  drive  erased  or  be 
coming  a  hacker's  accomplice?  Start  by  taking  the  hacker's  ad 
vice.  Visit  Gibson's  site  and  test  your  Internet  connection.  Then 
install  a  personal  firewall,  which,  like  corporate  firewalls,  set 
strict  rules  that  regulate  the  flow  of  packets  of  information.  Lool 
for  one  that  screens  incoming  as  well  as  outgoing  information 
Program  the  firewall  so  that  it  won't  permit  porn  or  streaminj 
video,  say,  to  enter  or  leave  your  computer. 

Symantec  sells  its  Norton  Personal  Firewall  for  PCs  for  $51 
and  for  Macs  for  $70.  Network  Associates  provides  McAfa 
Firewall  for  $29.  ZoneLabs  sells  ZoneAlarm  Pro  for  $40  and  of 
fers  a  free  version  downloadable  at  its  site,  www.zonelabs.com 

Also,  check  out  SecurityPortal.com,  a  site  that  has  evaluate 
many  firewalls  and  describes  thern.  Once  you  have  your  fire 
wall,  give  it  periodic  check-ups  at  http://grc.com/lt/leaktest.hto 
to  test  for  leaks.  Absent  these  solutions,  you  can  always  turn  of 
your  computer  when  it  is  not  being  used.  — Arik  Hesseldahl 
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Stainless  steel  with  diamond-set  bezel. 
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www.omegawatches.com 
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The  Contrarian  By  David  Dreman 


HIGH  TECH  COMES  TO  EARTH 


AS  TECH  STOCKS  SOARED  INTO  THE  STRATOSPHERE, 
many  of  the  pundits — to  say  nothing  of  ordinary 
investors — decided  value  investing  was  obsolete. 
It  belonged  to  that  boring  old  economy  of  smoke- 
stacks, railroads  and  clanking  machinery,  of  shop- 
ping malls  and  copper  mines.  The  old  measures — assets, 
earnings,  cash  flow — no  longer  applied.  With  their  old  ways 
of  looking  at  things,  value  managers  could  no  longer  cope. 
They  were  linear  folk  in  a  nonlinear  world. 

To  use  what  is  now  a 
cliche,  the  reports  of  our 
demise  were  somewhat  pre- 
mature. The  Nasdaq  index 
crashed  by  more  than  50%,  in 
the  biggest  selloff  since  1929, 
ending  the  myth  that  new 
economy  companies  walked 
on  water.  The  boring  old  stuff 
made  quite  a  comeback.  There 
were  astounding  gains  in 
value  stocks  last  year:  100%  in  tobacco,  60%  to  80%  in  fi- 
nancial and  health  care  issues. 

This  is  not  to  say  that  the  technology  revolution  isn't 
real.  It  is  very  real.  The  reason  few  value  managers  would 
touch  tech  stocks  is  not  because  we  didn't  understand  them, 
but  because  their  valuations  were  in  la-la  land.  Some  of 
those  high-tech  valuations  were  invalid  even  if  you  assumed 
25%  annual  growth  for  a  decade.  You  couldn't  justify  the 
prices  with  logic.  You  needed  metaphysical  arguments. 

Now  tech  stocks  have  come  to  a  level  where  I  am 
willing  to  look  at  them.  I  am  starting  to  nibble.  Why  just 
nibble?  Because  I  can  see  more  trouble  ahead  for  the  group. 
They  have  been  over-owned  by  investors  and  by  funds.  As 
investors  scale  back  on  high  tech  and  mutual  funds  sell  to 
meet  redemptions,  the  stocks  could  drop  further,  becoming 
even  greater  values. 

Here  are  a  number  of  tech  stocks  that  I  think  are  reason- 
able buys  now.  Buy  a  few  shares  now  and  hope  to  pick  up 
more  later  at  lower  prices: 

Hewlett  Packard  (HWP  37)  is  a  well-run  company  that  is 
a  leading  provider  of  computers  and  imaging  services.  The 
stock  is  down  53%  from  its  2000  high.  However,  HP  has  a 
strong  position  in  both  high-end  servers  and  printers.  A 
stock  like  this  is  good  value  at  a  P/E  of  21.  It  even  pays  a 
dividend. 


It  would  have  seemed 
inconceivable  a  year 
ago,  but  many  tech 
stocks  now  qualify  as 
value  stocks. 


Apple  Computer  (AAPL  22).  This  company's  now-it's-up- 
now-it's-down  syndrome  is  currently  in  a  down  phase.  It) 
stumbled  in  its  first  fiscal  quarter  (ending  Dec.  31 )  losing  58| 
cents  a  share.  A  slowdown  in  sales  triggered  an  inventory 
buildup,  which  had  to  be  liquidated  at  heavy  expense.  In-! 
ventories  are  now  close  to  normal,  but  Apple  will  probably 
be  in  the  red  for  the  full  year,  given  the  weakness  in  the  com- 
puter markets.  However,  with  $1.7  billion  in  cash,  a  solid, 
loyal  brand  following  and  a  sleek  new  laptop,  Apple  should 

bounce  back  strongly. 

Microsoft  (MSFT  61)  has* 
rebounded  sharply  since  thei 
beginning  of  the  year,  partly 
because  investors  think  the 
Bush  Administration  will  treat 
it  better  than  the  Clinton  peo- 
ple did.  Microsoft  earnings 
held  up  better  than  expected 
in  the  December  quarter.  Thei 
computer  market  is  slowing 
currently  but  it  will  pick  up  again  and  when  it  does  this 
stock  will  benefit. 

Intel  (iNTC  37)  is  the  leading  manufacturer  of  semicon- 
ductors. The  stock  of  this  fine  company  has  been  down  as 
much  as  60%  from  its  2000  high.  Intel  is  betting  that  the 
current  slowdown  is  just  a  blip  and  is  budgeting  a  record 
$6.5  billion  on  capital  expenditures  for  the  current  year. 

Nortel  Networks  (NT  38)  is  the  world's  second-largest 
telecom  equipment  supplier.  A  year  ago  no  price  was  too 
high  for  this  industry.  Since  then  a  slowdown  in  orders  put 
the  stock  down  by  60%  at  one  point.  Nortel's  high  growth- 
rate  will  resume,  however,  and  this  is  a  good  stock  to  own. 
Now  you  can  buy  it  at  a  fairly  reasonable  price. 

Lucent  Technologies  (LU  19)  is  one  of  the  great  technol- 
ogy companies  but  it  has  stumbled  badly.  Lucent  dropped 
from  a  2000  high  of  70  to  as  low  as  12  before  rallying  to  its 
current  price.  With  downsizing  writeoffs  and  layoffs,  Lucent 
is  likely  to  be  in  the  red  in  the  current  year,  but  I  am  con- 
vinced it  will  resume  its  above-average  growth  rate  in  2002 
and  after.  At  or  around  current  prices,  you  are  buying  a  lot  of 
technological  know-how  for  little  money. 

It  would  have  seemed  inconceivable  a  year  ago,  but  many 
tech  stocks  now  qualify  as  value  stocks.  They  may  be  even 
better  values  in  the  near  future,  but  many  are  worth  buying 
now.  Value  investing  dead?  No,  it  just  takes  patience.  F 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian 
Investment  Strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/Dreman  or  use  your 
:CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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IMPLE  IDEA  CAN  CHANGE  THE  W  O  R  L  D  .  W  H  AT  E  V  E  R  YOUR  DREAM.  KEEP  /WALKING' 


S    U     B  MIT 

YOUR  IDEA  TO  THE  KEEP 
W  A  LKING  FUND'  FOR  THE 
OPPORTUNITY  TO  EARN 
FUNDING    FOR   YOUR  DREAM. 


VISITKEEPWALKING.COM 


I  II  E  BOOK  OK  @  BUSINESS 


CHAPTER  2 


INFRASTRUCTURE: 

SOONER  OR  LATER,  IT  MATTERS. 


INFRASTRUCTURE.  The  physical 
foundation  of  any  thriving  enterprise.  In  the 
world  of  technology,  infrastructure  means 
integrating  the  servers,  software  and  storage 
systems  of  an  e-business  into  one  finely 
tuned  machine.  And  a  well-planned,  well- 
executed  infrastructure  is  the  underlying 
foundation  of  successful  communication, 
commerce,  competitiveness  and  growth 
within  and  among  e-businesses  everywhere. 

To  put  it  simply:  as  goes  infrastructure,  so 
goes  the  enterprise.  In  today's  economy,  all 
the  ingenious  products,  brilliant  marketing 
and  champion  deal  closers  won't  amount  to 
a  heck  of  a  lot  if  you  can't  connect  to  your 
outside  suppliers,  if  the  network  crashes  or 
the  databases  fail  (and  all  you  can  say  to 
customers  is,  "Sorry,  the  computers  are  down; 
can  you  call  us  back  tomorrow?"). 

Planning,  building  and  maintaining 
e-business  infrastructure  is  about  hard 
questions:  What  platforms  should  I  use? 
How  do  I  plan  for  the  unexpected?  Will  it 
grow  when  we  grow?  Will  it  work  with  new 
technology  in  the  future?  Will  it  build 


upon  my  current  systems?  Can  I  link  to 
my  customers'  and  suppliers'  systems?  I've 
heard  about  open  standards,  but  what  can 
they  do  for  my  business?  What  about 
outsourcing?  How  do  I  finance  all  of  this? 

The  people  of  IBM,  together  with  our 
business  partners,  help  thousands  of  companies 
answer  difficult  questions  like  these  every 
day.  And  solve  them  with  flexible,  open 
technologies,  such  as  Linux-enabled  servers, 
and  storage  systems  that  scale  on  a  simple, 
pay -as -you -grow  basis.  By  working  with 
companies  such  as  Cisco  Systems®  and  by 
using  innovative  IBM  software  tools  like 
Tivoli®  and  WebSphere,"  IBM  specialists  are 
helping  real  businesses  plan,  build  and 
manage  infrastructures  that  are  at  once 
both  solid  and  flexible. 

So,  unless  you  are  able  to  turn  botched 
infrastructure  attempts  into  fabulously 
profitable  tourist  attractions,  call  us  at 
800  426  7080  (ask  for  infrastructure)  or 
visit  us  at  ibm. com/e-business  for  our  latest 
white  paper  on  e-business  infrastructure. 
The  sooner,  of  course,  the  better. 


(®  business  infrastructure 


and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  2001  IBM  Corporation.  All  rights  reserved. 


Thinking  about  e-commerce? 


Think  ThomasRegister.com 


When  you  decide  that  you  want  to  make  your  business 
an  e-business,  you'll  want  to  work  with  a  company  that 
can  meet  your  needs  and  respond  to  the  market  every 
step  of  the  way. 

Thomas  Register  is  a  trusted  name  that  has  served 
American  industry  for  the  last  century.  We're 
positioned  to  maintain  our  key  role  as  a  result  of 
our  early  entry  into  e-business. 

ThomasRegister.com  is  the  leading  industrial  B2B 
marketplace  on  the  Internet.  It  is  used  by  nearly 
one  million  qualified  industrial  buyers,  including 
Fortune  500  companies  and  the  government. 


Your  company  will  benefit  from  our  completely 
integrated  approach.  Our  program  will  enable 
you  to  put  your  catalogs  online,  receive  orders 
and  RFQs  and  process  credit  and  purchase  card 
payments  online  ...  and  much,  much  more. 
We've  already  helped  over  3,000  companies  accept 
orders  and  RFQs  online. 

To  find  out  more  about  how  we  can  help  you  becom- 
e-commerce  enabled  for  less  than  you  might  expect, 
call  us  at  l-800-TRWORKS  (879-6757),  or  e-mail 
us  at  bghanson@thomaspublishing.com. 


ThomasRegister.com 

Five  Penn  Plaza,  New  York,  NY  10001 


Forbes 


lest  TheWeb 


Every  day  seems  to  bring  news  about  a  Web  site  that's  shutting  down- 
whether  it's  an  underfunded  site  like  MVP.com,  or  a  well-funded  site  like 
Disney's  Go.com.  But  don't  let  that  fool  you.  The  Internet  is  very  much 
alive.  In  fact,  it's  prospering.  Registrations  of  new  Web  site  addresses 
are  climbing  at  a  rate  of  more  than  4  million  per  quarter.  Worldwide 
Web  usage  is  way  up:  The  number  of  people  logging  on  to  the 
Web  globally  increased  by  100  million  in  the  past  year. 
To  help  make  your  surfing  more  productive,  we've  come  up 
with  a  fresh  list  of  more  than  200  of  the  best  sites  in  33 
categories— from  tax  planning  to  sailing  to  cigars.  The 
winners  in  this  spring  edition  were  graded  on  five  crite- 
ria; content,  design,  navigation,  speed  and  customiza- 
tion. Our  tests  are  for  usefulness  to  consumers  and 
do  not  judge  a  site's  viability  as  a  business.  At  our 
site,  www.forbesbest.com,  you'll  find  thousands 
more  reviews  in  more  than  140  categories. 
For  those  who  demand  speed  over  content,  we 
have  created  Time  Check  boxes  in  selected  cate- 
gories. For  these  we  asked  Portland,  Ore-based 
WebCriteria  to  put  some  of  our  fop  sites  through 
specific  task  tests.  In  General  Travel,  for 
example,  WebCriteria  found  out  which  sites  are 
the  fastest  at  booking  atrip  to  Hawaii— including 
airline  tickets,  hotel  and  rental  car.  To  do  this, 
WebCriteria  sends  out  to  the  site  an  artificial 
browsing  agent,  which  mimics  human  browsing 
behavior.  At  28.8  kbps— the  slowest  rate  of  Web 
access  today— it  measures  "page  build":  how  much 
time  it  takes  a  site  to  load  Web  pages  to  the  point 
where  a  user  can  search  for  airfares,  for  example.  It  also 
measures  "user  effort":  how  much  reading  and  typing 
time  is  required  to  complete  a  task  like  inputting  your  credit 
card  number  and  billing  address.  If  you  want  more  information 
on  WebCriteria's  metrics,  you  can  go  to  www.forbesbest.com 
where  you'll  find  interactive  versions  of  the  charts. 
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Fund  Selection 

Last  year  less  than  40%  of  stock  mutual  funds  actually  had  positive 

returns.  Yet  since  the  beginning  of  the  year,  money  has  been  pouring 
into  funds.  Net  inflows  to  stock  funds  have  increased  by  $2  billion.  It 
appears  that  many  online  stock  traders  are  giving  it  all  up  to  get  into 
boring  old  mutual  funds.  On  the  Web  there  are  dozens  of  sites  that 
will  help  you  choose  a  fund.  Our  list  includes  a  number  of  innovative 
sites  that  go  beyond  basic  performance-screening  and  allow  you  to 
find  candidates  by  specific  stock  holdings  and  even  by  your  own 
personality  traits.  Use  these  sites  and  access  Forbes'  extensive  fund 
coverage  on  Forbes.com  —Jennifer  McCullam 


Morningstar.com 

www.morningstar.com 

Morningstar's  fast  and  intuitive  Fund  Selector  scans 
10,000  funds  by  19  variables,  including  return  rates, 
risks  and,  of  course,  Morningstar's  own  ratings.  Become 
a  member  for  $10  a  month  and  get  access  to  more  de- 
tail, like  Morningstar's  research  reports.  A  new  pre- 
mium service  called  ClearFuture  offers  401  (k)  advice 
that  tests  the  funds  offered  by 
your  company  and  suggests  a 
personal  investment  plan.  The 
Portfolio  X-Ray  tool  analyzes  all 
of  your  holdings,  stocks  and 
funds  by  sector,  investment 
style  and  region.  It  will  also  cal- 
culate approximately  how  much 
you  pay  in  fees  each  year.  We 
used  the  colorful  Java-powered 
Goal  Planner  to  graph  a 
colleague's  current  savings  and 
investment  plan,  and  figured  out  that  the  chances  of  his 
being  able  to  pay  for  his  6-year-old's  college  education 
in  12  years  was  about  1%. 

►  Best:  Insights  from  hundreds  of  fund  analysts. 

►  Worst:  Some  stale  content  and  thin  fund  boards. 


Dir..  W  i'l  t\m3  *o*t,^h 
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tot  fund,. 


America  Online 

subscriber  service 

One  reason  AOL  has  27  million  merr 
bers  is  its  quality  personal  finance  cov 
erage.  Take  its  Fund  Finder  tool.  As  yo 


set  the  criteria,  a  counter  displays  ho\ 
many  funds  have  been  eliminated  fron 
your  screen.  Unlike  most  other  screen 
ers,  it  won't  let  you  choose  a  variabl 
that  is  too  restrictive.  So  if  you  are  look 
ing  for  no  loads  with  minimums  o 
$2,000  and  more  than  $1  billion  in  as 
sets,  it  won't  let  you  choose  a  variabl 
that  stipulates  that  the  manager  ha 
been  there  for  seven  years  because  i 
leaves  you  with  no  choices.  Once  the  lis 
is  narrowed  you  can  compare  funds  an< 
drill  into  detail.  AOL  also  has  onlin 
chats  and  interviews  with  managers. 

►  Best:  2,500  "sage"-hosted  fund  forums. 

►  Worst:  Some  of  its  advice  columns  read 
like  advertisements. 

Closed-End  Fund  Center 

www.closed-endfunds.com 

The  Closed-End  Fund  Association  ha 
compiled  stats  and  research  on  mor 
than  500  exchange-traded  funds.  Us> 
the  Custom  Search  option  to  scan  th 
data  by  preferred  criteria,  advisor,  asse 
classification  and  expense  ratio.  You  cai 
also  get  more  details,  such  as  top  hold 
ings,  five-  and  ten-year  total  returns  an< 
manager  information.  Registering  let 
you  create  a  portfolio,  but  you  can  onl; 
track  up  to  ten  funds. 

►  Best:  Visit  the  Education  Center  for 
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spth  information  on  closed-end  funds, 
irsf:  Most  recent  research  article  was 
3d  in  September  2000. 

idAlarm 

r.fundalarm.com 

Roy  Weitz's  ad-free  site  is  worth  a 
kmark  because  his  is  one  of  the 
sites  on  the  Web  that  attempts  to 
you  when  to  sell  a  fund.  His 
arm  funds  have  underperformed 
-,  three-  and  five-year  perfor- 
ce benchmarks.  But  the  site  isn't 
egative;  go  to  the  Honor  Roll  to 
10-alarm  funds, 
rt:  The  blunt  Highlights  & 
nentary  section.  A  recent  item 
asted  Legg  Mason  for  adding  one  of 
Drst  managers,  Nancy  Dennin,  to 
mage  one  of  its  best  funds, 
rst:  Pitiful  design. 

fo  Investor 

.idayo.com 

)ite  its  ridiculous  name,  this  site 
nally  known  as  Investment  Discov- 
offers  some  innovative,  free  ser- 
Say  you  work  for  Pfizer  and  al- 
y  own  lots  of  its  stock.  Idayo's 
l4you  will  screen  funds  for  specific 


ings,  in  this  case  funds  that  don't 
Pfizer.  Efundreport  will  e-mail  in- 
lation  on  your  fund's  performance 
what  stocks  it's  buying  and  selling. 
Isinview  is  a  performance  evalua- 
screening  tool. 

tt:  Customize  your  fund  screening  for 
s  you  do  or  don't  like, 
rst:  Tedious  log  in  each  time  you 
a  new  section  of  the  site. 

jstment  Company  Institute 

.ici.org 

t  site  for  novices.  Learn  about  the 
fits  of  dollar  cost  averaging  and  mu- 
iind  fees  or  bone  up  on  the  latest  in 
regulation.  Want  to  know  what  tax 


effect  the  euro  conversion  will  have  on 
your  funds?  (None.)  Like  to  keep  tabs 
on  net  flows  of  capital  into  and  out  of 
funds?  Click  here. 

►  Best:  Links  to  funds  and  plenty  of  stats. 
►Worst:  Stale.  The  latest  in  the  Expert 
Opinion/Analysis  section  is  dated  1998. 

Maxfunds.com 

www.maxfunds.com 

Type  in  the  address  for  Maxfunds  and 
you  are  immediately  warned  that  there 
is  "evil"  in  the  hearts  of  some  funds. 


Dr.  Mm  tn4  Mutual  luntfi 


Luckily  it  isn't  all  that  silly.  This  kitchy 
site  recently  merged  with  former 
FORBES  Best  of  The  Web  pick,  FindA- 
Fund.  Its  Max-o-mizer  3000  chooses 
asset  allocations  based  mostly  on  ques- 
tions about  your  personality  (Would 
you  ever  skydive?  Have  you  ridden  a 
motorcycle?).  Our  conservative  answers 
classified  us  as  balanced  or  "on  the 
fence"  and  invited  us  to  click  through  to 
specific  fund  recommendations  within 
each  asset  class  (contrarian,  for  example, 
got  us  value  funds).  The  questions  may 
seem  irrelevant,  but  they  are  designed  to 
gauge  a  person's  expectations.  Manag- 
ing expectations  may  be  more  impor- 
tant to  successful  fund  investing  than 
chasing  a  15%  annual  return. 
►Best:  The  Max  Lists,  including  the  Fattest  or 
most  asset-bloated  funds. 
►  Worst:  Maxarchives  only  keeps  articles 
from  the  past  two  months  online. 

MSN  MoneyCentral 

http://moneycentral.msn.com 

MoneyCentral's  smart  Research  Wizard 
is  a  great  way  to  get  a  well -explained 
rundown  of  a  fund's  performance,  man- 
agement and  risk  profile.  The  fund  sec- 
tion is  easy-to-use  and  the  information 
is  plentiful.  You  not  only  get  quotes  and 
charts,  but  information  on  management 


style,  volatility  and  a  breakdown  of  its 
holdings.  The  site  also  has  the  usual 
alerts,  screening  tools  and  401(k)  plan- 
ners. Beware,  some  content  click- 
thioughs  send  you  to  E-Trade. 

►  Best:  Portfolio  information  is  now  free. 

►  Worst:  Its  custom  search  has  a  scant 
seven  variables. 

Personal  Fund 

www.personalfund.com 

How  much  is  your  mutual  fund  drain- 
ing from  your  pocket  every  year?  Per- 
sonal Fund  can  sniff  out  the  lemons  and 
suggest  better  options  for  your  portfolio. 
Using  the  Cost  Calculator,  we  crunched 
the  numbers  for  a  $30,000  investment 
in  T.  Rowe  Price  Value  fund  over  20 
years,  assuming  an  11%  return.  To  our 
surprise,  the  fund  costs  $1,022  in  annual 
expenses,  but  the  calculator  offered  four 
good  alternatives  costing  less  than  $270. 
►Best:  The  cost  calculator. 
►Worst:  A  dearth  of  content. 

SmartMoney.com 

www.smartmoney.com 

SmartMoney's  fund  section  offers  you  a 
well-rounded  selection  of  research,  news 
and  commentary.  Search  more  than 
6,000  funds  using  data  from  Morn- 
ingstar,  and  read  original  articles  offering 
insight  into  specific  sectors  and  funds. 
Find  the  top  and  bottom  25  funds  from 
categories  ranging  from  Convertibles  to 
World  Stock  over  any  period  from  1 3 
weeks  to  five  years.  Track  each  fund's 
progress  with  the  Fund  Map.  The  color 
and  size  of  the  rectangle  represents  the 
fund's  performance  and  assets. 

►  Best:  Its  Java-powered  fund  analysis  tools. 
►Worst:  Some 

JPOffoCS  ^\  technical  glitches. 


www.forbes.com/funds 

Our  Fund  Center  lets  you  screen  more  than 
6,000  funds  by  ratings,  category  and  risk. 
You'll  also  find  the  latest  Forbes  Best  Buys, 
which  highlights  the  72  best-performing 
low-cost  funds,  and  the  annual  Forbes 
Honor  Roll  listing  the  top  funds  based  on 
performance,  diversification  and  capital 
preservation. 
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jivesting 


Brokers 


FAvu 


0 


There's  a  shakeout  coming  in  online  brokerages.  There  are  now  more  than 

140  e-brokers.  With  trading  volume  down  and  many  accounts  dwindling, 
smaller,  weaker  firms  may  go  under  or  merge.  Especially  vulnerable  are 
those  with  extra-low  commissions  that  depend  on  hyperactive  traders 
for  clientele.  But  the  top  online  brokers  are  solid.  The  sites  listed  below  are 
all  well-financed  and  most  offer  plenty  of  extra  services  beyond  trading.  If 
you  want  a  full-service  brokerage  account  combined  with  online  services, 
Schwab,  Fidelity  and  Merrill  will  be  happy  to  oblige.  —Dolly  Setton 


Fidelity.com 

www.powerstreet.com 

Tops.  Comprehensiveness,  the  ability  to  customize  and 
ease  of  use  remain  hallmarks  of  this  newly  redesigned 
site.  A  portfolio  tool  helps  you  determine  the  right  asset 
mix  for  your  goals,  while  a  fund  evaluator  allows  you  to 
screen  4,100  funds  by  13  criteria  as  specific  as  the  length 
of  the  fund  manager's  tenure.  Fidelity  keeps  you  up  to 
date  on  the  market  with  cus- 
tomizable watch  lists,  timely 
Lehman  Brothers  research,  live 
conference-calls,  and  a  visual 
map  of  the  market.  You  can  spec- 
ify which  tax  lots,  or  specific 
shares,  you  want  to  sell.  Cus- 
tomize MyFidelity  Weekend  for 
Friday  night  news  updates  on 
your  favorite  stocks.  Investment 
questions  are  answered  via 
e-mail.  Fidelity  has  recently  added  free  streaming  real- 
time quotes.  You  also  get  wireless  trading,  bill  paying,  bill 
presentment  and  checkwriting. 

►  Best:  An  account  aggregation  option  gives  you  one-stop, 
single  log  in  access  to  all  your  accounts,  even  if  they  aren't  with 
Fidelity. 

►  Worst:  Even  active  traders  can't  get  streaming  Level  II  quotes. 
Bond  trading  facilities  are  skimpy. 


Povverstreet ' 
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Brown  &  Company 

www.brownco.com 

Brown  &  Co.  is  a  deep-discount  bro- 
kerage that  has  been  around  since 
1960.  On  the  Web  it  offers  $5  per 
trade  on  market  orders.  To  qualify  for 
an  account  you  must  deposit  at  least 
$15,000,  have  five  years  of  investment 
experience  and  a  $50,000  liquid  net 
worth.  Brown  &  Co.  deep  discounts 


also  apply  to  options  trading  and 
there  is  a  10%  volume  rebate  for 
heavy  traders.  No  frills  or  hand-hold- 
ing, just  a  great  site  with  reliable 
customer  service.  Good  secondary 
broker  for  those  who  already  have  a 
full-service  broker. 

►  Best:  Reliable  and  cheap. 

►  Worst:  Research  limited  to  links  to 
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BuyandHold 

www.buyandhold.com 

A  brokerage  site  for  long-term  in 
vestors,  mostly  novices  looking  to  builc 
retirement  accounts  and  older  peopli 
wanting  to  buy  stocks  for  kids  anc 
grandkids.  The  key  here  is  dollar-basec 
investing:  Automatically  invest  the  sarm 
dollar  amount  into  your  favorite  com- 
pany every  month.  More  than  4,00( 
stocks  to  choose  from.  Most  popular  i; 
Disney,  which  along  with  Microsoft  anc 
Home  Depot  have  links  on  their  sites  t<: 
BuyandHold.  Trading  fees  between  $^ 
and  $3,  with  all  trades  executed  withir 
two  one-hour  time  windows  each  day 
Unlimited  trading  is  $10  a  month.  Spe- 
cial resources  for  investment  clubs. 

►  Best:  Low  commissions. 

►  Worst:  Frustrating  search  tool. 

Charles  Schwab 

www.schwab.com 

Prices  start  at  $30  per  trade  and  are  cui 
by  $10  if  you  trade  more  than  30  time; 
a  year.  The  site  is  both  comprehensive 
and  intuitive,  though  its  design  seem; 
tired.  Schwab's  Learning  Center  ii 
packed  with  tutorials  on  funds,  stock; 
and  bonds.  There  is  a  portfolio  checkup 
tool  to  help  you  rebalance  your  assets 
and  you  can  get  two  years  of  transac- 
tion history.  A  Stock  Explorer  tool  let; 
you  screen  for  stocks  based  on  differeni 
strategies  like  "tech  cos.  that  are  show- 
ing profits."  Schwab  is  also  wooing 
high  net  worth  customers.  If  you  have 
more  than  $1  million  in  your  account 
expect  an  invitation  tc 
TIME  ^\  Schwab's  Signature 


Task:  To  place  a  buy  order  for  500  shares  of 
Qualcomm.  At  Brown  &  Co.  you  get  to  the 
Buy  button  fastest  because  it  provides  a  pop- 
up window  rather  than  building  a  new  page. 


Brown  &  Company 
Oalek  Online 
Charles  Schwab 
Credit  Suisse  First  Boston 
E-trade 
Fidetity.com 
TD  Waterhouse 
National  Discount  Brokers 
BuyandHold 
Memll  Lynch  Direct 

Source:  WebCritena. 


Task  time  (minutes) 
■       User  effort  ■ 


tinum  Service,  with  its  paneled 
nch  offices  and  account  executives. 
'.st:  Schwab's  MyResearch  report  lets 
customize  your  own  tear  sheets, 
orst:  Its  Stock  Analyzer  can  be  spotty, 
ults  don't  always  include  the  time 
od  and  some  data  is  missing. 


edit  Suisse  First 
ston 

iv.csfbdirect.com 

merly  DLJ  Direct,  CSFB 
ect  packs  a  lot  of  infor- 
tion  into  a  busy  but 
y-to-navigate  site,  and 
v  there's  more  than  before 
merger  with  First  Boston.  Beefed- 
research  includes  weekly  reports, 
-30  U.S.  stock  focus  and  technology 
ference  Webcasts.  You  can  trade  in- 
lational  stocks,  options  and  bonds 
e.  There  are  free  real-time  quotes, 
lty  of  market  news  and  a  personal- 
i  stock  ticker.  A  mutual  fund 
;ener  sifts  through  9,000  funds, 
ks  for  big  accounts  include  IPOs. 
:nts  with  more  than  $  1  million  get  a 
sonal  adviser. 

sst:  The  fixed-income  section  allows  you 
asily  search  current  bond  issues, 
orst:  No  bill  paying. 


B0.»««< 

execution  c°m> 


WEB  TIP 

Consolidate  multiple 
portfolios  and  watch 

lists  with  the 
Portfolio  Tracker  at 
www.forbes.com. 


allows  you  to  direct  Nasdaq  trades  to 
SOES,  or  a  market  maker  of  your  choice. 
There  is  also  real-time  options  trading. 
Customers  get  rebates  on  any  order- 
flow  payments  Datek  receives.  You  can 
get  unlimited  transaction  history. 
►Best:  Its  Streamer,  which  includes  real-time 
charts  and  color-coded  pricing. 

►Worst:  No  automated  portfolio 
performance  analytics. 


tek  Online 

w.  datek.  com 

I  tops  for  fast  executions,  trading  in- 
ace  and  real-time  account  informa- 
l.  Commissions  are  $10  per  trade  for 
to  5,000  shares.  Extended-hours 
ling  and  unlimited  real-time  quotes. 
:ek  has  an  intelligent  order  routing 
tern  that  ensures  fast  executions, 
stly  because  orders  are  checked 
inst  its  Island  ECN,  whose  real-time 
it  book  is  posted  on  the  Web.  Datek 
recently  added  Datek  Direct,  which 
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E -Trade 

www.etrade.com 

This  well-designed  site  is 
comprehensive  and  easy  to 
use.  According  to  bulletin 
boards,  though,  E-Trade's  service 
suffers — especially  during  heavy  vol- 
ume. The  Knowledge  Center  includes  a 
detailed  guide  to  reading  financial  state- 
ments. Technicians  should  click 
through  to  affiliate  ClearStation.com. 
E-Trade  also  offers  extended  trading- 
hours  until  6:30  p.m.,  and  additional 
services  like  online  banking,  mortgages, 
bill  paying  and  free  checking.  There's 
IPO  access  for  active  traders  (30  or  more 
trades  per  quarter),  who  also  get  real- 
time streaming  watch  lists. 

►  Best:  High  money-market  rates 
integrated  into  brokerage  account. 

►  Worst:  Weak  in  financial  planning  tools. 

Merrill  Lynch  Direct 

www.mldirect.ml.com 

One  of  the  best-organized  sites.  Access 
to  research  and  top  customer-service 
are  Merrill's  drawing  cards — it's 
clearly  not  the  $30  per  trade  cost.  You 
get  daily  financial  news,  industry 
commentary,  as  well  as  weekly  stock 
picks  and  a  full  set  of  interactive 
calculators.  A  portfolio  tracker 
allows  you  to  monitor 
multiple  portfolios  of 
stocks  and  mutual  funds. 
Account  management 
tools  are  fully  customiz- 
able and  can  be  down- 
loaded into  Quicken.  There 
are  unlimited  real-time  quotes 
You  can  download  a  watch  list  to  your 
Palm  or  Blackberry,  and  you  can  trade 
bonds  and  options  here. 


WEB  TIP 

Need  faster  execution 
and  Level  II  quotes?  Check 

out  AB  Watley  and  16 
other  hyperactive  trading 
firms  reviewed  at 
www.forbesbest.com 


►  Best:  Merrill's  global  research. 
►Worst:  No  discounts  for  active  traders. 

National  Discount  Brokers 

www.ndb.com 

Recently  acquired  by  Deutsche  Bank, 
this  site  should  soon  get  an  infusion 
of  much-needed  professional  re- 
search. In  the  meantime,  it's  still  an 
easy-to- navigate  site  with  lots  of  news, 
tools  and  charts.  Stock  Pulse  lets  you 
see  trends  in  a  stock's  bid-ask  spread 
in  real  time.  You  can  download  your 
trading  history  into  Excel  and  chat 
real-time  with  customer  service. 
Choose  from  10,000  mutual  funds. 
Customers  with  more  than  $1  million 
in  assets  get  IPOs,  Level  II  quotes  and 
a  dedicated  help-desk. 

►  Best:  Great  tools  for  measuring  volatility. 
►Worst:  Consensus  analyst 
recommendations  from  Zacks  are 

of  little  use.  No  bond  trading. 

TD  Waterhouse 

www.tdwaterhouse.com 

For  $12  a  trade,  you  get  plenty  of  the 
basic  investing  tools  plus  the  comfort  of 
knowing  there's  a  network  of  170  local 
branch-offices  for  additional  hand- 
holding.  There  are  earnings  surprises 
from  First  Call,  tax  guides  and  options 
strategies.  Waterhouse  also  has  an  IPO 
Center  that  gives  certain  customers 
a  chance  to  participate  in  IPOs 
from  Epoch  Partners,  a  joint 
venture  with  VC  firms.  A 
new  Dashbar  sits  on  your 
browser  and  allows  you  to 
track  your  portfolio  from 
anywhere  on  the  Internet. 
►  Best:  Wireless  trading. 
►Worst:  No  real-time  account  balances, 
just  the  previous  day's,  and  you  can't 
specify  which  tax  lots  to  sell. 
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Bonds 


A  whole  generation  of  investors  has  grown  up  thinking  stocks  are  the  only 

sensible  investment.  Who  wanted  bonds,  with  their  measly  6%  to  8%  yields? 
People  forgot  that  in  a  tax-sheltered  IRA,  money  doubles  every  nine  years  if 
invested  at  8%  and  does  so  dependably.  They  seem  unaware  that  there  are 
times  when  junk  bonds  do  much  better  than  stocks— as  in  1990-93.  After  last 
year's  Nasdaq  debacle,  people  began  rediscovering  bonds.  For  those  who 
want  to  broaden  their  investment  skills  by  learning  about  fixed-income  in- 
vesting, we  recommend  the  following  sites.  —Daniel  Kruger 


SmartMoney.com 

www.smartmoney.com 

Hats  off  to  a  thoughtful  and  informative  site,  with  ser- 
vice-oriented features  and  bond-market  commentary 
from  Dow  Jones  Newswires.  A  primer  covers  topics  such 
as  creating  laddered  bond  portfolios  and  the  potential 
value  in  tax  swaps.  Novices  will  delight  in  SmartMoney's 
innovative  educational  tools.  Its 
animated  Living  Yield  Curve 
shows  year-by-year  changes  be- 
fore your  eyes,  and  its  asset  allo- 
cator uses  a  pie  chart  to  show 
the  appropriate  mix  of  bonds  in 
your  portfolio.  There  is  also  a 
swap  calculator  that  tells  you 
whether,  after  taxes,  it  is  worth  it 
to  sell  a  bond. 


Marketplace 


t  conomy  Watch 

hay  Interiors 
Employmant 
Faclory/VrtAlinl 
Howtma 

IncotnarConiumptton 
Pnco  lncM(*t 
Trad* 

sv  Malm 


•  t  Snnaajn 

Tha  Economy 
Bond  Mart  at  Updala 
Bond  Irwaalino. 
Bond  Pnmat 


~®t,....,e 


Economy  &  Bonds 

Treasury's  Rise  on 
Weakest  Philadelphia  Fed 
Manufacturing  Report  in 
10  Years 
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►  Best:  Smart  features  like  Ten  Things  Your  Bioker  Won't  Tell 
You  About  Bonds. 

►  Worst:  No  tools  for  bond  pricing.  Data  for  some  features 
needs  refreshing.  Technical  glitches. 


Bureau  of  the  Public  Debt 
Online 

www.publicdebt.treas.gov 

An  informational  clearinghouse  for  all 
types  of  government  debts,  from  T 
bonds  and  bills  to  State  and  Local  Gov- 
ernment Series  bonds  and  EE  savings 
bonds.  Easy-to-read  format.  You  can 
use  the  site  to  buy  Treasury  bonds, 
notes  and  bills  direcdy  from  the  govern- 
ment. Downloads  help  you  keep  track 
of  interest  and  redemption  value.  Con- 
tains lots  of  useful  general  information; 
example:  As  of  Jan.  30,  2001,  total  U.S. 
debt,  including  bonds  held  in  trust 
funds,  totaled  $5,740,291,126,546.45. 


►  Best:  You  can  buy  Treasury  bonds 
directly  at  auction. 

►  Worst:  Drill  a  few  screens  deep  and  it 
looks  like  a  statistical  abstraction. 


analysis  on  700  convertible  issues.  / 
portfolio  manager  tool  keeps  track  a 
your  bonds.  Fees  start  at  $120  a  year  fo 
the  first  tier  of  service. 

►  Best:  Comprehensive  and  accurate. 

►  Worst:  Expensive.  Basic  membership 
buys  just  ten  convertible  prospectus  view: 
a  month. 


ConvertBond.com 

www.convertbond.com 

Convertibles  are  a  neat  way 
to  combine  some  of  the  ad- 
vantages of  stocks  and 
bonds  in  a  single  package. 
This  Morgan  Stanley  Dean  Wit- 
ter site  continues  to  offer  the  best  tools 
for  convertible  bond  and  preferred  buy- 
ers. This  site  offers  news,  chat  rooms, 
search  functions  and  detailed  pricing 


WEB  TIP 

For  information 
on  municipal  bonds 
go  to  Lebenthal.com. 
This  and  other  muni  sites 
are  reviewed  at 
Forbesbest.com 


Investing  in  Bonds.com 

www.investinginbonds.com 

This  site  provides  useful  information 
for  both  novice  investors  and  experi- 
enced bond  buyers.  For  the  beginners, 
primers  like  What  are  Bonds?  and 
How  to  Invest  will  get  you  started  on 
the  right  foot.  For  those  who  already 
know  a  debenture  from  a  CMO,  the 
site's  pricing  data  brings  more  trans- 
parency to  the  corporate  and  munici- 
pal bond  markets  than  anything  else 
out  there. 

►  Best:  Educational  features. 

►  Worst:  Lacks  information  on  bond  funds. 

Tradebonds.com 

www.tradebonds.com 

While  other  sites  focus  on  single 
niches  within  the  bond  market, 
Tradebonds.com  covers  the  whole 
spectrum  of  fixed-income  investing — 
Treasurys,  munis,  corporates,  etc.  The 
Web  brokerage  requires  a  minimum 
investment  of  about  $25,000.  Mem- 
bers get  research  from  Stone  & 
McCarthy,  and  e-mail  alerts 
and  data  feeds  from  Brief- 
\  ing.com.  Trades  are 
J  cleared  through  South- 
west Securities  Group  and 
commissions  or  markups 
are  included  in  price  quotes. 
►  Best:  The  closest  thing  to  E-Trade 
for  bonds. 

►  Worst:  Could  use  more  detail  on 
commissions. 
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"Financial  security  doesn't 
have  to  be  a  fairy  tale." 


Sarah  Ferguson 
Schwab  Investor 


It's  about  knowing.  And  planning. 
And  making  smart  decisions. 

Introducing  the  Charles  Schwab  Stock  Explorer. 

It's  an  approach  that  helps  you  carefully  screen  stocks. 
For  potential  investment  ideas.  Online  or  off. 
The  featured  strategies  can  be  used 

as  a  starting  point  to  select  stocks. 
So  you  can  explore  the  potential  of  your  portfolio. 
And  start  planning  for  your  own  happily  ever  after. 

To  sample  the  new  Stock  Explorer,  visit  schwab.com 
and  click  on  'welcome'  or  call  1-800-739-5544. 


call 

-800-739-SS44 


click 

wwwAclnVcib.com 


visit 

^84  locations  nationwide 


Charles  Schwab 

creating  a  world  of  smarter,  investors'" 


arles  Schwab  &  Co..  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (1200-1 1321). 


i  vesting 


Asian  Markets 

Web  usage  in  Asia  is  soaring  and  entrepreneurship  is  flourishing  in 

markets  like  China.  The  region's  economic  meltdown  has  made  punters 
hungry  for  good  data,  and  sites  have  sprung  up  with  financial  news  and 
information.  Though  language  barriers  bar  inclusion  of  some  of  the  best 
sites,  there  are  still  plenty  of  English-language  sources.  The  quality  differs 
widely  by  country:  Hong  Kong  is  the  most  open,  while  Chinese,  Taiwanese 
and  Korean  firms  require  some  digging.  Start  your  homework  with  IDS 
Finance,  which  covers  a  good  section  of  the  region.  — Katherine  Bruce 


IDS  Finance 

www.idsfinance.com 

One-stop  access  to  financial  data  for  nine  Asian 
markets:  Hong  Kong,  Jakarta,  Kuala  Lumpur, 
Manila,  Shanghai,  Shenzhen,  Singapore,  Taipei  and 
Bangkok.  For  $22  a  month,  visitors  get  real-time 
stock  prices,  charting  tools  and  detailed  fundamental 
and  technical  data.  Even  if 
you  don't  subscribe,  there's 
a  good  amount  of  free  infor- 
mation, including  market 
data,  analyst  reports  and  re- 
gional news.  As  a  Manila- 
based  company,  IDS'  strong 
suit  seems  to  be  its  Philip- 
pine coverage. 
►  Best:  Shareholder  search 


function  allows  you  to  see  how  big  institutions  are 
betting. 

►  Worst:  Tiny,  hard-to-read  print  in  a  few  sections. 


AsiaOne  Markets 

www.asiaonemarkets.com 

A  technical  investor's  dream.  Research 
stocks  by  simple  moving  average,  dual 
exponential  moving  average  and 
Bollinger  Bands.  Lots  of  wizards  help 
narrow  your  investment  focus  and 
analyze  risk  and  returns.  There  are 
also  sections  on  commodities,  foreign 
exchange  and  derivatives.  You  can 
even  get  alerts  on  your  portfolio's 
movements. 

►  Best:  A  risk-analysis  calculator  based  on 
the  stock's  past  two-year  performance. 
►Worst:  Not  much  on  Hong  Kong  or 
Malaysia,  plenty  on  Singapore. 


AsiaScores.com 

www.asiascores.com 

The  Eastern  twin  of  Thomson  Finan- 
cial's U.S.-based  InsiderScores.com,  this 
site  tracks  trading  by  Hong  Kong  cor- 
porate insiders  like  Lee  Shau  Kee  and  Li 
Ka  Shing.  You  can  track  the  moves  of  the 
"best  of  the  best,"  the  directors  whose 
trades  have  been  most  predictive  of 
stock  moves;  watch  for  anomalies  in 
buying  patterns  for  hints  of  corporate 
changes;  or  see  which  companies  have 
the  most  bullish  or  bearish  directors. 
►  Best:  E-mail  alerts  of  recent  director 
activity  in  companies  that  interest  you. 
►Worst:  Some  stale  content. 


India  lnfoline.com 

www.indiainfoline.com 

Covers  the  gamut  of  financial  infc 
mation:  detailed  sector  reports,  ana 
sis  of  macroeconomic  data,  legal  a 
regulatory  issues,  foreign  exchanj 
mutual  funds  and  news.  There  are 
columns  alone,  covering  topics  like  t 
oil,  stock  and  India's  technology  i 
dustries.  Also  dozens  of  local  inte 
views  with  movers  and  shakers  li 
tech  visionary  Chandrababu  Naid 
and  more  than  100  sector  reports. 

►  Best:  You  can  download  stock  pricing 
data  to  spreadsheet  software. 

►  Worst:  Message  board  posts  are  not 
screened  for  obscenities. 

Irasia.com 

www.irasia.com 

Your  personal  investor  relations  depai 
ment  for  company  information  fro 
seven  nations:  Hong  Kong,  Indonesi 


Malaysia,  Philippines,  Singapore,  Tha 
land  and  Australia.  There  are  annual  r 
ports,  earnings  statements,  press  fl 
leases,  analyst  reports,  prospectuses  ar 
stock  quotes.  Hong  Kong  firms,  wil 
their  strict  disclosure  regulations,  off 
the  most  information.  Also,  compn 
hensive  directories  of  regulatory  bodk 
VC  firms  and  brokerages. 

►  Best:  E-mail  alerts  for  earnings  reports 
and  press  releases. 

►  Worst:  For  Philippine  companies,  the 
most  recent  annual 

reports  are  from  199 


Forbes 


www.forbes.com 

Click  here  to  find  articles  from  current  and 
past  FORBES  GLOBAL  editions  covering  overseas 
financial  markets,  companies  and  entrepreneurs. 
You'll  also  find  FORBES  GLOBAL's  20  of  2001, 
profiles  of  the  most  promising  international 
companies  from  Egypt  to  Argentina.  The  online 
version  of  our  International  800  details  the 
world's  top  companies. 
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Today,  huge  numbers  of  Americans  have  come  to 
accept  the  worst  from  our  political  leaders.  Sadly, 
traits  such  as  honesty,  morality  and  integrity  have 
become  quaint  characteristics  from  bygone  eras. 

But  not  so  at  Regent  University.  Regent  University 
and  its  graduate  students  are  committed  to 
reclaiming  America's  culture — serving  our  nation 
as  "World  Changers/'young  men  and  women  who 
will  reclaim  our  culture.  Our  graduate  degrees  in 
law,  government,  education,  journalism,  business, 
communication,  psychology,  organizational  leader- 
ship and  divinity,  and  our  bachelor's  degree 
completion  program,  boldly  embrace  an  educa- 
tional mission  that  integrates  faith,  as  well  as  the 
principles  of  our  Founding  Fathers,  with  rigorous 
graduate-level  curriculum. 

Right  now  at  Regent  there  are  over  2,300  dedicated 
men  and  women  pursuing  graduate  degrees  in 
disciplines  that  provide  the  maximum  leverage 
for  improving  society.  These  are  the  people  who 
will  help  write  America's  future — along  with  the 
thousands  of  Regent  alumni  already  in  positions 
of  influence  from  Capitol  Hill  to  Hollywood. 

You  can  help  write  America's  future  by  contributing 
scholarship  monies  for  tomorrow's  leaders  studying 
now  at  Regent  University.  Learn  more  about  the 
giving  opportunities  at  Regent  University  by  con- 
tacting us  today.  It's  time  to  discover  how  Christian 
Leadership  Can  Change  Our  World. 

'.  Regent 
University 

1000  Regent  University  Drive,  Virginia  Beach,  VA  23464-9800 

800-335-4409  •  www.regent.edu/forbes 
E-mail:  worldchangers@regent.edu 


Name: . 


Address: 
City:  


_ State: 


.  Zip: 


I  'hi  me 

E-mail:  _ 


Tell  me  more  about: 

'-I  A  Named  Scholarship  at  Regent  University. 

□  Regent  University  and  the  World  Changers  initiative. 

U  Information  on  Estate  Planning  and  Planned  Giving. 

J  The  National  Leadership  Summit:  The  Rattle  for  the  Soul  of  America. 


Mail  To: 


Regent  University,  Office  of  Development 

1000  Regent  University  Dr.,  Virginia  Beach,  VA  23464 


Emerging  Markets 

Playing  the  emerging  markets  is  not  for  the  faint-hearted.  Last  year 

the  MSCI  emerging  market  index  was  down  30%.  Still,  sawy  investors  like 
George  Soros  have  always  trolled  these  markets  for  bargains.  Now  it  is  eas- 
ier to  find  out  what's  happening  in  markets  like  Venezuela,  which  climbed 
26.5%  last  year.  Almost  every  stock  market  has  a  Web  site,  from  Mongolia 
to  Zimbabwe,  as  do  many  companies.  Beware  though,  disclosure  standards 
vary  from  country  to  country,  and  few  meet  the  stringent  requirements  of 
the  SEC.  — Katherine  Bruce 


FAVORITE 


.  -  M  Welcome  to  urir.ci 
^fgjSS-V  «■»•■  on  ADR 


ADR  roonte  comrnenlwy  

ADR  REPORT  -  latin  bonds  boost  ADRs. 
Enrop*.  Asia  down 

REUTERS  P   Jan  9.  lOtPMET 
ADR  REPORT  -  Latin  bonds  boost  ADRs  Europe 
Asia  down  REUTERS  Rtf  13  58  01-09-01  /(Begin 
Meta  Data//  Selector  Code  reulr  Copynght  2001 
Reuters  News  Service 

ADRs  End  Lowr  as  Nokia's  Salts  Flour«s 
Disappoint  


JP  Morgan's  ADR.com 

www.adr.com 

ADR.com  specializes  in  U.S.-traded  depositary  receipts  of 
foreign  companies.  The  design  is  so  clean  and  simple  that 
a  child  could  use  it;  yet  the  simplicity  belies  the  amount 
of  data  packed  in.  You  can  search  for  ADRs  by  region,  in- 
dustry and  company.  A  handy  graphical  overview  in  the 
Regions  section  displays  the 
world's  best  and  worst  perform- 
ing indexes  for  the  day.  You  can 
drill  down  into  areas  like  Latin 
America  or  Russia  and  see  how 
all  the  bourses  did,  then  go  fur- 
ther into  individual  firms.  You 
can  also  see  what  institutions  are 
betting  on  and  create  your  own 
portfolio. 

►  Best  Sophisticated  charting.  You  can  look  at  both  the  ADR 
and  the  underlying  stock,  in  myriad  ways. 
►Worst:  Can't  compare  regions. 


>m,  the  central  source  for  information 
and  international  equities 


f  |  Qui ckview 

'1 

Today',  lop  periormng  indi 
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BradyNet.com 

www.bradynet.com 

BradyNet  is  arguably  the  most  compre- 
hensive site  devoted  to  emerging- mar- 
ket bonds.  Come  here  for  juicy  details 
on  Brady  Bonds,  EuroBonds,  Mexican 
treasurys,  exotics,  etc.  Live  pricing  and 
spreads,  customizable  charts  and  access 
to  certain  databases  will  cost  you  from 
$100  to  $200  a  month,  but  there's  a  lot 
available  for  free.  Regionals  section  gives 
you  commentary  on  what's  happening 
in  the  area  of  your  choice.  The  Color  of 
the  Market  is  an  online  version  of  the 
watercooler  for  bond  traders. 


►  Best:  The  discussion  areas. 

►Worst.  Novices  will  be  overwhelmed  by 

the  volume  of  sophisticated  data  and  info. 


FT.com 

http://news.ft.com 

The  Financial  Times'  site  has 
lost  most  of  the  trademark 
pink.  But  it's  still  a  leading 
source  for  information  on  in 
ternational  business.  The  coun 
try  surveys  and  special  focus  packages 
are  indispensable  for  emerging- markets 
investors.  Recent  examples:  African 
banking  and  Asian  financial  markets. 
You'll  also  find  an  Emerging  Market 


WEB  TIP 

When  you  invest 
worldwide,  it's  important 
to  keep  track  of  exchange 
rates.  Use  the  handy 
currency  calculator  at 
www.xe.net/pca. 


Government  Bonds  section,  as  well 
news  on  global  markets,  Asia  Pacific  e 
uities,  and  various  regions  of  the  worl 
►Best  Wireless  news  and  stock  alerts. 
►Worst  Some  out-of-date  content. 

ISI  Emerging  Markets 

www.securities.com 

Emerging-market  players  looking  f 
hard-to-find  information  should  sign  i 
for  this  expensive  online  service.  IS 
global  service  (which  covers  more  th; 
35  countries  in  four  regions)  costs  $2,21 
a  month,  one  region  is  $1 ,200  and  a  si; 
gle  country  costs  about  $450.  There's  al 
an  e-mail  alert  service  that  delivers  ne\ 
to  you  based  on  specific  keywon 
($100-$600).  The  hefty  fees  get  you  loc 
and  international  news  (which 
archived  and  searchable),  daily  sto< 
data,  company  financials,  analyst  repon 
legai  and  regulatory  information. 
►Best  Download  financials  into  Excel. 
►Worst  Spotty  coverage  of  Southeast  Asi 
the  Middle  East  and  Africa. 

Worldlyinvestor.com 

www.worldlyinvestor.com 

This  international  news  portal  is  fre 
Check  out  its  insightful  weekly  colurr 
on  emerging-market  opportunities,  ar 
free  weekly  e-mail  newsletter  on  emerj 
ing  stocks.  You  can  also  look  i 
articles  by  region.  A  useful  AT 
screener  allows  you  to  scan  1 
country  and/or  sector  ar 
look  at  performance  over 
variety  of  time  periods.  Yc 
can  link  to  news  on  a  specif 
ADR  or  choose  to  compare  it  I 
other  companies  or  indexes. 
►Best  Links  to  news,  analyst  ratings, 
charts  and,  if  available,  SEC  filings. 
►Worst  The  Middle  East  and  Africa  don't 
exist  as  regions  on  Worldly  Investor. 
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'II  need  to  open  several  firewall 
ts  and  modify  the  packet  filtering 
the  4500  router  using  IOS  so 
r  extranets  can  communicate 
h  our  e-servers  over  the  6  meg 
:tional  T3  line... 

I  with  me?" 


scorn — 

Simple  sets  you  free. 


3Com's  New  Era  of  Business  Networking 
Roughly  translated:  Talk  to  3Com  about  the  new,  easy-to-understand 
networking  products.  Everything's  completely  compatible,  from 
SuperFast  Ethernet  Gigabit  connections  to  Internet  firewall  security. 
All  engineered  to  give  your  networking  the  boost  it  needs  to 
exploit  the  Internet  to  its  fullest.  For  more  information,  click 
3Com.com  or  talk  to  your  3Com  reseller.  Home.  Office.  Beyond. 


nvesting 


Alternative  Investing 

Don't  be  a  slave  to  your  stock  broker.  Stocks  can  make  great 

investments,  but  are  not  the  only  choice.  The  wise  investor  diversifies  her 
portfolio.  The  Web  can  introduce  you  to  alternative  investments— things  that 
aren't  even  on  your  broker's  radar.  Hydrogen  fuel-cells,  gold  and  timber  may 
be  esoteric,  but  there  are  many  other  ways  you  can  put  your  money  to  work 
besides  in  the  stock  market.  Below  you  will  find  a  mix  of  sites  that  have  a 
different  take  on  the  investment  world.  But  beware  of  scam  artists  whose 
offerings  often  turn  up  disguised  as  "research  sites."  —Rob  Wherry 


Foliofn 

www.foliofn.com 

Dissatisfied  with  your  plain  vanilla  mutual  fund?  Foliofn 
allows  you  to  create  and  invest  in  your  own  fund  portfo- 
lios containing  up  to  50  stocks,  or  to  pick  from  more 
than  100  pre-established  folios.  Choose  from  African 
stocks,  REITs,  stocks  with  betas  of  0.2  and  tobacco-free 
stocks.  Stocks  can  be  bought 
and  sold  twice  a  day  and  the  flat 
$295  per  year  fee  includes  un- 
limited trades.  You  can  rebal- 
ance your  portfolio  and  manage 
your  tax  bite,  all  for  less  than 
what  you  would  pay  with  most 
managed  no-load  funds  (assum- 
ing you  invest  at  least  $25,000). 
This  site  is  for  experienced  in- 
vestors— not  much  research  here. 
►  Best:  Customization.  You  can  even  alter  the  preset  folios. 


►  Worst:  Annoying  demo  music. 


Hydrogen  &  Fuel  Cell 
Investor 

www.h2fc.com 

Alternative  energy  is  hot,  and  this  site  will 
tell  you  everything  you  ever  wanted  to 
know  about  hydrogen  power  and  fuel 
cells.  (Recommend  this  site  to  your  black- 
out-afflicted friends  in  California.)  You'll 
find  well-organized  links  on  patents, 
companies,  markets  and  the  latest  news. 
Check  out  Honda's  FCX-V3  four-passen- 
ger hydrogen  fuel-cell  sedan  being  tested 
in  Japan.  It  starts  in  ten  seconds  and  per- 
forms as  well  as  the  Civic.  Find  out  why 
General  Electric  is  putting  money  into 
little  companies  like  Plug  Power.  A  weekly 


newsletter  costs  $190  a  year. 
►  Best:  Pass  your  mouse  over  the  Markets 
&  Trading  icon  on  the  home  page  and  the 
site  warns  you  that  these  stocks  can 
be  manipulated  by  promoters. 
►Worst:  Too  many  links.  A 
little  editing  is  in  order. 


should  be  restored  to  its  onetime  mo 
etary  glory.  Click  on  the  James  Joy 
section  for  commentary  on  the  Sou 
African  gold  market.  Conspiracy  bu 
will  be  interested  in  the  site's  claims  th 
central  bankers  are  manipulating  go 
prices  for  their  own  interests. 

►  Best:  Witty,  offbeat,  contrarian. 

►  Worst:  Costs  $100  a  year  and  is  about  1 
hike  the  price  50%. 

SNL  Securities 

www.snl.com 

Since  1987  SNL  Securities  has  been  a  d 
liable  source  for  investors  in  thrifts  ar 
banks;  more  recendy  it  has  gotten  inl 
REITs  and  insurance.  There  is  a  lot  » 
product  touting,  but  also  lots  of  solid  inl 
not  found  elsewhere.  In  the  Real  Esta 
links  you'll  find  descriptions  of  230  REE 
plus  charts,  pricing,  recent  news  and 
direct  link  to  the  REITs  home  page.  Tr 
story  archive  contains  insightful  artick 
like  the  recent  one  about  a  new  and  pc 
tentially  dangerous  regulation  that  allow 
REITs  to  invest  outside  their  industr 
REIT  investors  should  sign  up  for  th 
weekly  e-letter  at  $400  per  year. 

►  Best:  The  story  archive. 

►  Worst:  Hard  to  navigate;  excessive 
shilling. 


Le  Metropole 

www.lemetropolecafe.com 

This  financial  Web  site  is  or 
ganized  around  French  cafes 
and  famous  painters  and  writers.  Book- 
mark this  site  for  offbeat,  often  contrar- 
ian views  on  the  economy.  Especially 
interesting  to  those  who  think  gold 


Social  Investment  Forum 

www.socialinvest.org 

"Socially-conscious"  investing  seems  t 
appeal  to  a  lot  of  people,  though  nc 
everyone  agrees  on  what  is  socially  de 
sirable.  Is  it  evil  to  manufacture  equip 
ment  for  national  defense?  Are  yo 
against  animal  testing?  Is  it  wrong  to  pre 
duce  products  that  facilitate  abortion 
This  site  promises  to  save  you  fror 
investing  in  such  activities 

WEB  TIP  X  There  are  links  to  an  th 

Check  \   holier-than-thou  funds  hen 

www.forbesbest.com  \ 
for  more  obscure       j  Plus  another  to  the  Share 
holder  Action  Network, 
group  that  has  recendy  bee: 
targeting  subprime  lenders. 
►  Best:  A  screening  tool  allows 
users  to  compare  performance  of 
dozens  of  funds. 

►  Worst:  Can't  screen  companies  to  see 
whether  they  are  sinners. 


investments,  such  as  water 
rights  and  land  trusts. 
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Can  you  imagine  spending  more  time  doing 


IKONs  digital  expertise  gives  you  more  time  for  the  things  that  really  count. 

Planning  time.  Project  time.  Presentation  time.  You  get  more  time  for  them  all,  with  IKON  s  digital  solutions.  Our 
best-of-breed,  high-speed,  digital  black-and-white  and  color  copiers  connect  to  your  network,  so  you  can  print,  collate 
and  finish  documents  from  your  desktop.  You  can  even  distribute  and  print  in  up  to  34  different  cities,  with  our  Web-based 
I  Express*  2000.  Let  IKON  help  you  communicate  your  business  information  more  effectively.  Jump  to  www.  ikon,  com/time 
1-888 -ASK- IKON  ext.  160 


s,  IKON !  for:  Copiers,  Printers,  Facilities  Management,  Legal  Document  Services,  Business  Imaging,  Copying  and 
e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services 


The  Way  Business 
Gets  Communicated" 


Jffice  Solutions,  Inc.  2000.  IKON  Office  Solutions*.  IKON  The  Woy  Business  Gets  Communicated",  YES,  IKON!1"  and  Digital  Express'  2000  are 
s  of  IKON  Office  Solutions,  Inc. 


investing 


Trading  Games 

Now  that  you've  lost  your  nest  egg  in  tech  stocks,  it  may  be  time  to  test  a 

new  strategy.  Stock  trading  simulation  games  are  fun.  free  and  as  addictive 
as  actual  trading.  Only  you  can't  lose  real  money  and  could  even  win  cash 
or,  as  in  the  case  of  one  site,  a  pair  of  Porsches.  The  contests  track  actual 
market  activity,  and  they  typically  last  from  a  month  to  a  year.  And  if  you 
have  soured  completely  on  stocks,  try  the  Hollywood  Stock  Exchange 
(www.hsx.com)  or  Wall  Street  Sports  (www.wallstreetsports.com).  These 
game  sites  host  trading  in  entertainers  and  athletes.  —Ben  Berentson 


MarketPlayer.com 

www.marketplayer.com 

MarketPlayer  is  the  most  comprehensive  of  the  simula- 
tion sites.  There  are  month-long  competitions,  or  you 
can  just  play  against  the  market.  Start  off  with  SI  mil- 
lion in  virtual  cash  and  go  long  or  short  stocks  or  in- 
dexes. Options  will  be  added  soon.  The  site  lets  you  play 
multiple  contests  at  once  and 
prices  trades  based  on  the  next 
available  real-time  transaction. 
You  can  easily  compare  your 
overall  performance  with  the 
S&P  or  with  others  in  your  com- 
petition. The  Portfolio  of  the 
Week  analyzes  a  winning  port- 
folio and  Chart  of  the  Week 


o 





MarketPlayerc 





.:-;»--:-  I  *  - "  i 
G*  rto  ■  9*-*  Sharpv 
ym  i  caret  ts  ■**  COO 


teaches  you  technical  indicators. 

►  Best:  Screen  stocks  based  on.  say.  Warren  Buffett's  strategy  or 
run  your  own  custom  screens. 

►  Worst:  $200  prize  pales  compared  with  other  sites'  prizes. 


Ameritrade  Investors  Cup 

www.investorscup.com 

Interactive  charting  courtesy  of 
BigCharts,  analyst  upgrades/down- 
grades and  Multex  Investor's  sector 
and  industry  guides  help  you  decide 
how  to  spend  your  virtual  $50,000. 
Briefing.com  provides  market  com- 
mentary throughout  the  trading  day. 
The  trading  interface  is  easy-to-use 
and  the  game  allows  you  to  sell  short, 
buy  options,  buy  on  margin  and  make 
stop  limit  trades.  Check  out  the  Amer- 
itrade Index  and  the  most  popular  In- 
vestors Cup  stocks  to  see  what  others 
are  buying. 


►  Best:  Great  prizes,  recently 
his-and-hers  Porsche 
Boxsters. 

►  Worst:  No  news  here. 


WEB  TIP 

For  an 
international  flair, 
try  your  luck  at 
Thegreatgame.com 
to  invest  in  the 
London  Stock 
Exchange 


Hollywood  Stock  Exchange 

www.hsx.com 

The  Hollywood  Stock  Exchange  has 
a  new  music  exchange,  where  "hot" 


m 


WHAT'S  NEW 


1  IPO:  JUDAS  PRIEST 
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SPOTLIGHT 


investments  like  Britney  Spears  (BSPE 
carry  a  hefty-  price  of  1 58  and  a  AAA  r 
ing.  At  the  movie  exchange,  specul; 
on  the  success  of  the  newest  movies  a 
casde-in-the-sky  projects,  like  a  foui 
AW  Max  film,  or  trade  in  the  actc 
and  directors  themselves.  Movie  o 
tions  and  regular  IPOs  enhance  the  fl 

►  Best:  Create  new  funds,  like  the  Ac; 
emy  Award  Winners  Fund. 

►  Worst:  The  site  is  slow.  slow.  slow. 

Marketocracy 

www.marketocracy.com 

Ever  dreamt  of  filling  Peter  Lynch 
shoes?  Marketocracy,  founded  by  Fir; 
hand  Funds  founder  Ken  Kam,  gives  yc 
a  virtual  S 1  million  and  lets  you  becon 
a  fund  manager.  Funds  are  evaluate 
every  quarter,  so  you  have  to  stick 
your  goal  and  follow  distribution  rule 
You  make  up  your  own  fund  name  ar 
symbol.  Performance  is  measured  1 
NAY.  Top  funds  get  new  cash — and  u 
vestors  attracted  to  the  funds'  succe* 
Those  at  the  bottom  suffer  redemption 

►  Best:  The  ultimate  contest.  Kam  plans 
hire  the  top  players  to  run  a  real-life  fund. 

►  Worst:  No  news  or  research. 

A  Wall  Street  Century 

www.awallstreetcentury.com 

This  game,  sponsored  by  BuyandHok 
is  meant  to  show  the  long-term  earr 
ing  power  of  DRIPs.  As  boring  < 
that  sounds,  the  game  is  ac 
\  dictive:  It  starts  in  1900  an 
\  ends  at  2000,  with  each  re; 

day  counting  as  a  year.  Ever 
/  "year"  you  get  a  salary  to  ir 
vest  in  an  ever-increasin 
pool  of  blue-chip  companie 
with  all  dividends  reinvested.  Ye: 
you  can  get  in  on  the  ground  floor  i 
legendary  companies  like  DuPont  an 
Microsoft.  The  catch  is,  the  game  selecl 
a  random  day  to  represent  the  year- 
just  because  tomorrow  is  1929  doesn 
mean  you  should  sell.  The  site  promise 
to  relaunch  the  game  soon. 

►  Best:  Great  for  novices  and  history  buffs 

►  Worst:  Limited  share  allocations  of 
stocks— like  Nike  at  9  in  1984.  Michael  Jor 
dan's  rookie  year. 
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ERSONAL  FINANCE 
i CAREERS 


Inline  Banking 

u  don't  do  your  banking  online  you  are  doing  yourself  a  serious 

;rvice.  According  to  Forrester  Research,  in  2000  more  than  9  million 
households  put  the  manual  effort  of  writing  and  mailing  checks 
nd  them  by  shifting  to  the  Web.  And  banks  are  catching  on  overseas, 
inuary,  for  example,  the  Macau  Branch  of  Bank  of  China  launched  its 
net-based  banking  site  (www.bocmacau.com).  At  most  of  these 
>,  you  can  use  automated  bill-paying  and  pull  up  integrated 
;ments,  which  track  your  checking,  credit  cards  and  loans  all  in  one 
b.  You  can  generate  customized  reports,  which  show  how  much  you 
;pending  on  education,  dinners  and  entertainment.  —Lea  Goldman 


Citibank  Online 

www.citibankonline.com 

Still  our  favorite  online  banking  site,  you  can't  go  wrong 
with  Direct  Access,  Citi's  comprehensive  online  suite  for  all 
your  banking  needs.  You  can  pull  up  financial  news  and 
research  reports  and  use  the  cleanly  designed  interface  to 
apply  for  loans,  IRAs  and  credit  cards.  You  can  set  up  a 
recurring  payment  to  the  phone 
company,  see  if  the  mortgage  check 
you  mailed  has  cleared  and  trade  stocks, 
bonds,  Treasurys  and  mutual  funds 
online.  Individual  payment  informa- 
tion is  available  for  the  past  90  days,  but 
you  can  pull  up  yearly  totals  to  see  how 
much  of  your  salary  went  to  pay  for 
your  cell-phone  bill.  The  customer- 
service  window  is  just  as  thorough, 
providing  an  in  box  for  e-mail  messages  from  the  bank. 
Need  to  send  Jimmy  some  cash  for  college?  Kudos  to  C2It, 
a  new  feature  that  lets  you  wire  money  via  e-mail.  You  can 
also  aggregate  all  your  accounts  here  (see  box,  p.  98). 

►  Best:  So  easy  to  use,  you'll  never  want  to  see  a  branch 
teller  again. 

►  Worst:  The  overwhelming  array  of  options  demands  that 
users  spend  some  time  customizing  the  site. 


American  Express 

www.americanexpress.com/banking 

Amex's  full-service  online  banking  site 
offers  all  the  traditional  banking  ser- 
vices, as  well  as  access  to  brokerage  ac- 
counts, loans  and,  of  course,  credit  card 
applications.  You  can  pay  bills  online 
for  free.  The  home  page  features  a  pull- 
down menu,  making  it  easy  to  jump 
from  banking  to  other  services  like 
mortgages  and  auto  loans.  You  can  also 
get  detailed  account  statements.  Once 
your  paycheck  hits  your  account,  make 
a  beeline  for  Amex's  travel  and  shop- 
ping pages  where  members  get  dis- 
counts on  everything  from  airfare  to 
baggage  insurance.  But  be  prepared  for 
a  dizzying  site  design  and  endless  clicks. 

►  Best:  Credits  four  ATM  charges  a  month 
for  withdrawals  at  unaffiliated  ATMs. 

►  Worst:  Features  like  loans  and  invest- 
ments do  not  fall  under  the  banking  rubric. 

Bank  of  Hawaii 

www.boh.com 

This  site  is  a  breeze  to  use  and  features 
all  the  basics  like  checking,  savings,  credit 
card  and  loan  informa- 
tion on  one  very 


Task:  Check  your  account  balance.  Citibank's 
site  is  slow  because  it  sends  you  on  a  circuitous 
route  to  check  your  balance.  You  also  have  to 
type  in  your  bank  account  number. 

Charles  Schwab 
Wells  Fargo 
Commerce  Bank 
Everbank.com 
E-Trade  Bank 
Bank  of  Hawaii 
American  Express 

Citibank  Online  

0  /  2  3 

Task  time  (minutes) 
Page  build  H      User  effort  H 


Source:  WebCriteria. 
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readable  statement.  Get  customized  re- 
ports on  transactions  by  category  or 
payee.  You  can  review  16  months  of 
transaction  history  and  generate  reports 
that  show  transactions  by  category — like 
how  much  you  spend  on  dinners  out. 
Bill-paying  feature  is  $6  a  month. 

►  Best:  Information  is  well  integrated  into 
one  statement.  Customer  support  is  24/7. 

►  Worst:  Only  available  to  new 
customers  with  income  greater  than 
$150,000  or  liquid  assets  worth 
$250,000  or  more. 

Charles  Schwab 

www.schwab.com 

If  you  are  trading  stocks  online  with 
Schwab,  why  not  try  banking?  Premium 
customers  (those  who  trade  at  least  12 
times  per  year  or  have  $100,000  in  in- 


vestable  assets)  get  Schwab  Access, 
which  include  basics  like  money- 
market  accounts,  ATM-fee  reimburse- 
ment and  online  bill  payment  ($7  for 
20  payments).  You'll  get  side-by-side 
statements  that  include  savings  ac- 
counts and  all  your  investment  portfo- 
lios. Thanks  to  Yodlee,  you'll  soon  be 
able  to  aggregate  all  of  your  accounts 
here  and  transfer  funds  between  them. 
This  site  offers  online  forms,  like  power 
of  attorney  authorization  and  updates 
of  an  IRA  beneficiary. 

►  Best:  Market  data  and  banking  services 
in  one  place. 

►Worst:  If  your  balance  falls  below 
$5,000,  you'll  be  charged  $25  per  quarter. 
Not  FDIC  insured. 

Commerce  Bank 

http://bank.cornmerceonline.com 

You  won't  get  lost  on  this  neatly  orga- 
nized page,  featuring  up-to-the-minute 
account  information  for  checking,  sav- 
ings, CDs  and  IRAs,  personal  loans  and 
credit  lines.  Transfer  balances  and  pay 


bills  quickly  (for  $5  per  month.)  There 
are  plenty  of  services  here,  like  expli- 
cations for  loans  and  credit  cards.  One 
quibble:  You'll  have  to  log  in  again 
to  use  the  online  brokerage 
services  page. 

►  Best:  Two  clicks  to  begin 
your  online  banking  session. 

►  Worst:  Hard-to-find  basic 
info,  like  policy  on  ATM 
withdrawals. 


WEB  TIP 

If  you  want  to  pay  bills 
automatically  online  or  pay 
bills  by  e-mail,  read  about 
sites  like  PayMyBills.com 
and  Ecount  at 
www.forbesbest.com 


But,  the  site's  nifty  layout  overcomp 
sates  for  the  irritation.  Expect  delay; 
up  to  five  days  on  deposits  made  at  \ 
ATMs.  Everbank  waives  the  $5  mont 
checking  fee  for  balances  ab 
$1,500.  And  be  sure  to  ch 
out  the  dozens  of  calculat 
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E-Trade  Bank 

www.etradebank.com 

This  virtual  bank  (formerly  TeleBank) 
does  as  good  a  job  as  any  of  its  real- 
world  rivals  at  delivering  a  wealth  of 
online  services.  Keep  tabs  on  check- 
ing, savings  and  money-market  ac- 
counts, and  transaction  history  goes 
as  far  back  as  one  year.  Its  integrated 
account  statements  page  is  easy  to  use 
and  customize.  Pay  bills  electronically, 
purchase  mutual  funds  and  CDs,  even 
apply  for  a  mortgage  online.  And,  of 
course,  you  can  trade  stocks.  One 
drawback:  E-Trade  reroutes  users  to 
different  sites  for  many  services,  like 
applying  for  a  car  loan  or  insurance. 

►  Best:  Design  is  clean  and  elegant. 

►  Worst:  Outsources  too  many  services. 

Everbank.com 

www.everbank.com 

This  branchless  bank  offers  checking, 
savings,  free  bill-paying  and  credit-card 
applications  on  its  well-designed  site. 
The  FAQ  page  is  a  nuisance,  you  have  to 
click  on  each  question  to  get  an  answer. 


Account  Aggregators 


in  the  Services  section. 
►  Best:  Three-month 
satisfaction  guarantee  or 
your  money  (plus  $50)  bad 
►  Worst:  Noninteractive  demo 
Also,  not  clear  how  far  back 
transaction  history  goes. 


Wells  Fargo 

www.wellsfargo.com 

At  Wellsfargo,  you'll  get  a  comprehe 
sive  array  of  banking  services,  like  chec 
ing,  savings,  money  market,  credit-ca 
and  mortgage  accounts.  Schedule  rea,| 
ring  payments  to  the  cable  company 
easily  transfer  funds  from  checking 
the  credit-card  company.  Online  br> 
kerage  features  are  equally  thorough  ar 
easy  to  use.  What  sets  Wells  Fargo  apa 
from  the  pack  are  the  "above  and  b 
yond"  features.  Heading  to  Paris  on  v, 
cation?  Order  francs  or  traveler's  checl 
for  next-day  delivery.  Was  there  a  mix-i: 
over  the  last  car  payment?  Order  copit 
of  the  check  online.  And  for  those  st; 
floundering  in  holiday  bills,  sign  up  fc 
the  Debt  Reduction  Planner.  Free  bil 
paying  for  customers  who  keep  at  lea; 
$5,000  in  their  accounts;  the  service  cos 
$5  per  month  for  smaller  balances. 
►  Best:  Click  through  to  one  place  to  get 
information  on  all  your  accounts. 
►Worst  You  can't  access  account  informs 
tion  on  CDs  and  many  types  of  loans. 


If  one  bank  or  brokerage  site  doesn't  meet  all  your  needs,  consider  using  an  account  ag- 
gregating service  like  Yodlee  (www.yodlee.com)  or  VerticalOne  (www.verticalone.com). 
Sign  up  for  free  and  they  will  retrieve  your  e-mail,  your  frequent-flier  miles  along  with 
your  bank,  brokerage  and  retirement  account  information.  That  way,  instead  of  clicking 
your  way  through  multiple  sites,  you'll  be  able  to  get  all  your  info  with  just  one  click. 
These  services,  now  incorporated  into  the  offerings  of  sites  like  Citibank,  Chase  and 
Schwab,  will  also  let  you  create  customized  charts  and  tables  of  your  spending  habits. 

This  so-called  screen  scraper  business  is  growing  fast.  In  December  Yodlee  and  Ver- 
ticalOne agreed  to  merge,  aggregating  1.5  million  accounts  from  425,000  consumers, 
with  $10  billion  of  assets.  That  places  them  way  ahead  of  others  like  ByAIIAccounts  and 
EBalance.  But  before  this  business  takes  off,  users  will  have  to  overcome  worries  about 
disclosing  all  their  financial  details  to  a  single  site.  — L.G. 
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Financial  Planning 

Until  recently  only  the  affluent  could  afford  a  professional  financial 

adviser.  Now,  thanks  to  the  Web,  just  about  everyone  can.  According  to 
Forrester  Research,  about  2  million  households  currently  turn  to  the  Web 
for  planning  advice.  By  2005,  20  million  households  will  use  the  Web  to 
help  them  manage  their  investments,  40l(k)  or  college  savings  plans. 
More  sophisticated  (and  costly)  sites  let  you  plug  in  your  personal 
information  and  get  back  specific  suggestions,  such  as  a  different  asset 
allocation  strategy  based  on  your  needs.  —Carrie  Coolidge 


How  can 

you  do 

better? 

We  can  help. 


Financial  Engines 

www.financialengines.com 

Cofounded  by  William  F.  Sharpe,  the  1990  Nobel  Prize 
winner  for  economics,  this  is  a  great  site  for  customized 
retirement  planning  advice.  The  free  service  lets  you 
run  your  portfolio  through  its  proprietary  model.  It 
then  forecasts  the  likelihood  of  reaching  your  long- 
term  goals.  Pay  $15  per  quar- 
ter and  get  fund  recommen- 
dations for  one  tax-deferred 
account.  It  advised  us  to  shift 
25%  of  our  401  (k)  money 
from  an  aggressive  growth 
fund  to  a  more  conservative 
fund.  You'll  also  get  a  forecast 
of  your  investments  and 
analysis  of  12,000  mutual 
funds  and  8,000  stocks.  For  $40,  get  advice  for  an  un- 
limited number  of  tax-deferred  accounts. 
►  Best  Lots  of  guidance,  like  how  to  accurately  determine  the 
value  of  everything  from  collectible  art  to  your  pension  plan. 
►Worst  No  recommendations  on  taxable  investments. 


finonciol  future 


AdviceAmerica 

www.adviceamerica.com 

This  subscription-based  finan- 
cial advice  engine  assists  with 
everything  from  estate  plan- 
ning to  insurance  planning. 
The  site  analyzes  your 
financial  history,  then  gives 
advice  on  how  to  achieve 
goals.  Create  "what  if  scenar- 
ios: What  if  you  want  to  retire  at  50 
instead  of  58?  AdviceAmerica  will  tell 
you  how  to  reach  that  goal.  For  $29  per 
quarter  you'll  get  advice  based  on  your 
risk  profile  and  time  horizon. 


WEB  TIP 

For  dozens  of 
financial  planning 
calculators,  go  to 
www.financenter.com 


►  Best:  Lets  you  plan  for  specific  goals 
like  buying  a  new  home. 

►Worst:  No  sampling.  You  must  pay 
a  fee  for  the  services. 


Financeware.com 

www.fplanauditors.com 

Created  for  financial  plan- 
ning professionals,  but  a 
great  site  for  individual  in- 
vestors, too.  After  inputting  de- 
tails on  your  assets,  liabilities,  income 
and  risk  tolerance,  the  site  generates  a 
detailed  report  estimating  the  value  of 
your  holdings  from  now  until  your 


death.  Most  functions  are  free,  but 
$130  per  year,  you  can  tap  into  pla 
ning  models  using  more  sophisticat 
probability  analysis  methods. 

►  Best:  Find  out  if  you'll  outlive  your  mon 

►  Worst:  Best  suited  for  those  with  a 
financial  pro.  Less  general  advice. 

MyCFO 

www.mycfo.com 

Financial  planning  for  the  rich  (MyCFC 
275  clients  have  a  total  net  worth  of  $ 
billion).  If  you  sign  on,  you  get  a  fina 
cial  adviser  with  whom  you  can  inters 
in  person  via  telephone  or  through  t 
site.  Founded  by  Net  evangelist  li 
Clark,  this  site  offers  advisory  servic 
from  estate  planning  to  philanthropy, 
stores  your  financial  info,  then  trac 
your  cash  flow  and  your  realized  and  u 
realized  gains. 

►  Best:  Specialized  services  let  you 
establish  your  own  private  foundation. 

►  Worst:  Not  for  everyone.  Service  is 
optimized  for  clients  with  a  net  worth  of ; 
least  $10  million. 

SmartMoney.com 

www.smartmoney.com/retirement 

Don't  plan  on  enjoying  your  retir< 
ment  unless  you  do  something  about 
now.  Besides  insightful  articles  o 
40l(k)s  and  IRAs,  this  site  also  provid< 
lots  of  advice.  Here,  you'll  learn  aboi 
whether  you  need  to  switch  funds,  cor 
sider  a  new  IRA  or  review  your  asset  a 
location.  Should  you  invest  for  your  r< 
tirement  by  putting  money  int 
variable  annuities?  An  in-depth  stoi 
explains  why  you  shouldn't. 

►  Best:  Figure  out  how  much  you  need  I 
save  for  retirement  and  how  long  that  mont 
will  last  by  using  the  site's  worksheets. 

►Worst:  All  the  ads  gi\ 
it  a  sales-flyer  look. 


Forbes 


www.forbes.com/finance 

There  are  more  things  to  do  at  Forbes.com  than 
track  your  stocks.  You  can  get  detailed  company 
info  and  free  e-mailed  investment  newsletters, 
as  well  as  uncover  a  trove  of  articles  on  retire- 
ment, insurance  and  estate  planning. 
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(   DRAW  THE   blUepnntS   TO  YOUR  FUTURE 
AND  WE?LL  HELP  YOU  BUILD  IT.  ) 


PURSUE   yOlir  VISION 


MainStay  Funds  offer  consistency,  quality  and 
performance  for  those  focused  on  achieving  their 
goals.  Contact  your  financial  advisor  for  a 
prospectus  and  more  information. 

www.mainstayfunds.com    1  -800-MAINSTAY 

Investment 
Management  LLC 


New  York  Life  Investment  Management  is  the  investment  advisor  to  the  MainStay  Funds.  Securities  are  offered  through  NYLIFE  Distributors  Inc., 
300  Interpace  Parkway,  Building  A,  Parsippany,  NJ  07054.  The  prospectus  contains  information  on  risks,  advisory  fees,  other  charges,  and  share  classes. 
Please  read  it  carefully  before  you  invest.  ©2001.  All  rights  reserved. 
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Headhunters 

Looking  for  a  high-level,  high-paying  executive  job?  You  may  want 

to  shun  the  Web's  cluttered  job  boards.  Instead,  visit  a  headhunting  site. 
The  better  sites  let  you  conduct  the  whole  job  search  process  online, 
while  guaranteeing  that  your  boss  won't  find  out.  Some  also  have  job 
boards  that  allow  registered  users  to  scan.  Eventually,  you'll  end  up  on  the 
phone  with  a  recruiter  and  have  to  go  through  the  normal  face-to-face 
interviews.  But  the  Web  can  be  a  great  resource  to  get  the  ball  rolling 
without  raising  your  current  boss'  suspicions.  — Chana  R.  Schoenberger 


GlocapSearch 
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Glocap  Search 

www.glocapsearch.com 

If  you  don't  want  a  colleague  to  hear  you  on  the  phone  with 
a  headhunter,  check  out  Glocap  Search,  a  large,  private 
equity  search  firm  based  in  New  York  City.  Glocap,  which 
recruits  for  private-equity  firms  as  well  as  for  its  portfolio  of 
venture-backed  companies,  is  especially  helpful  if  you  want 
a  job  in  finance,  technology,  law  or 
management.  Glocap  recendy  placed 
former  Claris  Corp.  President  Daniel 
Eilers  as  a  general  partner  at  Van- 
guard Ventures.  To  use  the  site,  cre- 
ate a  free  account  and  upload  your 
resume.  Once  registered,  you  get  job 
postings  by  e-mail.  Before  you  can 
have  an  interview,  though,  you'll 
need  to  meet  with  someone  from  the  site. 
lo-Best:  Currently  lists  about  60  top-level  positions. 
►  Worst:  Privacy.  Investment  bankers,  for  example,  are  asked  to 
post  specific  deals  they  have  worked  on. 


BrilliantPeople.com 

www.brilliantpeople.com 

The  brightly  decorated  BrilliantPeople 
is  a  hybrid  job-board/headhunter  site. 
Surf  job  postings  or  merely  enter  your 
resume  into  the  company's  database. 
The  site  is  well  managed  by  search  firm 
Management  Recruiters  International. 
If  you  fit  the  description  of  an  opening 
for  a  chief  financial  officer  at  a  health 
care  firm,  one  of  MRl's  5,000  recruiters 
will  call  you.  MR!  promises  that  your 
resume  won't  be  accessible  to  anyone 
but  its  own  staffers,  so  your  boss  can't 
search  for  your  name  on  the  site  even  if 
your  company  is  an  MRI  client. 


►  Best:  Compare  a  salary  offer  in  a  different 
city  against  your  current  salary. 
►Worst  MRI  is  part  of  a  large  conglomerate. 
Don't  expect  the  same  attention  you 
would  get  at  a  boutique. 

WEB 


free,  but  takes  about  an  hour.  If  y< 
match  up  with  a  client's  needs,  a  r 
cruiter  will  do  a  video  interview  wi 
you.  The  site  promises  never  to  reve 
your  data — or  even  the  fact  that  you 
registered — without  your  consent. 

►  Best:  E-mail  a  Recruiter  feature  for  yc 
specific  questions. 

►Worst:  Unlike  other  sites,  only  offers 
Korn/Ferry's  listings  here. 

Headhunter.net 

www.headhunter.net 

With  6.5  million  visits  a  month  ai 
postings  from  some  10,000  employe 
this  site  gets  noticed.  The  average  sala 
is  $70,000  and  you  can  search  for  jo 
13  different  ways — by  industry,  say, 
by  geographical  location.  Apply  for  a  j< 
online  and  Headhunter.net  promises  s 
crecy,  claiming  that  your  current  er 
ployer's  computer  logs  won't  she 
you've  visited  the  site. 

►  Best:  Click  the  Boss  Button  and  you  will 
instantly  whisked  to  the  middle  of  an  innoc 
ous  news  story. 

►  Worst:  The  site  gets  paid  upfront  by  ei 
ployers.  Thus,  its  Web  headhunters  have  le 
incentive  than  the  real-world  types. 


Futurestep 

www.futurestep.com 

This  site  is  the  middle- 
management  recruitment 
arm  of  Korn/Ferry  Interna 
tional,  the  giant  known  for 
high-profile  chief  executive  searches 
like  the  current  hunt  for  Jill  Barad's  re- 
placement at  Mattel.  Salaries  range 
from  $75,000  to  $150,000.  Signing  up  is 


LeadersOnline 

www.leadersonline.com 

This  site,  from  Heidrick  &  Struggle 
serves  job  seekers  looking  to  mal 
$75,000  to  $200,000.  Middle  manage 
and  small-company  executiv 
TIP  N.   can  register  for  free.  Listin 
If  you  are  seeking  a   \  are  exclusive;  Heidrick  do 


www.netshare.com.  It  and 
28  other  job  sites  are 
reviewed  at  Forbes- 
best.com. 


position  paying  more  than  \  not  COmPete  against  oth 
$100,000,  check  out        .     ,,     r  ° 

headhunters.  You  must  pa 

a  battery  of  screens  befo 
you  get  to  an  interview. 
►  Best:  Access  to  a  high-quali 
retained  search  firm. 
►  Worst:  Want  to  talk  to  a  recruiter  on  tl 
phone?  Unless  you've  been  matched  to  a  ji 
opening  in  the  database,  you  can't. 
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With  the  pace  of  e-business  today,  swift  decision 
making  has  never  been  more  important.  Or  more 
challenging.  Yet  most  decision-support  software 
remains  too  narrowly  focused  on  one  discipline 
or  another  to  provide  a  broad  view  of  your  total 
organization.  But  with  e-Intelligence  from  SAS, 
you  can  track  information  from  anywhere  across 
your  enterprise,  providing  the  framework  for  real 
performance  management.  Enabling  you  to  align 
your  company  around  common  goals.  Measure 
progress  daily,  even  hourly.  Deliver  information 
into  the  right  hands,  at  the  right  time.  And  make 
decisions  while  they  still  can  make  a  difference. 
For  more  details  about  how  e-Intelligence  from 
SAS  can  improve  your  company's  performance, 
call  1-800-727-0025  or  stop  by  www.sas.com. 


The  Power  to  Know,, 


\tmH  e- Intelligence 
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Tax  Planning 

Tax  time  is  here  and  that  can  mean  lots  of  headaches.  These  sites  will 

ease  the  pain.  Many  offer  federal  and  state  tax  forms  online.  They  help  you 
figure  out  how  your  investments,  impending  divorce  or  recently  exercised 
options  will  impact  your  taxes.  If  you're  not  sure  about  changes  in  tax 
law,  you  can  ask  questions  and  get  e-mailed  responses  from  tax 
specialists.  But  beware,  there's  lots  of  bad  tax  advice  online  (see  story 
p.  41).  When  you  are  finally  ready  to  file  your  taxes,  it  is  easy  to  do  it  over 
the  Web— roughly  30  million  did  so  last  year.  —Kerry  Hannon 
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THEDIG1TALDAILY 


IN  TODAY'S  ISSUE 

I  Tmn  Forms 


Teenager  Tanya  Taylor 
Tries  To  Tackle  Taxation 
Training...  Interactively 


New,  Improved 

Frequently  TYLER.  TX  Hub  school 
A   ■     ■  ,1"™  to  &«■"'■*.'*»>. 


Internal  Revenue  Service 

www.irs.gov 

The  well-designed  site  offers  hundreds  of  downloadable 
tax  forms  and  publications.  There  are  details  about  how  to 
file  electronically  and  you  can  submit  tax-law  questions 
and  get  responses  via  e-mail.  Scour  the  small-business 
center  to  get  instructions  on  filing  requirements  and  the 
tax  implications  of  providing  employee  retire- 
ment plans.  While  excellent,  the  site  has  some 
drawbacks.  A  rigorous  search  turned  up  some 
stale  information.  In  the  IRS  News  Stand  part 
of  the  site,  there  is  a  section  entitled  Tax  Cal- 
endar for  Small  Businesses.  But  the  calendar  is 
for  1999.  The  Around  the  Nation  section  still 
shows  events  that  took  place  one  year  ago. 
Those  issues  should  go  away:  The  IRS  says  it 
has  big  plans  to  upgrade  the  site. 

►  Best:  Hundreds  of  IRS  forms  and  publications 
at  your  fingertips. 

►  Worst:  No  state  forms.  Plus,  the  tax  law  answer 
center  doesn't  always  give  the  correct  answers. 


Fairmark  Press  Tax  Guide  for 
Investors 

www.fairmark.com 

Kaye  A.  Thomas,  a  tax  lawyer  from 
Chicago,  is  always  expanding  his  excel- 
lent Tax  Guide  for  Investors.  Thomas 
offers  clear  commentary  on  confusing 
subjects  such  as  the  "wash  sale"  rule, 
and  the  difference  in  tax  payments  for 
traders  and  investors.  The  reference 
room  is  a  sample  fair  with  download- 
able IRS  forms,  and  info  on  this  year's 
tax  rates,  personal  exemptions  and 
standard  deductions.  Find  out  if  you 
can  use  the  money  you  put  into  a  cus- 
todial account  for  your  kids  to  buy  a 


ing  sites  where  you  can  get  info  on  ho- 
to  deal  with  an  audit  and  where  to  tur 
for  helpful  resources  to  pull  yo 
through  the  nail-biting  process  of  com 
pleting  your  taxes.  You  can  file  your  re 
turn  electronically.  There  is  also  a  saw 
section  on  state  and  local  tax  issues. 

►  Best:  One-stop  shopping  from  educatio 
to  filing  returns. 

►  Worst:  Design  is  almost  nonexistent  an 
can  be  unwieldy  to  navigate. 

TaxCut.com 

www.taxcut.com 

This  joint  venture  between  the  publish 
ers  of  Kiplinger's  Personal  Finance  mag 
azine,  H&R  block  and  Microsoft  is  re 
ally  best  for  folks  who  want  to  fill 
online.  The  purpose  of  this  simple  sit< 
is  to  get  you  to  manage  your  taxes  anc 
file  them  on  the  Web.  You'll  also  fine 
answers  to  some  important  questions 
like  how  to  file  a  return  for  a  deceasec 
taxpayer. 

►  Best:  E-filing  is  easy  even  for  fairly  compli- 
cated returns. 

►  Worst:  Constant  plugs  for  H&R  Block 
Kiplinger's  and  Microsoft. 


new  car.  (If  it  benefits  the  child,  you 
can.)  On  his  message  board,  Thomas 
takes  on  wide-ranging  and  sometimes 
arcane  questions. 

►  Best:  Free  tax  info  from  a  pro 

►  Worst:  Too  many  plugs  for 
his  new  book  on  employee 
stock  options. 


TaxPlanet.com 

www.taxplanet.com 

Looking  for  tax  tips  or  want  to  know 
what  tax  bills  are  pending  in  Congress; 
You'll  find  reams  of  concisely  writter 
information  on  topics  like  handling 
charitable  deductions,  and  dealing  with 
capital  gains  and  losses  on  gambling 
debts.  Pick  up  pointers  on  how  to  treal 
club  membership  dues  and  pay  taxes 
on  inherited  property.  Edited  by  tax 
columnist  Gary  Klott,  the  site  has  2 
well-researched  section  on  year-round 
tax  planning.  Frequent  updates 
WEB  TIP    \.  keep  you  current  with  tax 
Find  out  how  variable  \  law.  You  can  also  pick  up 
life  insurance  can  cut  your  \  state  ancj  federal  tax  form< 
tax  bill  and  other  tax 


Tax  and  Accounting 
Sites  Directory 

www.taxsites.com 

Margaret  Milner  Richardson,  the 
former  IRS  commissioner,  swears  by  the 
content  here.  The  site  provides  a  num- 
ber of  useful  links  to  tax  and  account- 


.  here  and  tap  into  thf 
strategies  in  the  Personal  /  .  . 

Finance  section  of    j  Quick  Reference  section  il 
www.forbes.com.  /   you  need  to  find  out,  say,  tax 
treatment  of  Investment  in- 
come for  children  under  age  14. 

►  Best:  The  year-end  tax  guide. 

►  Worst:  Since  this  site  tries  to  cover  so 
much,  info  for  some  topics  is  skeletal. 
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There's  a  lot  more  to  the  Internet  than 
dot  com.  Capacitors,  oscillators,  fiber  optic 
components,  semiconductor  fabrication 
parts  and  ceramic  IC  packages  for  a  start. 
Glamorous?  No,  but  they  are  essential  to 
the  technologies  that  make  the  Internet  so 
powerful.  As  a  world-leading  manufacturer 
of  these  components,  the  Kyocera  Group 
has  helped  fuel  the  exponential  growth 
enjoyed  by  e-businesses  and  service 
providers.  By  supporting  those  businesses, 
our  components  help  make  the  Internet 
exciting  for  everyone. 

Our  components  are  marketed  under  the  Kyocera, 
AVX  and  Elco  brands. 

Pictured  is  the  Elco  series  6240  connector  —  One  of  the 
world's  most  advanced.  It's  an  essential  component  for 
connecting  arrays  of  circuits  that  allow  for  smaller,  more 
reliable,  more  flexible  electronics. 


ersonai  EinanceJL  Car eei 

Watercoolers 

Watercooler  chitchat  is  only  as  good  as  the  people  gathered  around 

the  cooler.  The  same  is  True  online.  Web  sites  dedicated  to  inside-company 
scoop,  gossip  and  rumors  are  only  worthwhile  if  people  log  on  and  indulge  in 
free-for-all  banter  about  their  bosses,  salaries  and  co-workers.  Not  many 
live  up  to  their  tell-all  potential.  We  did  find  sites  where  employees  dwell  on 
industry  issues  (lawyering)  and  workplace  woes  (that  bitchy  boss).  Need 
to  vent?  The  Net  could  be  a  safer  place  than  the  watercooler— where  you 
never  know  who  may  be  lurking  nearby.  —  Joanne  Gordon 


Vault.com 

www.thevault.com 

At  Vault.com  gratuitous  gossip  abounds.  JP  Morgan 
employees  whine  about  being  charged  to  attend  the 
firm's  Christmas  party,  while  Salomon  Smith  Barney 
staff  rant  about  a  giant  penis  picture  in  the  lobby. 
Law  firm  boards  get  busy  at  bonus  time,  but  year- 
round  investment  banking,  high-tech  and  consulting 
get  the  most  gripes.  The  day 
Internet  consulting  firm 
Scient  laid  off  460  people, 
employees  yapped:  "It  was 
organized  with  gas  chamber 
precision,"  and  "It's  about 
time  we  clean  house." 
Browse  through  the  225,000 
messages  posted,  scour  the 


VAULT 


Taking  an  Internet  break 


3,000  company  boards  or  visit  the  70  industry 
boards. 

►  Best:  Well  fed  with  loyal,  chatty  visitors. 

►  Worst:  Some  discussion  boards  are  skeletal. 


Biotech  Rumor  Mill 

www.biofind.com/rumor 

This  is  the  place  to  get  inside  scoops  on 
the  biotech  industry.  Search  rumors  by 
subject:  diagnostics,  veterinary,  medical 
devices,  pharmaceutical.  Chat  about 
everything  from  internal  company  tur- 
moil to  genetic  testing,  though  people 
here  are  not  always  in  the  know:  A  No- 
vember query  to  confirm  acquisition  ru- 
mors for  one  outfit  got  13  anonymous 
responses,  but  no  definitive  answer.  Also 
a  jobs  database,  industry  events  calen- 
dar and  press  release  postings. 
►Best:  The  tool  that  lets  you  filter  messages. 
►Worst;  Too  many  anonymous  oosts. 
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search  Hall  of  Fame  for  nearly 
companies  that  died. 

►  Best:  Great  place  to  track  dot-coms'  demi 
►Worst:  Messages  are  often  based  more 
emotion  than  substance. 

Greedy  Associates 

www.greedyassociates.com 

Dedicated  to  the  lawyering  life.  Sala 
issues  prevail  on  4,400  message  boa 
postings  and  the  site's  creators  claim 
have  stimulated  industry  wage  wa 
Firms  can't  hide  their  big  pay  or  goss 
One  posting  warns  that  a  litigatic 
partner  at  Skadden,  Arps'  San  Francis 
office  is  a  "major  yeller."  Topics  mea 
der  to  bar-exam  blues,  politics  and  tl 
merits  of  family  law.  Inquiries  usua 
get  thoughtful  replies. 

►  Best:  Candid— learn  that  Skadden,  Ar 
lawyers  start  at  $140,000  plus  bonus. 
►Worst:  Search  by  message  topic  doesn't 
always  work  well.  You  can,  though,  search 
by  number. 


WorkingWounded.com 

www.workingwounded.com 

This  site  adds  insight  to  injury  with  ac 
vice  on  workplace  issues  not  found  i 
employment  manuals.  In  Novembe 


F***ed  Company 

www.fuckedcompany.com 

Unapologetic,  anonymous  contributors 
bask  in  the  glory  of  dot-com  failures, 
slipups  and  pink  slips.  After 
Viant's  layoffs:  "No  one  both 
ered  to  tell  me  in  person 
that  I  was  sacked,  I  found 
out  from  a  co-worker  who 
was  reading  an  e-mail  from 
the  CEO."  Philip  Kaplan,  the 
25-year-old  programmer  who 
runs  the  site,  keeps  no  logs  so  your 
secrets  are  safe.  He  posts  daily  topics  and 
j  the  comments  roll  in.  Place  bets  on 
i  companies  going  out  of  business  or 
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Zina  queries:  "What  do  you  do  whe 
your  female  boss  is  always  hugging  ever 
jj->^  female  in  the  office?  Is  this  sex 
WEB  TIP   \   ual  harassment  if  the  woma: 
is  not  gay?"  Message  board 
feature  gripes  about  thing 
like  giving  money  when  co 
/  workers  ask  for  donation: 
The  Confessional  Corne 
(one  guy  admitted  diat  he  pee 
in  the  boss'  coffee  cup)  lets  other 
absolve  or  damn  regretful  behavior. 
►  Best:  Not  too  cynical  or  too  goody-goody 
►Worst:  Needs  more  specific  gossip. 


Watercooler  sites  are 
not  just  for  job  seekers. 
They  sometimes  post  inside 
information  useful  to 
investors.  / 
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PeopleSoft  Customer  Relationship  Management 

Deepen  the  relationships  that  power  your  enterprise.  Now,  exclusively  with 
PeopleSoft,  you  can  identify  your  most  profitable  customers  and  optimize 
your  business  to  meet  their  needs.  What's  more,  you  can  do  it  from 
anywhere — a  web  browser,  a  cell  phone,  a  PDA,  or  even  a  pager.  PeopleSoft 
CRM  seamlessly  coordinates  your  business  processes,  helping  every 
department  and  channel  deliver  on  customer  expectations.  From  your  sales 
force  to  your  call  center,  analytics  provide  insight  at  each  touchpoint  of 
your  enterprise.  To  learn  how  PeopleSoft  can  help  you  get  more  out  of  your 
relationships,  call  1-888-733-8277. 

Integrated   •   Pervasive   •  Insightful 


CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


peoplesoft.com/crm 


i 


General  Travel 

Travel  is  one  area  of  Web  commerce  that  continues  to  expand,  with 

more  than  $12.2  billion  in  online  bookings  last  year.  In  June  United.  American, 
Delta.  Northwest  and  Continental  airlines  plan  to  launch  Orbitz,  a  Web-based 
flight-booking  company.  If  approved,  it  could  ground  many  of  the  shakier 
travel  booking  sites.  With  competition  heating  up.  travel  sites  are  racing  to 
offer  customers  more  bells  and  whistles.  For  business  travelers,  wireless 
access  is  being  offered  as  are  handy  mileage  tracking  tools  (see  story  p.  50). 
However,  with  thousands  of  travel-related  sites  out  there,  it's  easy  to  waste 
time  trying  to  be  your  own  travel  agent.  The  content-rich  sites  below  will  keep 
you  from  wandering  aimlessly  around  cyberspace.  —Nicole  Ridgway 


Expedia.com 

www.expedia.com 

User- friendly,  content-rich  and  loaded  with  sendee.  Use 
this  site  to  research  or  book  anything  from  a  log-cabin 
getaway  in  the  Smoky  Mountains  to  a  scuba-diving  ad- 
venture in  the  Red  Sea — complete  with  all  the  planes, 
trains  and  automobiles  to  get  you  there.  Thinking  about 
April  in  Paris?  Take  the  360° 
I  tour  of  Montmartre  cafes.  Score 
tickets  to  the  opera.  Or  choose 
from  more  than  700  hotels  in 
the  Paris  metro  area.  Separate 
channels  for  business  travelers, 
golfers,  adventurers  and  families 
help  narrow  the  choices.  Fre- 
quent fliers  will  appreciate  the 
wireless  flight-  and  fare-tracking 
tools.  Road  trippers  can  scour 
the  detailed  maps.  And  bargain 
hunters  will  relish  the  new  Priceline-knockoff  name- 
your-own-price  serv  ice  for  hotel  rooms  and  plane 
tickets — not  to  mention  the  daily  deal  board.  Warning: 
flight  search  engine  can  be  painfully  slow. 
£-Be$t:  No  forms  to  fill  in  until  you're  ready  to  book. 
►W*rst:  Slow,  and  driving  directions  often  circuitous. 


Expedaxon 


P 


I  OBf  lT,o»S' 


Slide  Show 
Cancun 


I 


American  Express 

http:  7travel.americanexpress.com 

Beat  out  by  Favorite  Expedia  mostly  be 
cause  of  Amex's  higher  prices.  (Usin 
Expedia,  we  saved  S800  on  our  Newark 
Phoenix  roundtrip  ticket.)  That  saic 
Amex's  speedy  site  (see  below)  offers  ai) 
hotel,  cruise  and  car  rentals — and  a: 
impressive  array  of  last-minute  pack 
ages.  But  the  Amex  site  really  shines  ii 
research  tools:  links  to  CitySearch 
Fodors,  Zagats  and  sites  for  Playbill 
Ticketmaster  and  MovieFone.  Ant 
then,  of  course,  there  are  the  financia 
serv  ices  including  traveler's  checks  an« 
flight  insurance.  There  are  also  currenc 
converters,  free  e-mail  service,  map' 
and  an  ATM  finder. 

►  Best:  Deep  archive  of  articles  from 
Travel  &  Leisure  magazine. 

►  Worst:  Site  has  the  design  creativity  of 
an  Amex  card  bill. 

Away.com 

http:  /away. com 

Forget  Vegas  and  Orlando.  If  the  un- 
beaten path  beckons,  Away.com  will  gel 
you  there,  with  more  than  10,000  entic- 
ing, well-crafted  packages  and  tours. 
Search  by  destination,  activity  or  type  ol 

—  traveler  (solo,  senior 

TIME  etc.).  Offerings 

 CHECK   


Task:  Book  a  trip  to  Hawaii,  with  flight,  hotel 
room  and  rental  car.  Expedia  has  richer  con- 
tent, but  Amex  lets  you  book  the  trip  faster 
because  the  site  remembers  your  preferences. 
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range  from  heli-skiing  in  Alaska  to 
scuba  diving  in  Thailand  to  birdwatch- 
ing  in  Ecuador.  Fascinating  articles  on 
everything  from  carnival  traditions 
around  the  world  to  the  forgotten  cas- 
tles of  central  Europe.  Recently  began 
offering  weekend  getaways  through  a 
partnership  with  Site59.com. 

►  Best:  The  comprehensive  Trip  Finder. 

►  Worst:  No  online  booking.  And  not  for 
the  deal  hunters. 

Biztravel.com 

www.biztravel.com 

Everything  for  the  corporate  traveler 
from  hotels  and  rental  cars  to  last- 
minute  charter  flights.  Wireless  services 
allow  travelers  to  check  and  book  flights 
while  on  the  road.  Even  after  you  make 
reservations,  the  site  keeps  searching  for 
seat  upgrades  and  cheaper  flights,  alert- 
ing you  right  up  until  check-in  time. 
Filling  in  the  customer  profile  is  a  bear, 
but  worth  it:  The  site  tracks  your  itiner- 
aries and  frequent-flier  miles  to  help  ex- 
pedite future  planning. 

►  Best:  Insightful  and  quirky  travel 
columns  and  the  Traveler  Toolkit. 

►  Worst:  Response  times  were  sluggish 
for  flight  and  hotel  availability  searches. 

Concierge.com 

www.concierge.com 

Travel  features  and  comprehensive  di- 
rectories on  everything  from  ecotours 


to  spas.  Read  stylish  stories  from  Condi 
Nast  Traveler,  including  its  many  help- 
ful lists  (Top  50  Golf  Resorts,  Top  40 
Spas).  Use  the  Place  Wizard  to  pinpoint 
a  destination  and  the  Bed  &  Breakfast 
Finder  to  land  homey  accommoda- 
tions. Keep  your  own  travelogues  on 
the  site  or  swap  tips  with  f  !low  travel- 
ers in  one  of  many  forums.  Advice 


columns  and  Insider  Guides  provide 
city  maps,  restaurant  picks  and  goings- 
on  at  your  destination. 

►  Best:  Awe-inspiring  slide  shows. 
►Worst:  Some  maps  sorely  lack  detail. 

Fodors.com 

www.fodors.com 

A  two-time  FORBES  Favorite.  Destina- 
tion guides  handily  cover  the  basics, 
from  local  history  and  sights  to  the  best 
places  to  stay  and  eat.  But  they  also  take 
you  a  step  beyond,  with  content  like  the 
seven  "wackiest"  museums  in  America 
or  the  favorite  Paris  haunts  of  famous 
writers  and  artists.  Separate  channels 
serve  the  special  needs  of  business  and 
family  travelers.  If  you  don't  know  the 
native  tongue,  check  out  the  Living 
Language  section  with  written  and  spo- 
ken translations  of  more  than  600 
phrases  in  four  languages.  Also  helpful: 
travel  advisories,  packing  advice  and  an 
extensive  section  on  how  to  take  travel 
photos  like  a  pro. 

►  Best:  Get  critical  feedback  in 
the  Rants  &  Raves  review 
section.  And  the  forums  are 
the  best  around:  deep,  well- 
organized  and  searchable. 

►  Worst:  No  booking,  just 
looking— must  link  to  Expedia 


fill,  easy-to-surf  site  specializes  in  cr 
ative  weekend  packages  that  take  y( 
anywhere  from  Las  Vegas  to  London, 
of  now,  packages  are  available  from  \ 


n^r^^^k        ,—*  '**  **  •* 


WEB  TIP 

For  reviews  of  more 
low-fare  sites  like 
Cheaptickets.com  and 
Hotwire.com,  go  to 
www.forbesbest.com. 


SideStep 

www.sidestep.com 

Our  pick  for  cheap  fares.  This  one- 
trick  site  digs  for  deals  on  flights,  hotel 
reservations  and  car  rentals.  A  quick 
download  creates  a  sidebar  for  your 
browser,  and  registration  is  not  re- 
quired until  booking.  Our  search  for 
last-minute  weekend  flights  from  New 
York  to  San  Francisco  netted  3 1  results 
starting  at  $312.  Checking  the  same 
itinerary  on  Expedia  and  Travelocity 
brought  back  flights  starting  at  $1,059 
and  $  1 ,039,  respectively. 

►  Best:  Searches  fast,  and  remembers 
results  if  you  leave  the  page. 

►  Worst:  Not  available  for  Mac  users. 

Site59 

www.site59.com 

For  spontaneous  sojourns.  This  color- 


U.S.  cities  to  destinations  in  the  U.S 
Canada,  Europe  and  the  Caribbeai 
All-inclusive  packages  offer  deeply  di; 
counted  leftover  plane  seats  and  hot 
rooms,  then  bundles  them  with  a 
rentals,  dinner  reservations,  chauffeu! 
and  theater  tickets.  The  total  price  pt 
person  usually  runs  less  than  $50( 
Search  packages  by  Red  Carpet  (posh 
or  Local  Flavor  (nontouristy),  the 
choose  city  and  dates.  But  be  warnec 
this  is  for  true  procrastinators.  N 
bookings  further  ahead  tha 
two  weeks. 

►  Best:  Stylish,  imaginative- 
and  easy  on  the  wallet. 

►  Worst:  Finding  the  right 
package  is  hit  or  miss.  We 

searched  for  Seattle  and  endec 
up  with  information  on  London. 


Travelocity.com 

www.traveiocity.com 

Since  merging  with  Preview  Travel 
Travelocity  has  evolved  into  a  one-sto] 
travel  click,  with  access  to  more  thai 
47,000  hotels,  50  car-rental  agencie 
and  6,500  tour  and  cruise  packages.  I 
also  provides  a  bounty  of  informatioi 
and  services:  Choose  the  degree  of  dif 
ficulty  for  your  trek  through  Morocco 
chat  with  fellow  travelers  or  find  a  be< 
and  breakfast  anywhere  from  Delawari 
to  Dublin.  Shoestringers:  use  the  Bes 
Fare  Finder,  check  out  the  site's  fea 
tured  deals  and  find  tips  on  how  t( 
bargain  with  the  best  of  'em. 
►  Best:  Offers  wireless  booking. 
►Worst:  Cramped  home  page  and 
minuscule  text. 
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My  hours.  My  dress  code. 
My  rent-a-car  company" 


Hertz  offers  a  special  low  rate  for 
small  businesses.  Like  yours. 

®  ong  hours.  Crazy  deadlines.  Tight  budgets. 
You  know,  business  as  usual.  Hertz  understands 
small  businesses.  That's  why  we're  offering  you 
a  special  low  rate  on  a  variety  of  vehicles  that 
are  just  right  for  your  business.  Just  mention 
GDP  #1188888  when  making  your  reservation. 
But  besides  a  great  low  rate,  you'll  also  get  the 
peace  of  mind  with  services  that  only  the  world's 
#1  in  ear  rental  can  provide.  Like  Computerized 
Driving  Directions.  24-Hour  Emergency 
Roadside  Assistance.  And  NeverLost® — the 
Hertz  in-car  satellite  guidance  system  that 
tells  you  exactly  how  to  get  to  your  destination. 

Save  time  with  Hertz  #1  Club  Express!"1 

(T)ime  is  money.  Hertz  helps  you  save  it 
with  Hertz  #1  Club  Express.  And  it's  available 
at  no  extra  cost.  Enroll  instantly  on  the 
phone  or  at  hertz.com.  When  you  make  your 
reservation,  just  provide  your  #1  Club  Express 
number,  and  your  car  class  preference,  driver's 
license  and  credit  card  numbers  will  be 
instantly  displayed.  Then  just  go  to  the  Hertz  #1 
Club  Express  Counter,  present  your  driver's 
license  and  credit  card,  sign  and  you're  on  your 
way.  For  reservations,  call  your  travel  agent 
or  Hertz  at  1-800-654-3131,  or  visit  us  at 
hertz.com  or  AOL  keyword:  hertz.  Helping 
small  businesses  succeed.  Another  reason 
nobody  does  it  exactly  like  Hertz. 

exactly.® 


its  Fond*  and  other  fine  ears.  «  REG.  r.s  cat.  OPR.  o  iikktz  SYSTEM  ini    2001/01  U01 

'l  "K  INFORMATION:  ( aistomers  must  Ik-  residents  of  the  I'.S.  <>r  ( Canada  and  at  least  25  years  of  a£e  to  he  eligible  tor  these  offers.  Neverl-ost  is  available  for  a  nominal  daily  fee. 
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Vacation  Rentals 

Spending  on  vacation  rentals  has  grown  dramatically  in  the  past  few 

years,  fueled  in  part  by  the  Web— teeming  as  it  is  with  photos,  descriptions 
and  floor  plans  of  rental  listings.  Sites  like  CyberRentals.com  connect  you 
directly  with  homeowners  or  local  agencies,  eliminating  broker  fees.  Others 
specialize  regionally,  typically  charging  a  commission  between  20%  and 
40%  of  rental  fees  for  amenities  like  concierge  services  and  property  in- 
spections. Feeling  adventurous?  Try  a  vacation-home  swap.  Whenever  pos- 
sible, though,  contact  previous  tenants  for  a  reality  check.  —Lisa  Scheer 


Barciayweb  International  Group 

www.barclayweb.com 

An  impressive  range  of  European  vacation  villas,  apart- 
ments and  cottages,  from  a  moderately-priced  Madrid 
high-rise  flat  to  a  picturesque,  thatched- roof  Welsh 
cottage.  Search  by  destination,  price  category  or  lodging 
type,  then  zero  in  further  by  scouring  photos,  locations, 
descriptions  and  costs.  A  search 
of  Greece,  for  instance,  yielded 
30  villa  rentals  on  18  islands,  at 
weekly  prices  ranging  from  $424 
to  $28,000.  A  supplemental- 
services  section  offers  valuable 
amenities  like  rail  passes,  airport 
transportation  and  cell-phone 
rentals.  Link  to  local  museum 
and  tourism  sites. 


BARCLAY 


►  Best:  Online  booking  and  the  informative,  deal-filled 
newsletter. 

►  Worst:  Dearth  of  photos  in  Ireland  and  Spain  sections. 


Chez  Vous 

www.chezvous.com 

Casually  elegant  Parisian  apartments 
priced  between  $940  and  $4,880  a  week. 
Browse  by  price,  number  of  bedrooms 
and  arrondissement  (district).  Click  on 
floor  plans  to  check  out  room  photos. 
Our  favorite:  La  Chimere,  a  pretty  two- 
bedroom  on  the  He  St.  Louis  with  floor- 
to-ceiling  windows,  marble  fireplaces  and 
spectacular  river  views.  About  the  Neigh- 
borhood section  dishes  on  local  restau- 
rants and  shops.  No  online  booking. 
►  Best:  Friendly,  knowledgeable  staff. 
>-W«y«1:  You  need  an  updated  browser  to 
click  on  various  parts  of  the  floor  plan. 


International  Home  Exchange 
Network 

www.homexchange.com 

Click  here  to  house  swap.  Got 
a  cottage  in  Cape  Cod?  A  bun- 
galow in  Berkeley?  Some- 
one with  a  Florentine 
apartment  overlooking  j 
the  Duomo  wants  to  I 
talk.  This  swap  site  offers 
some  3,900  listings  in  70 
countries.  Members  pay  $30 
in  annual  listing  fees  to  post  prop 
erty  descriptions,  photos,  available 
rental  dates  and  e-mail  links.  Browsing 
is  free. 


►  Best:  Wide  geographic  range,  from 
Beijing  to  Reykjavik. 

►  Worst:  Many  listings  lacked  photos. 

VacationSpot.com 

www.vacationspot.com 

A  dense  directory  crammed  with  son 
25,000  villa,  cottage  and  apartmei 
rentals  in  4,000  destinations,  mainly 
the  U.S.  and  Europe.  Click  on  destin. 
tion,  price  range  or  type  of  vacatio 
sampling  rentals  from  a  two-bedrooi 


©Vacation  Spot 


Over 

25,111 

Uniqut 
Properties 
at  over 

4.000 

Destinations 


WEB  TIP 

Most  rentals  require 
upfront  payment,  so 
consider  trip  cancellation 

insurance:  try  www. 
accessamerica.com  and 
www.travelguard.com. 


bungalow  in  Kitty  Hawk,  N.C.  to  a  stun 
ning,  eight-bedroom  castle  in  Umbri; 
formerly  owned  by  the  Borgia  family. , 
handy  pop-up  calendar  indicates  avail 
able  rental  dates.  Book  online  or  off. 

►  Best:  Geographic  breadth  and  On  the 
Spot  Reviews,  a  collection  of  testimonials 
from  past  tenants. 

►  Worst:  Some  properties  fail  to  post 
follow-up  phone  numbers  for  clients  who 
have  questions  before  booking. 

Wimco 

www.wimco.com 

Ready  to  snorkel  in  St.  Croix?  Take  , 
botanical  hike  in  Nevis?  Search  Wimco' 
inventory  (900  villas  in  the  Caribbeai 
alone)  by  destination  or  preferences  lik 
number  of  bedrooms.  Does  a  sprawlin| 
villa  on  Barbados'  Oyster  Bay  (weekb 
rate,  depending  on  the  season:  $4,410  t( 
$9,806)  sound  nice?  How  about  i 
four-bedroom  villa  with  unob 
structed  ocean  views  on  St 
I  Barthelemy  (weekly  rate,  de 
pending  on  the  season 
/  $4,200  to  $6,970)?  More  thai 
200  properties  on  St.  Barth': 
alone.  No  online  booking. 
►  Best:  Caribbean  offerings  are 
dense  with  descriptions  and  photos. 

►  Worst:  Few  European  properties  outside 
of  Italy,  Ireland  and  France. 
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Travel 


Nature  Tours 

According  to  the  Travel  Industry  Association  of  America,  about  half 

the  adult  U.S.  population— some  98  million  of  us— participate  in  outdoor 
travel.  But  even  if  you  seem  to  be  tethered  to  your  desk,  you  can  use  the 
Web  to  research,  plan  or  just  dream  about  your  next  fresh-air  jaunt.  You'll 
find  well-illustrated  sites  on  birding  in  the  Amazon,  angling  for  tiger  fish 
in  Zambia  or  just  finding  the  best  local  hiking  trails.  Some  sites  are  easy 
one-stop  centers  for  researching,  booking  and  equipping  your  trip.  Others 
present  in-depth  information  on  specific  topics,  like  national  parks.  Many 
museum  sites  and  environmental  organizations  offer  an  impressive  array 
of  trips  and  tours.  Some  even  invite  you  to  participate  in  ongoing  scientific 
research  or  to  volunteer  your  labor  in  spectacular  wilderness 
surroundings.  Who  said  technology  and  nature  don't  mix?  —Susan  Delson 


Trails.com 

www.trails.com 

Hikers'  heaven.  And  mountain  bikers,  paddlers  and 
cross-country  skiers,  too.  Offers  detailed  information  on 
more  than  18,000  trails  in  the  U.S.  and  Canada:  mileage 
and  elevation  gains,  recommended  skill  levels,  open  sea- 
sons, local  information 
contacts — you  name  it.  Did 
we  mention  the  1,500  aquatic 
paddling  trails?  The  trip 
planner?  Topographical  and 

 area  maps  for  most  trails? 

^  '  -  ^     The  online  store  offers  guide- 

|g  books,  videos  and  CD-ROMs. 

And  deep  listings  of  trails 
leading  to  hot  springs  offer 
the  prospect  of  a  good  soak 
after  all  that  exertion. 
►  Best:  Search  for  trails  by  zip 
code  and  keep  a  running  list  of  your  fa- 
vorites in  the  My  Trails  section. 
►  Worst:  Topographical  and  area  maps 
are  helpful,  but  simple  route  maps  would 


Plan  Your  Next 
Adventure 


be  welcome,  too. 


American  Museum  of  Natural 

History 

www.amnh.org/welco?ne/discotours 

Where  nature  meets  culture.  Includes 

land  trips,  cruises,  family  excursions 
and  active  adventures — more  than  50 
tours  in  all.  Check  out  Japan's  spectacu- 
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lar  gardens  and  temples  in  the  spring- 
time. Ride  elephants  and  camels  in  the 
Indian  desert.  Or  explore  the  rugged 
reaches  of  the  South  Pole.  Astronomy 
aficionados  may  want  to  journey  to 
Madagascar  for  the  new  millennium's 
first  full  solar  eclipse  (this  June).  And  if 

February  26, 2001 


money's  no  object,  why  not  a  tour 
Egypt  and  Jordan — or  the  U.S.  N 
tional  Parks,  for  that  matter — by  p 
vate  plane?  The  trips  sound  great  b 
detailed  information  on  each  is  son 
lacking. 

►  Best:  Straightforward  tour  index  gives 
an  instant  overview. 

►  Worst:  A  few  clicks  past  the  home  pag 
and  you'll  be  knee-deep  in  brochureware 

Backroads 

www.backroads.com 

For  active  travelers  who  like  to  combi 
the  exotic  with  the  aerobic.  Bike  aroui 
Thailand's  Golden  Triangle,  hike  tl 


foothills  of  the  Pyrenees,  go  sea  kayal 
ing  and  snorkeling  in  Belize — c 
choose  from  almost  150  other  trips.  A 
are  rated  for  difficulty,  from  easy  wall 
through  Tuscany  to  quads-of-ste 
mountain  biking  in  northern  Patagc 
nia.  Copious  trip  descriptions  incluc 
detailed  information  on  accommod; 
tions.  Traveling  alone?  Check  out  th 
Solo  section. 

►  Best:  Narrow  your  search  by  a  range  of 
special  interests  (heli-hiking.  perhaps?) 
and  level  of  accommodation,  from  absolul 
luxury  on  down. 

►  Worst:  You  can't  search  by  cost. 

Earthwatch  Institute 

www.earthwatch.org 

With  Earthwatch  you  not  only  get  bac 
to  nature — you  give  back,  too.  Choos 
from  100  different  scientific  researc 
projects  in  more  than  50  countries:  sui 
veying  armadillo  populations  in  north 
ern  Florida,  maybe,  or  monitoring  rai 
forest  birds  in  Tanzania.  Exhilaratin 
and  stimulating,  yes — fust  don't  expec 
to  be  pampered.  You  may  well  be  askei 
to  pitch  in  on  kitchen  duty. 


your  site  in  anything 

less  than  a  data  center 
iilt  for  broadband? 


lere's  an  easy  litmus  test  to  see  if  you've 
)und  the  right  data  center.  Just  ask, 
If  I  need  to  increase  my  bandwidth  tenfold 
y  tomorrow  morning,  can  yoiThandle  it?"" 
hen  ask  if  they  have: 

•  Data  centers  directly  connected  to 
the  largest  Tier  1  Internet  backbones . 
that  are  broadband  ready  now -and 
infinitely  scalable  to  the  future  . 
requirements  of  the  richest  applications 
and  content 

i  Web  hosting  that  ranges  from  co-location 
services  to  custom  managed  solutions 


►  A  professional  services  team  that  has  the  depth  of 
knowledge  required  to  solve  your  broadband  issues 


o  learn  more,  go  to  aperian.com  or  dial  1-866-APERIAN  today. 


•  A 


1  VT 


Built  for  Broadband." 


m 
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rawUJiATURE  TOURS 


►  Best:  Listings  of  one-week  projects  and 
weekend  programs  are  a  boon  for  Those 
with  little  time 

►  Wont:  Limited  information  on  project 
leaders— important  in  these  expeditions. 


lexplore 

www.iexplore.com 

Need  a  regular  hit  of  adrenaline  when 
you  travel?  lexplore  helps  you  plan 
your  next  rush.  Research  destinations, 
check  out  activities  or  consult  site  ex- 
perts on  everything  from  sea  kayaking 
to  arranging  an  Italian  vineyard  tour. 


Trip  reviews  and  other  travelers'  tales 
offer  indispensable  insights.  Scope  out 
trips  by  price,  date  and  activity — or  by 
level  of  physical  and  psychological 
challenge.  lexplore  rates  top  tours  to 
popular  destinations:  Thinking  about 
the  Galapagos  Islands?  A  quick  search 
pinpoints  more  than  20  trips,  most 
with  day-by-day  itineraries.  Okavango? 
Choose  from  15  trips.  Book  on-site, 
then  hit  the  store,  where  you'll  find 
helpful  info  on  everything  from  boots 
to  binoculars. 

►  Best:  Armchair  explorers  will  enjoy  the 
multimedia  treatment  lavished  on  top 
destinations. 

►  Worst:  Can't  search  for  trips  by  multiple 
activities— like  birding  and  canoeing. 

International  Expeditions 

www.ietravel.com 

One  of  the  leaders  in  nature  and  ad- 
venture travel,  IE  specializes  in  gentle 
trips  to  rugged  places.  Not  much 
mountain  biking  here,  but  plenty  of 
opportunities  to  explore  natural  won- 
ders in  South  and  Central  America, 
Asia  and  beyond.  Not  really  into  group 


travel?  IE  will  custom-design  "indepen- 
dent nature  travel"  trips  for  singles, 
couples  and  small  groups.  Detailed 
itineraries  for  most  trips,  as  well  as 
essays  on  local  natural  history 
and  cultures.  A  few  trip  list- 
ings even  come  with  rec- 
ommended readings.  But 
the  site  can  be  awkward  to 
use — there's  no  search 
function,  and  no  real  trip 
index,  just  a  site  map. 

►  Best:  Extensive  trip  details. 

►  Worst:  Prices  and  itineraries  are  buried 
several  layers  down:  some  trips  lack 
prices  and  departure  dates. 

The  National  Park  Service 
Park  Net 

www.nps.gov 

Booked  out  of  Yosemite?  No  problem. 
There  are  almost  400  other  parks  and 
historic  sites  scattered  throughout  the 
U.S.,  and  this  site's  got  'em  all.  Click  on 
Visit  Your  Parks  for  an  alphabetical  list- 
ing, or  to  search  by  state.  Narrow  the 
focus  by  topic,  activity,  park  type — 
even  cultural  heritage.  Individual  park 
listings  vary  from  basic  to  bountiful, 
but  even  the  most  rudimentary  include 
contact  info  and  links  to  other  nearby 
national  parks.  An  In  Depth  button 
dishes  up  permit  requirements,  local 
wildlife  and  more.  And  many  listings 
offer  a  For  Kids  section.  Make  reserva- 
tions for  the  most  popular  parks,  or 
buy  a  parks  pass  through  links  to  other 
NFS  Web  sites. 

►  Best:  Full  of  places  you've  never  heard 
of— and  aren't  likely  to  find  anywhere  else. 

►  Worst:  Be  careful  not  to  check  off  too 
many  choices  on  the  Search  by  Interests 
function,  or  it  may  go  off  into  the 
wilderness  and  never  return. 

Outdoor  Explorer 

www.outdoorexplorer.com 

From  the  editors  of  Outdoor  Explorer 
magazine,  a  Web-site  welcome  mat  for 
the  great  outdoors.  Browse  articles  for 
information  on  everything  from  trail- 
side  hot-springs  to  the  best  towns  for 
outdoor  living.  Search  for  U.S.  and 
Canadian  resorts  by  name  or  location, 


with  findings  charted  for  skiing,  snow 
boarding  and  number  and  difficulty  c 
trails.  Or  choose  the  Extreme  search  t< 
single  out  resorts  with  the  highest  ele 
vations  and  biggest  vertica 


WEB  TIP 

Crave  excitement— at 
least  of  the  armchair 
variety?  Check  out  our 
15  adventure  travel  site 

reviews  at 
www.forbesbest.com. 


drops.  And  don't  miss  th 

knowledgeable  gear 
\  views,  reader  stories  am 

photo  galleries. 
I  ►Best:  Regional  weekend  cal 
endars  to  get  you  out  the  doo 
right  now. 
►  Worst:  Forums  are  a  ghost  town. 

Outside  Online 

www.outsidemag.com 

No  wine-sipping  walking  trips  through 
Tuscany  here.  Instead,  you'll  fine 
plenty  of  Outside 's  signature  gutsy 
man-versus-mountain  adventures 
Site  area  with  the  most  muscle:  Besi 
Trips  of  2001,  a  list  of  95  expedition' 
handpicked  for  maximum  adrenalir 
production.  Categories  include  Most 
Remote,  Grand  Openings  (countries 
recently  opened  to  Western  tourism ): 
and  Over  the  Top  (paragliding  from 
the  highest  peak  in  Argentina, 
anyone?).  Trip  Finder  searches  the 
extensive  adventure  travel  offerings  ol 
Away.com;  clicking  on  Travel  Directory 
brings  up  a  list  of  trips  that  looks 


suspiciously  like  an  advertising 
directory.  Before  you  fly,  check  out  the 
section  on  biohazards — it  reels  off 
parasites,  bacteria  and  other  miserable 
ailments. 

►  Best:  Unique— and  lengthy— travel 
essays.  Where  else  will  you  find  a  first- 
person  account  of  ritual  fights  to  the 
death  among  Bolivian  Indians? 

►  Worst:  Competing  (and  confusing)  trip 
directories,  with  no  cross-referencing. 
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I    have   the    Power  to  Compete 


Dur  network  is  our  business,  so  1  can't  take  a  chance  that 
>ur  information  isn't  protected  around  the  clock.  When  the 
takes  are  this  high,  I  rely  on  the  security  management 
eader  thousands  of  companies  trust:  Internet  Security 
iystems?'  As  security  pioneers,  their  experts  help  me 
Letermine  the  right  mix  of  products  and  outsourced 
ervices.  Now  I  focus  on  our  strategic  e-business  goals, 
»nfident  I  have  the  best  security  for  my  networks,  servers 
ipplications  and  desktops.  There's  no  question  Internet 
iecurity  Systems  gives  me  a  competitive  advantage  by 
lelping  protect  against  financial  loss  and  legal  liability, 
['heir  power  to  protect  gives  us  the  power  to  compete. 

lb  power  your  network  with  security  management 
rom  Internet  Security  Systems  visit  www.iss.net  or 
all  1-800-776-2362. 


Connect  with  the  world's  top  security  experts 
/isit  www.connect.iss.net  for  details. 


© 

Internet 
Security 
Systems 
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Cruises 


In  2000, 14.9  million  U.S.  households  used  the  Web  to  book  travel.  One  in 

four  of  those  households  used  the  Web  to  research  cruises,  but  only  a  tiny 
proportion  actually  purchased  cruises  on  the  Net.  That's  in  part  because  so 
few  cruise  line  sites  facilitate  online  buying.  Clearly  the  cruise  business 
has  a  way  to  go  in  adapting  to  the  Web;  perhaps  the  companies  don't  want 
to  antagonize  travel  agents.  For  example,  Crystal  Cruises— some  would  say 
it  is  the  top  of  the  lines— offers  Web  access  onboard  but  its  Web  site  offers 
no  online  booking.  —Lisa  Alcalay  Klug 


Cruise4ll.com 

www.cruise4ll.com 

If  it  floats  on  the  big  briny,  it's  here.  Use  the  Cruise 
Finder  feature  to  search  offerings  from  more  than  28 
cruise  lines.  The  Cruise  Buzz  and  Learning  Center  sec- 
tions let  you  compare  special  interest  cruises  (like  food, 
finance  or  music)  or  check  out  reviews  and  awards 

(Crystal's  got  the  most).  Never 
heard  of  a  Muster  Drill  ( pre- 
punch safety  drill)?  Check  the 
FAQs.  Message  boards  dish  on 
dinky  cabins  and  sea-worn 
entertainment.  Lets  you  reserve 
without  a  deposit,  and  all 
cruises  booked  here  are 
discounted  10%. 

►  Best:  Compare  up  to  four  cruises 
simultaneously. 

►  Worst:  Skimpy  photo  galleries. 


FAVORITE 


1 


ExpeditionTrips.com 

www.expeditiontrips.com 

Do  you  dislike  floating  hotels?  This  in- 
formative site  helps  you  research  a  vast 
sea  of  small-ship  cruise  options.  Sharp 
search  feature  sorts  by  date,  region,  trip 
length,  price,  ship  capacity — even  pre- 
ferred activity,  such  as  birding,  scuba  or 
whale  watching.  Customizable  expedi- 
tion folder  saves  itineraries  for  easy  ref- 
erence. No  multimedia  features  or  on- 
line bookings  here,  but  abundant 
articles  from  field  experts,  maps,  deck 
plans  and  message  boards  help  in  the 
decision-making  process. 
►  Best:  In-depth  information:  including 
best-time-to-go.  local  culture,  natural 


history  and  recommended  reading. 
►  Worst:  Too  few  ship  photos. 

Icruise.com 

www.icruise.com 

Oceans  of  discount  cruises.  Ad- 
vanced-search capability  lets 
you  choose  cruises  not  only 
by  date  and  destination,  I 
but  by  amenities  as  well,  j 
(Want  daily  stock  quotes,  a 
teen  lounge  and  a  barber 
shop?)  Cruise  Information  \ 
Guides  chart  which  lines  cater  to 
singles,  honeymooners  or  travelers  with 
special  diets.  Inews  section  spotlights 
daily  deals  and  advisories.  Reservations 


require  a  deposit,  and  online  bookii 
available  for  only  a  handful  of  lines. 

►  Best:  The  Compare  button  prices  your 
choice  against  cruises  of  similar  (if  not 
exact)  departure  dates. 

►  Worst:  The  system  doesn't  update 
immediately,  so  if  your  choice  isn't  availab 
you  won't  know  until  the  next  day. 

Royal  Caribbean  Internationa 

www.rccl.com 

Nifty  features  include  360°  imagery  ft 
staterooms  and  public  areas.  Ne 
"sitelets"  include  Flash  features,  virtu 
ship  tours  and  streaming  video  of  a< 


WEB  TIP 

For  cruise  cams,  trip 
logs,  photo  albums  and 
other  helpful  first-person 

accounts,  try 
http://cruises.about.com. 


tivities  from  the  participant's  POV.  Th 
site  even  offers  information  on  it 
cruises'  environmental  impact.  Re 
search  shore  excursions,  like  horsebac 
riding  on  Cozumel.  Create  a  vacatio 
folder  or  use  the  Quick  Reserve  featur 
to  hold  bookings  without  paymen 
Not  all  features  work  on  Macs. 

►  Best:  You  can  actually  book  online. 

►  Worst:  No  general  search  function. 

Seabourn  Cruise  Line 

www.seabourn.com 

A  savory  look  at  luxury  sea  trave 
Seaborn,  a  sister  to  the  historic  Cunan 
line,  offers  three  ship  sizes,  from  th 
midsize  ocean  liner  to  more  intimat 
large  yachts.  Specializes  in  luxur 
golf  cruises  escorted  by  pro* 
Usual  brochure  informatioi 
is  all  elegantly  presented 
\  shore  and  land  extension 
I  (ballooning  over  Stock 
I  holm,  anyone?),  itineraries 
amenity  lists  (like  the  Spa  d 
Soleil)  and  fuzzy-edged  pho 
tos  of  glamorous  staterooms. 

►  Best:  Richly  detailed  descriptions  and 
beautiful  photos  of  exotic  ports  of  call. 

►  Worst:  No  multimedia  features. 
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Cultural  Travel 

Eager  to  learn  to  cook  like  a  Tuscan  native?  Or  join  an  archeological 

dig  in  Belize?  Many  of  us  would  rather  spend  our  holiday  visiting  a  historic 
site,  museum  or  arts  festival  than  simply  lying  on  a  beach  or  going  fishing. 
Use  the  Web  to  help  in  the  planning.  While  most  sites  require  you  to  book 
your  own  flights  and  accommodations,  some  offer  package  deals  for 
behind-the-scenes  tours  of  ancient  ruins,  contemporary  art  studios  and 
theatrical  productions.  —Deborah  K.  Dietsch 


i  rVV  iJJ 


Smithsonian  Study  Tours 

Welcome  to  the  World  of  Smithsonian  Travel! 


Smithsonian  Study  Tours 

www.smithsonianstudytours.org 

Weekend  trips,  study  cruises,  urban  explorations  and 
grand  tours — they're  all  available  at  this  mecca  for  cul- 
tural tours.  Search  by  departure  date,  country,  keyword 
or  choose  from  nearly  20  categories,  including  Civil  War 
History,  Cuisine,  Science — even  Railroading.  More  than 
360  tours  in  all,  to  more  than  250 
destinations — from  the  ancient 
pyramids  of  Giza  to  the  operas 
of  Italy.  Tours  are  amply 
described  through  maps,  photos, 
itineraries  and  profiles  of  trip 
leaders.  Spend  a  week  on 
Mexico's  Yucatan  peninsula  vis- 
iting Mayan  ruins  and  Spanish 
missions  with  a  museum  curator 
of  ancient  history  and  anthro- 
pology. Or  travel  to  Washington,  D.C.  for  a  weekend  tour 
of  sites  associated  with  Abe  Lincoln. 
►  Best:  Breadth  of  offerings. 

►Worst:  Cuisine  and  Literature  clicks  offer  few  trips. 


Cuisine  International 

www.cuisineinternational.com 

Learn  to  make  risotto  in  a  Venetian 
palace  or  fava  beans  in  a  Portuguese 
manor  house.  This  handsome  site  serves 
up  trips  to  18  cooking  schools  in  Italy, 
France,  England,  Portugal  and  Brazil. 
Most  trips  include  accommodations  in 
historic  hotels  and  villas  as  well  as  visits 
to  local  markets  and  sights.  Flights 
arranged  through  a  link  to  TravelNow. 

►  Best:  Recipes  from  teacher  chefs  and 
testimonials  from  professional  cooks. 

►  Worst:  Searching  for  courses  on  the  site 
map  can  lead  to  dead  ends— like  Ireland. 


Far  Horizons  Archaeological 
&  Cultural  Trips 

www.farhorizon.com 

Watch  the  sunrise  at  Machu 
Picchu  or  tour  the  ancient 
Cambodian    palace  of 
Angkor  Wat.  This  site  offers 
up-close   tours   of  the 
world's  ancient  wonders  led 
by  distinguished  anthropol 
ogists  and  archeologists.  Partic 
ularly  strong  offerings  in  Mexico, 
Central  America,  Iran  and  Turkey. 
►Best:  Small  tour  groups. 
►Worst:  Few  European  offerings. 


National  Trust  for  Historic 
Preservation 

www.nationaltrust.org 

For  architecture  buffs.  Travel  to  Frar 
Lloyd  Wright's  home  and  studio,  visit  tl 
palaces  of  St.  Petersburg  or  explore  tl 
Art  Deco  buildings  of  old  Havana.  Mo 


NATIONAL  TRUST  _ 
Historic  Preservation   ^.•v>»»-  £m! 


America  ■  Qcrtn 
Molt  End irgcixd 


WEB  TIP 

Are  you  more  of  an 
armchair  traveler?  Head  to 

www.forbesbest.com, 
where  we  review  the  best 
art  museum  sites 


than  85  study  tours  sponsored  by  th 
country's  leading  preservation  organize 
tion.  Cruises,  too. 

►  Best:  For  the  independent  traveler  there 
information  on  145  historic  hotels. 

►  Worst:  No  search  feature. 

R.  Crusoe  &  Son 

www.rcrusoe.com 

J.  Peterman  does  travel.  This  fun,  chatl 
site  offers  more  than  30  internation; 
tours,  from  Indochina  to  eastern  Europ 
to  Antarctica.  Touts  off-the-beaten  trac 
experiences  and  upscale  accommod; 
tions.  Interesting  testimonials  cite  tri 
headaches  and  highlights.  Links  to  ai 
lines,  embassies  and  passport  services. 

►  Best:  Many  tours  travel  via  private  jet— 
with  a  gourmet  chef  in  tow. 

►  Worst:  No  daily  itineraries. 

WhatsGoingOn.com 

www.whatsgoingon.com 

From  the  Hula  Festival  in  Hilo  to  earn 
wrestling  in  Turkey,  this  fun  site  specia 
izes  in  offbeat,  seasonal  festiva 
and  cultural  celebration 
Search  by  location,  date  c 
type  of  event  to  yield  entei 
taining  descriptions  and  d 
rect  festival  links.  Helpfi 
ratings  range  from  "gran dm 
approved"  to  "gross  things." 
►  Best:  Archive  of  Top-10  Lists:  frort 
road  trips  to  gluttony  to  snob  appeal. 

►  Worst:  Except  for  airline  reservations, 
site  offers  no  help  with  trip  bookings. 
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Financial  Possibilities 


Connect  to  the  right  financial  expert  through  the 
power  and  reach  of  the  internet.  At  PortfolioCorner  Inc., 
we'll  let  you  screen  our  extensive  network  of  financial 
advisors  based  on  criteria  that's  most  important  to  you 
-  location,  expertise,  services  offered,  investment  focus,  and 
fee  structure. You'll  save  time  by  connecting  to  a  professional 
who  can  best  serve  your  needs. 


Plan  for  the  future.  At  PortfolioCorner  Inc.,  you'll  find 
insightful  articles  and  expert  forums  to  help  you  make 
informed  and  intelligent  decisions.  Whether  you're  interested 
in  Investment  Strategies,  Tax  Preparation,  Estate  Planning, 
Charitable  Giving,  Accounting,  Insurance,  or  Retirement 
Planning,  we'll  provide  you  with  timely  information  and 
a  network  of  independent  professionals  who  can  offer 
you  a  broad  spectrum  of  services. 

Simplify  your  life.  With  so  many  options  to  consider, 
planning  your  financial  future  can  be  complicated  and  time 
consuming.  We  know  your  time  is  valuable  so  we've 
dedicated  ourselves  to  helping  you  spend  it  on  activities 
you  care  about  most.  For  personalized  service  and  expert 
advice,  visit  PortfolioCorner  Inc.  at  www.plan2simplify.com. 


jioxtj-oti 


to 

ORNER  INC. 

www.portfoliocorner.com  Connect    Plan  Simplify 
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Family  Vacations 

"Are  we  there  yet?"  When  it  comes  to  family  travel  Web  sites,  the  answer  is 

decidedly  "Not  yet."  Some,  like  Disney's,  market  well-traveled  destinations  and 
offer  online  booking.  Others  provide  independent  information  and  reviews- 
helpful  in  researching  destinations  and  activities.  But  no  one  site  does  it  all. 
Want  the  real  scoop?  Consult  the  experts:  the  kids  themselves.  From  the 
kids'  travel  chronicles  at  www.aaa.com/misc/mainpg.htm,  we  learned,  "My 
best  vacation  was  last  summer.  We  went  to  reptile  gardens.  A  coral  snake  al- 
most bit  my  foot  off."  Try  booking  that  on  the  Web.  — Melanie  Menagh 


Family  Travel  Forum 

www.familytravelforum.com 

While  this  online  newsletter  pushes  its  member  ser- 
vices ($28  and  up,  annually),  there's  still  plenty  of  free 
content.  Browse  articles  like  "Family  Reunion  in  the 
Dolomites"  or  "Brazil's  Hidden  South."  Or  search 
from  the  impressive  archive  (only  a  fraction  of  which 

is  available  to  nonmembers). 
A  search  for  Puerto  Vallarta 
yielded  a  half-dozen  articles, 
replete  with  suggestions  for 
family  activities  (swim  with 

n    the  dolphins,  for  example) — 

but  short  on  hotel  listings. 
Strong  topical  offerings,  too, 
like  "Bringing  Baby  on  Busi- 
ness." Well-traveled  message  boards  are  thick  with 
been-there,  done-that  tips  from  other  travelers. 
►Best:  The  breadth  of  content. 
►  Werst:  Rich  archive  is  mostly  members-only. 


Disney.com 

www.disney.com 

Disney's  vacation  channel  is  dizzyingly 
inclusive  and  constantly  updated, 
offering  descriptions  of  each 
ride,  restaurant,  hotel  and 
special  event.  As  expected, 
it  scores  high  on  bells  and 
whistles  like  "live"  Web- 
cams  in  the  parks,  video 
tours  of  the  Magic  Kingdom 
and  interactive  panoramic  N<^^ 
views  of  the  staterooms  in  Disney's 
impressive  cruise  ships.  And  you  can 
book  every  last  detail  of  the  trip 
online. 


:  All  that  interactivity. 
►  Wwrst-.  All  that  marketing. 


WEB  IIP 

Looking  for  the  best 
kid-friendly  museums? 
Check  out  Museum- 
network, com,  reviewed  at 
Fbrbesbest.com. 

y 


GORP 

www.gorp.com 

From  biking  in  Hawaii  to 
\  snorkeling  in  the  Nile  Val- 
\  ley,  GORP's  got  extensive 
I  content  for  the  active  and 
/  outdoor-oriented.  There's 
no  specific  Family  click,  so 
start  by  entering  "family 
travel"  in  the  search  engine.  You'll 
find  hundreds  of  articles  chockablock 
with  details,  opinions  and  tips,  like 
"The  Best  Places  to  Travel  with  Your 


Baby."  (Try  Smuggler's  Notch  in  V< 
mont.)  Also  rates  top  parks,  nature  pi 
serves  and  family-friendly  du 
ranches.  Some  on-site  booking. 

►  Best:  Critical,  up-to-date  information. 
►Werst:  Family  information  scattered 
throughout  the  site. 

Kids  Club  Holidays 

www.kidsclubholidays.com 

Need  to  know  which  hotels  and  resoi 
cater  to  the  little  ones  with  kids'  club 
This  homegrown  U.K.-based  site  te 
all.  Click  on  a  country,  choose  a  desl 
nation,  then  a  hotel.  Listings  descril 
rooms,  facilities  and  kids'  activitie 
Helpful  tip  on  Phuket,  Thailand:  avo 
Patong,  a  raunchy  place  that's  neith 
family- friendly  nor  typically  Thai. 
►Best:  No  gushing  travel  prose. 
►Want:  No  listings  in  North  America  or 
Europe.  Huh? 

TLfamily.com 

www.tlfamily.com 

Travel  &  Leisure  magazine  for  the  ca 
pool  set.  With  T&L  panache,  it  cove 
everything  from  where  chefs  take  the 
kids  to  eat  to  the  Caribbean's  best  fan 
ily  resorts  to  a  list  of  America's  best  i< 
cream  parlors.  The  skeptic's  guide  I 
Orlando  was  packed  with  insight:  ho 
to  pick  the  right  park,  best  places  1 
rent  a  car  (skip  the  airport),  an 
grown-up  escapes  (art  museums,  fir 
dining).  Reporters  even  tested  tr 
Mouse's  squeaky  clean  reputatioi 
They  left  trash  at  strategic  places,  to  s< 
if  it  was  collected  by  the  next  day.  ( 
was.)  Good  tips  for  savings  on  cruis< 
and  condo  rentals.  Some  of  the  mate; 
Lai,  though,  is  questionable:  Hot  Dea 
included  a  tour  of  Area  5 1 . 

►  Best:  Smart,  slick  and  authoritative. 
►Werst:  Some  of  the  articles  were  two 
years  old. 
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YOUR 
KNEE 


You  should  be  able  to  take  it  to 
a  specialist  if  you  want. 

With  Access4-  HMO,5"  your  employees  make  the  call. 

.  — >        _  _  _  _L__  It's  that  time  again.  The  time  when  your  employees 
COO  as^  themselves  'f  they're  getting  what  they  want 

from  their  health  plan.  You  know  that  a  lot  of  them  want  direct  access  to  specialists. 
And  with  Access"*"  HMO  from  Blue  Shield  of  California,  they  get  it.  Members  can  go 
straight  to  a  participating  Access"1"  Specialist  in  their  primary  care  physician's  medical 
group.  Or  they  can  see  their  primary  care  physician  first.  They'll  also  have  plenty 
of  options  when  choosing  a  primary  care  physician  because  Blue  Shield  has  an 
extensive  network  of  physicians.  For  more  information,  call  your  broker  or  Blue  Shield 
of  California  representative.  And  help  your  employees  get  the  treatment  they  deserve. 


Blue  Shield 

of  California 

Access*  HMO  is  a  service  mark  of  Blue  Shield  of  California.  ©Registered  mark  of  the  Blue  Shield  Association. 
©2000  Blue  Shield  of  California.  An  independent  member  of  the  Blue  Shield  Association 


e 


Collectible  Cars 

Before  the  Web,  buying  a  classic  car  meant  leafing  through  fancy  auto 

publications,  scouting  the  local  specialty  garage  or  attending  auctions  and 
club  meets.  Now,  individuals  and  dealers  worldwide  post  ads,  complete  with 
photos  and  service  histories.  The  choice  is  staggering— when  was  the  last  time 
you  saw  more  than  200  Ferraris  for  sale  in  the  same  place?  And  if  you  can't 
make  it  to  the  classic-car  auction  in  Arizona,  simply  bid  online  for  the  vintage 
Mustang  of  your  choice.  Perhaps  best  of  all,  those  hard-to-find  parts  are  now 
easier  than  ever  to  locate.  But  before  you  buy,  check  the  bulletin  boards  for  ad- 
vice and  make  sure  to  have  a  mechanic  check  the  car.  —Ben  Berentson 


Hemmings.com 

www.hemmings.com 

Pining  for  a  Jaguar  E-Type?  When  we  looked,  Hem- 
mings  had  59  to  choose  from,  including  a  lovingly  re- 
stored 1967  roadster  (British  Racing  Green/biscuit 
leather  interior)  for  $40,000.  Need  some  spare  parts?  A 
search  revealed  30  dealers  who  specialize  in  E-Type 
parts.  Hoping  to  hook  up  with  other  E-type  owners? 

Hemmings  boasts  a  directory 
of  more  than  9,000  car  clubs, 
including  71  devoted  to 
Jaguar.  Or  maybe  you  just 
want  to  upload  pictures  of 
your  new  prize  to  the  online 
photo  gallery,  or  check  out 
the  listings  of  upcoming 
events,  so  you  can  show  off 
your  new  Jag  in  a  concours  or 
two.  To  score  premium  show 
wax  and  polish,  scour  the 
site's  online  directory  of  stores.  With  its  aggregated 
shopping  cart,  you  can  buy  from  as  many  different 
vendors  as  you  want,  with  a  single  bill. 
^Best:  Browse  inventories  of  80-plus  classic-car  dealers. 
►Worst:  Not  enough  listings  with  images.  One  of  the  only 
decent  photos  on  the  site  is  the  Abandoned  Car  of  the  Week. 


hemmings.com 


:te  Enthusiast  Site 


—ft 
Vdme  this 
Car  Contest 


SAVE  25<H> 

dwiuiiMMii  C*k»m\  i 


J 


Barrett-Jackson 

www.barrett-jackson.com 

Biweekly  online  auctions  of  classic  mi 
torcars,  from  a  road-burning  Porscl 
911  3.8  RSR  to  a  more  stately  193 
Cadillac  Eldorado  convertible.  All  ca 
are  inspected  and  rated  by  qualifie 
third-party  experts.  Preview  lots  on  tl 
Speedvision  cable  network  on  Thur 
day  nights  before  online  bidding  b« 
gins.  (Note:  You  must  preregister  1 
bid.)  Check  the  site  for  recent  auctio 
sale  prices.  Or  sign  up  to  consign  yoi 
own  classic  car.  On-site  concierge  se: 
vices  can  hook  you  up  with  financin, 
insurance  and  vehicle  transportatio 
providers.  Barrett-Jackson  will  eve 
help  you  book  a  trip  to  its  renowne 
annual  auctions  in  Scottsdale,  Ariz,  c 
Monaco. 

►  Best:  Detailed  assessments  and  ratings 
of  each  lot. 

►Worst:  The  direct  sales  section:  Selectio 
is  thin  (only  about  30  cars),  descriptions 
are  poor  and  photos  are  blurry. 

ClassicCar.com 

www.classiccar.com 

Car-buff  central,  with  content,  classi 
fieds  and  links.  Entertaining  article 
abound,  like  the  tale  of  the  time-cap 
suled  1957  Plymouth  convertible  to  b 
awarded  to  the  person  (or  his  or  he 
heirs)  who,  in  1957,  best  predicted  th 
2007  population  of  Tulsa,  Okla.  Th 
classified  section  has  mostly  America 
models,  with  more  than  1,000  Chevy 
and  190  Caddys;  still,  you'll  find  notabl 
numbers  of  MGs,  Triumphs  and  Mei 
cedes.  Copious  links  include  almos 
1,000  parts-and-service  providers  cov 
ering  everything  from  body  work  to  up 
holstery;  more  than  800  car  clubs,  lik 
the  Washington  Edsel  Club;  and  almos 
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Ifyourbusiness  —  or  one  that  you 
know  of  —  collaborates  with  the  arts 
to  enrich  the  quality  of  life  in  the 
community,  boost  employee  morale 
and  creativity,  and  help  the  arts 
flourish,  submit  a  nomination  for  a 
2001  Business  in  the  Arts  Award! 

2001  Business 

in  the  Arts  Awards 

These  national  Awards,  sponsored 
by  the  Business  Committee  for  the 
Arts  (BCA)  and  Forbes  Magazine, 
are  presented  annually  to  recognize 
businesses  and  business  executives 
throughout  the  country  that  have 
created  outstanding  and  innovative 
partnerships  with  the  arts. 

If  you  would  like  to  nominate  a 
business  (including  your  own)  or 
a  business  executive  (including 
yourself)  for  a  2001  Business  in 
the  Arts  Award,  contact  BCA  for 
nomination  materials.  All  entries 
must  be  received  by  April  27,  2001. 


Ca  for 


Nominat  ons 


Business  Committee  for  the  Arts,  Inc. 

Bringing  business  and  the  arts  together. 

1775  Broadway,  Suite  510 
New  York,  NY  10019-1942 
T  •  212  664-0600 
F  •  212  956-5980 
www.bcainc.org 


Design:  M  Novak  Design,  New  York 


QllfitliflgJ  CO ULECTJ B LE  CARS 


250  American  car  museums. 

►  Bast:  Tod's  Garage:  A  great  DIY 
resource,  with  a  guide  to  finding  project 
cars,  engine  tech-tips,  reader  Q&A  and  an 
excellent  Getting  Started  article  for  the 
neophyte.  Bonus:  calculators  for 
determining  horsepower  and  gear  ratios. 

►  Worst:  Classifieds  lack  pictures. 

Classicgarage.com 

www.classicgarage.com 

Looking  for  parts  for  a  Triumph  Spit- 
fire? They're  easy  to  find  at  Classic- 
garage.com,  where  you  can  search  for 
parts  by  make,  partsmaker  or  parts  cat- 
egory. Clicking  on  Triumph  and  then 
Spitfire  quickly  gives  you  access  to  a  va- 
riety of  essentials,  from  brake  pads  to 
convertible  tops  to  Lucas  ignition  sets. 
You  can  also  pick  up  a  Spitfire  repair 
manual  or  the  1 19-piece  tool  set  ($40) 
you'll  need  to  install  that  top.  Every- 
thing sold  has  a  30-day  money-back 
guarantee,  although  returns  carry  a 
hefty  20%  handling  charge. 

►  Best:  Chock-full  of  tough-to-find 
necessities  for  older  cars. 

►  Worst:  Skimpy  product  descriptions, 
most  without  pictures. 

Classics.com 

www.classics.com 

If  you  can't  make  it  to  the  Monaco  His- 
toric Grand  Prix  or  the  Pebble  Beach 
Concours  d'Elegance  this  year,  but  still 
want  to  soak  in  the  splendor  of  the 


world  s  finest  classic  and  race  cars,  then 
click  over  to  Classics.com.  It  covers  all 
the  major  motorcar  shows  and  races, 
with  scores  of  high-resolution  photos 
(great  desktop  wallpaper).  Savor  the 
stunning  Pebble  Beach  Best  in  Show  (a 
1937  white  and  red-fendered  Delahaye 
Cabriolet)  or  the  legions  of  Italian  rac- 


ing-red Maseratis  and  Ferraris  at  the 
Concorso  Italiano.  The  site  also  offers 
historic  race  results,  a  listing  of  upcom- 
ing events  and  the  lowdown  on  new 
exhibits  at  some  of  the  world's  best  au- 
tomotive museums. 

►  Best:  Gorgeous  car  pictures  galore. 

►  Worst:  Could  use  more  editorial  depth 
to  go  with  all  those  classic  car  pinups. 

DuPontRegistry.com 

www.dupontregistry.com 

Web  site  of  the  glossy  DuPont  Registry 
magazine,  known  for  its  rarified  classi- 
fieds. Most  featured  vehicles  are  true 
exotics — like  the  three  Vector  super- 
cars — and  are  in  superb  condition. 
Feast  your  eyes  on  more  than  240  Fer- 
raris, from  a  classic  1963  250  Short 
Wheelbase  (SWB)  to  the  stunning  cur- 
rent 360  Modena.  American  beauties 
range  from  an  immaculate  1951  Cadil- 
lac Fleetwood  to  an  assortment  of 
Shelby  Cobras.  List  your  car  for  $45 
for  eight  weeks.  Most  ads  have 
photos  attached,  but  de- 
scriptions can  be  short. 
►Best:  The  most  rare  and 
exotic  cars  online. 

►  Worst:  The  auction  site's 
selection:  few  collectible  cars 
among  ho-hum  listings  of  Ford 
Probes  and  Honda  Accords. 


1989  r.rrari    All  Modals 


WEB  TIP 

Head  to  the 
Gold  Book  at 
www.manheimgold.com 
for  a  quick,  no-frills 
price  estimate  for 
a  classic  car. 


Ebay  Motors  Collector  Cars 

www.ebaymotors.com 

Ebay  has  been  trying  to  migrate  its  pop- 
ular peer-to-peer  auction  business  from 
cookie  jars  and  baseball  cards  to  bigger- 
ticket  items,  like  cars  and  real  estate.  In 
collectible  autos  its  selection  is  expan- 
sive— more  than  1,200  cars  when  we 
visited.  (To  compete,  most  sellers  have 
learned  to  be  generous  with  pictures 
and  vehicle  information.)  But  purchas- 
ing a  classic  car  from  a  private  owner, 
without  seeing  it  in  person  or  having  a 
trusted  mechanic  look  at  it  first,  can  be 
risky.  So  if  you  can  arrange  a  long-dis- 
tance inspection  within  Ebay's  ten-day 
auction  time-limit,  then  dive  right  in. 
You'll  find  everything  from  Ford  Model 
As  to  superexotic  Lamborghinis  to 
muscle  cars  like  Olds  4-4-2s. 


►  Best:  A  small,  but  choice  selection  of  c; 
offered  by  the  renowned  Kruse  aucti 
house  (now  an  Ebay  subsidiary). 

►  Worst:  Lame  link  for  classic-car 
inspections:  it  takes  you  to  an  ad  for 
inspections  by  Saturn  dealers. 

Motorbooks.com 

www.motorbooks.com 

Looking  for  a  book  on  the  landma 
Aston  Martin  DB  series  or  one  on  tl 
beautiful  Shelby  Daytona  coupe?  C 
maybe  just  a  2001  Mustang  calendar 
hang  in  the  garage?  Head  to  the  onlh 
arm  of  the  famous  catalog  booksell 
Classic  Motorbooks,  where  you  a 
browse  topics  including  Ferra 
British,  Racing  and  Hot  Roc 
Search  by  topic,  title  or  ai 
thor,  and  the  site  offers  a  li 
of  bestsellers  like  TheAme 
ican  Pickup  Truck  and  vide» 
like  the  cult  classic  "Rei 
dezvous" — a  flat-out  lOOmp 
trip  through  Paris  seen  from  tr 
nose  of  a  Ferrari.  Motorbooks.com  al< 
carries  books  on  trains,  airplanes,  boa 
and  military  history.  You  can  sign  up  1 
get  a  number  of  catalogs  by  mail. 

►  Best:  14-day  money-back  guarantee  or 
all  purchases. 

►  Worst:  Search  engine  sorts  results 
alphabetically  instead  of  by  relevance,  sc 

— i  the  perfect  title  might  b 

,         \  on  page  II. 

Forbes 

www.forbes.com 

Forbes.com's  new  Lifestyle  channel  offers 
plenty  for  the  car  buff  from  Vehicle  of  the 
Week  profiles  to  debate-provoking  lists  of, 
say,  the  best  British  cars  to  articles  about 
classic  cars,  boats  and  planes.  Collectors  of 
all  stripes  will  also  enjoy  the  auction  Piece  of 
the  Week.  Where  else  could  you  learn  about 
Ursula  Andress'  bikini  from  Dr.  No? 
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InterShow  presents 
Ike*  Thibet 


Forbes 


rcelona  •  Malaga  •  Casablanca  •  Lisbon  •  Bordeaux  •  Dover 
June  3-14,  2001  •  Crystal  Symphony 


boll££ling- 


Hollywood  Memorabilia 

When  a  certain  pair  of  ruby  slippers  sold  last  year  at  Christie's  for 

$666,000  it  was  a  reminder  of  the  potent  power  of  Hollywood's  pixie 
dust.  Finding  high-end  Hollywood  memorabilia  on  the  Web?  Not  easy— but 
not  impossible,  either.  Many  established  real-world  dealers  in  movie  props, 
posters  and  autographs  have  expanded  their  businesses  onto  the  Web. 
And  if  you're  patient  enough  to  slog  through  the  deluge  of  Marilyn  Monroe 
Barbies,  second-rate  souvenirs  and  overhyped  fakes,  Ebay  and  Yahoo 
Auctions  yield  the  occasional  gem.  —Beth  Kracklauer 


SOTHEBYS.COM 


Special  auctions    1  taction  How 


Sothebys.com 

www.sothebys.com 

The  choicest  array  of  Hollywood  memorabilia  and 
posters  available  for  purchase  online,  all  intelligently 
arranged  within  the  Entertainment  Memorabilia 
category.  Our  search  turned  up  a  gray-blue  calabria 
cloak  ensemble  worn  by  Elizabeth  Taylor  in  Cleopa- 
tra and  among  the  many 
fine  movie  posters,  an  origi- 
nal one-sheet  for  Taxi 
Driver.  But  you'll  have  to  sift 
through  Elvis  autographs, 
solid  gold  Bob  Hope  lighters 
and  porcelain  figurines  of 
Sylvester  the  Puddy  Tat  to 
find  the  gems. 
►  Best:  In  a  collecting  category 
fraught  with  fakes  and  schlock, 
Sothebys  authenticates  every  item  it  auctions. 
►  Worst:  Buyer  commission  was  recently  upped  to  15%. 


The  Cartoon  Factory 

www.cartoon-factory.com 

Broad  selection  of  original  and  limited 
edition  animation  art — strongest  in 
big-name  studios.  Use  the  no-nonsense 
search  function  or  browse  by  studio  to 
find  eels,  sericels  or  giclee  prints.  Don't 
know  what  those  words  mean?  Try  the 
the  Types  of  Animation  Art  Terms. 
Want  to  know  how  they're  made? 
Check  out  Creating  a  Limited  Edition 
Cel.  Typical  from  its  uncommon  selec- 
tion: a  limited-edition  eel  from  Lady 
and  the  Tramp  ($2,900). 
►  Best:  A  site  for  serious  •  Electors  that's 
accessible  to  beginners. 


►  Worst:  Slim  selection  for  smaller 
studios.  A  search  for  Betty  Boop  turned  up 
one  result. 


releases  of  Hollywood  movies.  Ev 
piece  is  accompanied  by  a  detailed 
scription  and  a  grade  for  condition. 

►  Best:  Powerful  search  tool:  sort  by  til 
stars,  director,  year,  genre,  studio,  write 
composer  or  country. 

►  Worst:  Erratic  quality. 

Profiles  in  History 

www.profilesinhistory.com 

The  Hollywood  paper  trail  ends  he 
with  the  widest  and  best  catalog 
high-ticket  celebrity  autographs  a 
movie-related  documents,  includi 


S>  Profits  In  Historv.com 


CONUCT  PflOHLES  I  a  HISTORY  H0O  942  2?S6  ' 

 .DCC^I  1  310»S9  ;?o- 


PH  CATALOGS 


personal  letters  of  stars  like  Vivii 
Leigh.  Also  available:  a  catalog  of  t 
company's  biannual  auctions,  featurL 
props,  costumes  and  set  pieces.  V 
spotted  a  ravishing  gray  silk  ball  gov 
created  for  Bette  Davis  by  her  favori 
designer,  Orry- Kelly  (estimated  vali 
$3,000  to  $5,000).  No  buying  on  tl 
site.  PiH's  only  online  auctions  are  c 
Ebay — and  that's  the  lowest-end  stuff 

►  Best:  Volume  and  quality  of  items. 

►  Worst:  No  search  engine. 


The  Nostalgia  Factory 

www.nostalgia.com 

Pressbooks,  press  kits,  window  cards, 
inserts,  posters.. . .  If  it  was  used 
to  promote  a  movie,  this  on-  , 
line  dealer  and  31 -year  f 
memorabilia-market 
mainstay  is  sure  to  carry  it. 
Selection  is  massive,  rang- 
ing from  vintage  MGM  press 
books  to  downright  surreal 


The  Prop  Store  of  London 

www.propstore.co.uk 

Where  props  and  costumes  go  after  tl 
director  yells,  "It's  a  wrap."  Action  ar 
sci-fi  rule  the  roost  here:  Try  on  f< 
size  Arnold  Schwarzenegger's  costun 
from  Total  Recall  ($1,445).  Or  pick  i 
a  gnarly-looking  battle  mace  froi 
Braveheart  ($485).  Search  by  mov 
title,  star  or  category  (Prop 
WEB  TIP  X  Wardrobe,  Pre-Production 
Having  doubts  about  \  Helpful    photos  dispk 
an  object's  value  or  au-  \  current  condition, 
thenticity?  Eppraisals.com 

wilt  offer  an  expert  second  |  ►Best:  E-mail  a  detailed 
opinion  on  any  object  via      prop  request  and  the 
e-mail  within  48      /  PropStore  will  seek  it  out 
for  you. 


hours. 


poster  art  created  for  Polish 


►  Worst:  Hard  to  browse. 
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CIAL     ADVERTISING  SECTION 


.earning 


How  to  Make 
Technology-Based 
Training  Work 


Systems  Chief  Executive  Officer  John  Chambers 
lot  have  a  crystal  ball,  but  he  does  have 
k-solid  prediction:  "E-learning  is 
ext  big  killer  application."  He  is 
utely  right,  and  smart  companies 
aking  notice  —  and  action, 
practice  businesses,  rang 
Dm  Dell  Computer 

to  Ernst  &  Young 
'erizon  Commu- 
ons  to  the  U.S. 
,  know  that  their 
3  success  depends 
their  ability  to  foster 
Dorate  culture  where 
ing  is  second  nature, 
irmer  General  Electric 

Executive  Jack  Welch  \ 

"Our  only  strategic  com- 
ve  advantage  is  the  intel 
al  assets  of  our  people." 

i6on  Hall,  Ph.D.  •  Produced  by  Jerry  Bowles 


ADVERTISEMENT  2 


So,  what  should  you  do  about  it?  Across  the  country  —  and 
around  the  world  —  organizations  are  making  the  most  of 
their  knowledge  by  turning  to  e-learning.  Fortunately,  companies  that  are  leading  the  w 
in  implementing  e-learning  technology  can  offer  valuable  lessons  and  insights  for  tt1 
mission-critical  initiative. 


Step  1 

Assign  Responsibility 

Assemble  a  Task  Force 
Your  competitors  are  likely  already  imple- 
menting e-learning  across  their  organiza- 
tions —  you  need  to  do  the  same.  To  move 
your  business,  you'll  need  the  support, 
skills  and  resources  of  the  entire  training 
staff  within  the  organization.  Take  advan- 
tage of  the  knowledge  around  you,  and 
build  buy-in  up  front  by  building  a  core 
team  to  develop  your  e-learning  strategy. 

Organizational  savvy  is  the  most  valu- 
able skill  of  a  hands-on  leader,  not  tech- 
nical expertise.  Your  primary  role  should 
be  motivating  buy-in  at  every  step  as  you 
craft  a  strategy  that  your  organization  will 
accept. 

As  you  build  your  team,  include  repre- 
sentatives from  each  of  the  major  train- 
ing groups,  including  IT  training,  HR  train- 
ing, leadership  development,  sales,  etc. 
The  IT  department's  network  services 
group  will  need  to  approve  and  perhaps 
implement  your  applications.  Keep  your 
chief  information  officer  informed  from 


the  beginning,  and  ask  him  or  her  to 
assign  a  contact  person  to  join  your  team. 
You  will  also  need  representation  from 
each  region  in  which  your  company  does 
business.  If  yours  is  a  global  organization, 
invite  key  thought  leaders  to  your  larger 
team  meetings.  Start  with  a  day  or  two  of 
foundation  training  for  the  entire  group  to 
bring  everyone  up  to  speed  on  current 
e-learning  capabilities  and  terminology. 

Step  2 

Learn  the  Lay  of  the  Land 

Tools/Architecture,  Services,  Content 
Implementing  an  e-learning  initiative 
might  seem  like  a  daunting  task,  but  it  is 
scalable,  provided  you  build  a  strong 
team  that  can  do  its  homework.  Familiar- 
izing yourself  with  the  layout  of  the  e- 
learning  industry  and  its  major  players  will 
enable  you  to  delegate  decision-making 
responsibilities  across  departmental  lines 
(see  Market  Map  on  page  5).  Input  from 
IT  will  be  essential  in  determining  the 
proper  Learning  Management  System 
(LMS),  software  that  helps  automate  the 


administration  of  training.  HR  and  r» 
vant  department  leaders  should  prov 
input  about  content  that  will  need  to 
adapted  to  e-learning.  Overall,  it's  imp 
tant  to  remember  that  your  e-learning 
tiative  will  be  built  out  of  interrela' 
architecture,  services  and  content.  / 
your  team  to  determine  the  spec 
needs  and  capabilities  of  your  organi 
tion.  This  will  help  you  decide  whethei 
choose  different  vendors  for  each 
these  aspects,  or  whether  you  should  • 
for  an  end-to-end  solution  that  will  p 
vide  a  packaged  —  but  therefore  le 
customized  —  combination  of  architi 
ture,  services  and  content. 

Step  3 

The  Big  Picture 

Develop  Your  E-Learning  Strategy 
Careful  analysis  and  advance  planning  \ 
ensure  the  successful  implementation 
an  e-learning  system.  Think  about  your  s| 
cific  goals,  as  well  as  the  challenges  fao 
your  organization.  You  might,  for  mstani 
ponder  such  possibilities  as  mergers  a 


You  can  almost  hear  your  e-Learning  system  accelerate. 

're's  a  reason  your  e-Learning  system  can't  keep  pace  with  the  rest  of  your  business.  Developing  courseware  in  the  traditional  way  is  slow, 
•ensive  and  forces  you  to  reinvent  the  wheel  every  time  you  create  new  training.  It  also  makes  it  hard  for  users  to  access  the  training  they 
'd  to  do  a  specific  job  right  now.  Knowledge  Mechanics  Studio  streamlines  the  development  process  and  enables  users  to  tailor  their 
ning.  It  lets  you  re-use  training  elements  to  create  new  courses,  sales  presentations,  product  documentation,  even  marketing  materials, 
i  it  enables  you  to  deploy  content  through  a  variety  of  media,  including  Web,  CD-ROM  and  print.  Most  important,  Knowledge  Mechanics 
dio  integrates  with  and  optimizes  your  legacy  systems  and  data,  giving  you  a  quicker  return  on  your  e-Learning  investment.  Truly 
ext  generation  authoring  platform,  Knowledge  Mechanics  Studio  is  the  ideal  e-Learning  complement  to  your  strategic  projects  and 
iatives.  Call  us  today  to  learn  how  Knowledge  Mechanics  can  help  accelerate  your  training.  We  guarantee  you'll  like  what  you  hear. 

BSF^.  Knowledge 
North  America  *  Mechanics  Europe  •  Middle  East  •  Africa 

I  1-888-332-984?  www.knowledgemechanics.com  (all  +U  (0)  1925  661  786 

Knowledge  Mechanics  is  an  XBOX  Technologies  "  Company 


THINQ 


Choosing 
An  E-Learning 
Partner 
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We  realize  that  choosing  an  e-learning 
solution  is  a  complex  undertaking. 
What  kind  of  solution  do  you  need? 
How  quickly  can  it  be  implemented? 
What  content  is  available?  And 
what  about  helping  insure  the  suc- 
cess of  the  solution? 

Having  implemented  learning 
strategies  for  over  4  million  people, 
we  understand  what  makes  a  suc- 
cessful e-learning  solution. 

1.  Develop  a  learning  strategy 
that  maps  learning  initiatives 
to  organizational  objectives. 

2.  Integrate  our  proven  Web- 
based  learning  management 
infrastructure. 

3.  Provide  the  world's  largest 
aggregation  of  professional 
e-commerce-enabled  learning 
content. 

4.  Deliver  a  time-tested  imple- 
mentation methodology. 

5.  Follow  through  with  unique 
on-site  success  services,  driv- 
ing learners  to  improved  per- 
formance. 

All  of  this  insures  a  successful 
investment  in  organizational  learning. 

That's  why  more  than  200  organi- 
zations, including  Boeing,  Citigroup, 
MCI  WorldCom,  Harvard  University, 
Pfizer  Pharmaceuticals  and  Diebold, 
use  THINQ  solutions  to  manage 
the  training  of  over  4  million  active 
learners  worldwide. 

Contact  THINQ  at  (888)  931-331 1 , 
or  visit  www.THINQ.com. 

THINQ 

LEARNING  THAT  POWERS  BUSINESS 


Overall,  it's  key  to  remember  that  your  e-learning  initiativ 


acquisitions,  rapidly 
changing  product  lines 
or  the  constant  need  to 
train  new  employees.  An 
initial  needs  assessment 
will  help  keep  costs 
in  check  and  will  also 
help  establish  guide- 
lines about  what  to  build 
into  the  system. 

Step  4 

Build  a  Foundation 

Select  the  Right  Learning 
Management  System 
A  Learning  Management  System  auto- 
mates the  administration  of  training  activ- 
ities. An  LMS  catalogs  courses,  registers 
users  and  tracks  learners'  progress.  Look 
to  the  new  capabilities  of  these  systems 
for  major  solutions  to  learning  challenges. 
For  example,  the  more  sophisticated 
LMSs  serve  as  the  central  hub  for  addi- 
tional functions  such  as  online  assess- 
ments, skill-gap  analysis,  personalization, 
performance  management,  ROI  analysis 
and  more.  The  LMS  manages  all  of  your 
content  and  users,  and  provides  reports 
to  management. 

The  LMS's  tracking  function  can  provide 
important  feedback  about  the  effective- 
ness of  the  learning  initiative.  For  example, 
before  Rockwell  Collins  implemented  its  e- 
learning  system,  the  company  worried  that 
massive  expenditures  on  training  were  not 
resulting  in  much  learning  —  a  definite 
cause  for  concern.  Major  problems  included 


high  "no-show"  rate 
due  to  inflexible  sche 
uling  and  training  thi 
was  insufficiently  relc 
ed  to  on-the-job  app 
cation.  In  the  cas 
of  a  mission-critic 
course  for  2,500  enc 
neers,  throughput  wi: 
traditional,  classrooi 
training  would  have  been  200  learners 
year,  at  best.  Thanks  to  e-learning,  8C 
people  have  completed  the  course  in  tr 
first  two  months.  Rockwell  Collins  expec 
that  all  2,500  engineers  will  have  covere 
the  material  within  the  first  year,  at  les 
cost  and  with  equivalent  or  superior  result 
With  113  Learning  Management  Sy 
terns  in  the  marketplace  today,  one  w 
surely  meet  your  particular  needs. 

•  Learn  about  the  category  by  searci 
ing  online,  talking  to  peers  and  hea 
ing  from  vendors. 

•  List  your  business  requirements 
identify  what  is  needed  for  your  orgar 
zation,  and  to  screen  potential  system 

•  Send  a  Request  for  Proposal  to  vendo 
that  appear  to  match  your  busines 
requirements  (sample  template  ava 
able  at  www.brandon-hall.com). 

•  Have  your  selection  committee  - 
including  a  representative  from  IT  ne 
work  services  —  review  the  propo 
als  and  pare  down  the  list  of  vendo 
to  two  to  four.  Invite  those  vendors 
to  demonstrate  specific  features  rel< 
vant  to  your  organization's  goals. 

(continues  on  page i 
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GlobalLearningSystems 


>ut  of  interrelated  architecture,  services  and  content. 


.earning  Market  Map: 

An  Overview  of  the  Pieces 
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C  SERVICES 


Custom  Course  Development 
Sample  vendors: 

•  Allen  Interactions 

•  Cognitive  Arts 

•  Quisic 

System  Integrators 
Sample  vendors: 

•  Anderson  Consulting  (now  Accenture) 

•  Deloitte  &  Touche 

•  PricewaterhouseCoopers 

Large-Scale  Course  Conversion 
Sample  vendors: 

•  LeadingWay 

•  LearningByte  International 


(  content" 


Learning  Portals  (course  aggregators) 
Sample  vendors: 

•  GeoLearning 

•  Headlight 

Online  Course  Publishers 
Sample  vendors: 

•  DigitalThink 

•  Element  K 

•  KnowledgeSet 

•  NETg 

•  Skillsoft 

•  SmartForce 

•  SMGnet 

•  Syntrio 

Online  Degree  Programs 
Sample  vendors: 

•  Unext  -  Cardean  University 

•  University  of  Phoenix 

•  Western  Governor's  University 


rtg/Assessment  Tools 
ale  vendors: 

lagogue  Solutions 
jstionmark 
z  Studio 


End-to-End  Solutions 
These  sample  vendors  provide  a  mix  of 
products  and  services  from  nearly  all  of  the 
above  categories: 

•  Click2learn 

•  GlobalLearningSystems 

•  IBM  Mindspan 

•  Mentergy 


)te:  Many  of  these  companies  offer  products  and  services  from  a  wide  number  of  the  above  categories, 
categorized  within  the  Market  Map  according  to  their  greatest  strength. 

idapted  from  Market  Map  for  E-Learnmg,  www.brandon-hall.com. 

sarning  Terms  to  Keep  You  'In  the  Know'"  section  within  this  article  for  vendor  definitions. 


GlobalLearningSystems  is  redefining 
e-learning  to  mean  "educate,  evolve, 
energize,  entertain  and  e-magination." 
We  are  a  global  provider  of  integrat- 
ed, customized  learning  solutions 
for  corporations,  government  and 
academic  institutions. 

GlobalLearningSystems  listens, 
understands  and  responds  to  our 
clients  based  on  objectives  for 
their  organizations.  An  internation- 
al learning  company  with  a  20-year 
operating  history,  we  extend  a  full 
set  of  learning  and  technology 
resources  tailored  to  improving 
performance,  productivity  and  prof- 
its. As  an  enterprise  grows  and 
expands,  GlobalLearningSystems 
has  encompassing  resources  to 
grow  with  it.  . 

GlobalLearningSystems  is  a 
founding  member  of  the  Global- 
LearningAlliance,  a  consortium  of 
top  training  companies  providing 
learning  services  and  technology  in 
over  70  countries.  Because  of  our 
history,  global  reach  and  expert 
team  of  managers,  technologists 
and  solutions  architects,  we  have 
a  remarkable  group  of  valued 
clients,  many  of  whom  have  been 
with  us  for  over  10  years.  Global- 
LearningSystems —  Inventing  the 
Future  of  Learning. 


LjloWlEARNINq 

SYSTEMS 

www.globallearningsystems.com 


Formerly  Ziff-Davis  Education.  Element  K  ha 
trained  millions  of  professionals  in  thousand 
of  organizations  for  nearly  20  years.  In  th 
"80s.  we  created  innovative  classroom  tool 
and  techniques  that  laid  the  foundation  fo 
modern  professional  training.  In  the  '90s.  wi 
were  the  first  to  bring  interactive  IT  traininj 
to  the  Web.  And  today,  we  have  evolved  int< 
Element  K — the  most  effective,  comprehen 
sive,  and  integrated  e-learning  resource  ii 
the  industry. 


at  moment  when  everything  falls  into  place. 


ie  years,  we've  learned  what  it 
o  create  a  successful  learning 
rice,  one  that  has  a  lasting  impact 
learner — and  the  workplace. 

ement  K  offers  all  the  "elements" 
jly  integrated  e-learning  solution: 

JAL.  COURSES  IN  A  POWERFUL 
NC  MANAGEMENT  SYSTEM, 
t  K  offers  more  than  600  original 
igaging  courses  rn  11  specific 
s  ranging  from  E-business  to 
Yoductivity  to  Web  Development, 
o  offer  specialized  courses  by 
experts  such  as  our  Business 
iment  series  from  Harvard  Business 
Publishing.  Everything  we  offer  is 
tely  integrated  with  a  powerful 
;  management  system. 

-learning  companies  offer  content 


Students  benefit  too,  because  with  our 
fully  hosted  service,  they'll  have  access 
within  hours.  LMS-only  companies  often 
require  months  of  setup  time  before 
students  can  begin  learning. 

Proven  instructional  design. 

Thanks  to  superior  design  methodology, 
students  find  learning  with  Element  K  to 
be  more  interesting  and  more  engaging. 
So  they  build  the  skills  they  need  and 
you  see  the  results  on  the  job.  And 
it's  consistent  across  all  Element  K 
formats. .  .from  online  tutorials  to  offline 
instruction  manuals. 

A  CHOICE  OF  LEARNING  METHODS. 
Learners  can  choose  the  way  they 
learn  best:  from  self-paced  tutorials,  to 
synchronous  and  asynchronous  online 
instructor-facilitated  training,  to  virtual 


24/7  LIVE  SUPPORT. 
Element  K  has  around-the-clock  technical 
support  via  chat,  e-mail,  and  phone.  We 
also  have  the  resources  to  help  you 
deploy  and  use  Element  K. 

Integration  and  personalization 

services. 

Element  K  can  develop  custom  content 
for  your  organization,  integrate  our 
service  with  your  ,  back-office  systems, 
and  personalize  your  site. 

The  choice  of  innovative 
organizations... 
Today,  Element  K  is  providing  online 
learning  to  hundreds  of  thousands  of 
students  in  organizations  like  Alliance 
Capital,  The  Boston  Consortium  (Harvard, 
MIT,  Boston  College,  etc.),  BP  Amoco, 
ExecuTrain,  Gateway,  Honda,  Macromedia, 


jment  system  are  interwoven, 
ss,  intuitive,  and  powerful,  this 
tely  integrated  solution  gives  you 
alue  for  your  learning  experience. 

te  of  administrative  tools  includes 
hensive  reporting,  pre-  and  post- 
;essment,  job  role  and  competency 
I,  and  even  provides  personalized 
;  paths  and  plans  for  goal-oriented 
:s.  And  because  it's  fully  hosted  by 
:  K,  your  IT  staff  will  have  no  hard- 
software  implementation  concerns. 


24/7  access  to  a  comprehensive  set  of 
reference  tools  that  are  unmatched  in  the 
online  learning  industry.  These  include 
boaks24x/ '.com,  a  vast  electronic  library 
of  top  technical  titles  from  leading 
publishers  (including  our  own  Element  K 
Journals™);  a  unique  business  and 
technology  search  engine;  and  a  subject- 
oriented  directory  of  articles  and  links. 

A  VITAL  ONLINE!  COMMUNITY. 
Through  our  instructor-facilitated  courses, 
Element  K  learners  enjoy  a  lively  exchange 
of  ideas  with  instructors,  experts,  and 
peers  in  a  true  online  university. 


See  how  Element  K  can  click  with  your 
employees.  Become  part  of  the  Element  K 
experience  with  a  free  trial  enrollment. 

Visit  us  at:  www.elementk.com 
Click  on  ENROLL,  and  enter 
enrollment  key: 
12220-11328-eIementk 


element  k 

the  catalyst 


Copyright  ©  2001  Element  K  Content  LLC.  All  rights  reserved. 


DigitalThink 


The  New 
Corporate 
Strategic 
Weapon  — 
E-Learning 


Smart  organizations  realize  that  as 
they  work  to  transform  themselves 
into  competitive  e-businesses, 
their  most  critical  resource  is  their 
people  —  and  what  their  people 
know.  Therefore,  the  single  most 
effective  e-business  enablement 
tool  is  e-learning. 

KPMG  Consulting  is  one  of  the 
smart  companies  that  understands 
the  strategic  value  of  learning. 
DigitalThink  and  KPMG  Consulting 
have  formed  a  global  alliance  to 
jointly  deliver  e-learning  solutions 
to  organizations  around  the  world, 
including  GE  Capital  and  Ingersoll- 
Rand. 

The  DigitalThink/KPMG  Consult- 
ing alliance  commenced  when 
KPMG  used  DigitalThink  internally 
to  develop  a  learning  portal  to 
keep  its  22,000  consultants  around 
the  world  ahead  of  the  curve  on 
e-commerce  business  strategies. 

DigitalThink  is  the  leading  pro- 
vider of  comprehensive,  end-to- 
end  e-learning  solutions.  More 
information  is  available  on  the  Web 
at  www.digitalthink.com. 
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DigitalThink' 


You  will  probably  need  to  build  and  buy  courses,  but  ui 
off-the-shelf  courses  whenever  possible  to  reduce  cos 


(continued  from  page  4) 

•  Reduce  your  finalists  to  one  or  two  ven- 
dors and  have  IT  work  with  them  to  try 
the  system  on  your  network  test  bed. 

•  Talk  to  the  vendors'  customers  about 
implementation  success,  usefulness 
of  the  new  system,  responsiveness 
of  the  vendor  after  the  sale,  etc. 

•  Ensure  that  the  LMS  can  be  integrated 
with  your  existing  systems  —  it  will 
need  to  exchange  data  with  your 
human  resource  information  sys- 
tem (HRIS)  or  enterprise 
resource  plannin 
(ERP)  software.  It 
will  also  need  to 
launch  and  track 
online  courses  that 
you  use  internally 
(launching  is  easy; 
tracking  scores 
requires  compati- 
bility). 


SMART  COMPAf 
www.digitcltr 


Step  5 
Content  Choices 

Build  or  Buy 

Next  up  is  determining  how  to  incorpo- 
rate content.  You  will  probably  need  to 
build  and  buy  courses,  but  a  good  rule  of 
thumb  is  to  use  off-the-shelf  courses 
whenever  possible  to  reduce  costs. 
There  are  a  number  of  choices  that  offer 
the  usual  trade-offs  of  time,  effort,  cost 
and  effectiveness: 

1 .  Buy  off-the-shelf  courses  (low  cost, 
low  risk,  easy  to  implement). 

2.  Build  your  own  custom  courses 


(medium  cost,  risk  with  new  || 
high  effort). 
3  Build-  customer  courses  usinc 
outside  developer  (high  cost, 
risk,  low  effort). 
In  addition  to  online  courses,  many  a 
nizations,  including  IBM,  Ernst  &  Yo 
and  Verizon  Communications,  us 
"blended"  approach,  combining  om 
courses  with  classroom-based  activit 
This  allows  the  organization  and 
employees  to  derive  the  n 
mum  benefits  fr 
each  approach. 

Will  these  onl 
courses  replace 
classroom  trainii 
Let's  hope  not.  Th 
are  unique  advanta 
to  meeting  face 
face  with  peers 
classroom  and  \ 
ing  an  instructor  li 
you  through  the  cont 
while  answering  questions.  Perhaps  5 
of  all  corporate  training  will  be  onl 
learning,  with  the  balance  being  cle 
room  based. 

Start  Small 

If  your  organization  has  not  used  e-le; 
ing  before,  you  should  start  small  wh 
few  pilot  projects.  Add  a  course  cata 
to  your  intranet,  license  off-the-shelf  c 
tent  from  a  learning  portal  site 
Market  Map  on  page  5)  or  work  wit 
local  developer  to  create  custom  cours 


-Learning 

tat  really 
inks 


do  you  get  your  employees  to  turn  what  they 
into  business  results  for  your  company? 
3  what  they  learn  easy  to  absorb.  SMGnet's 
sn  methodology  does  this  through  customized 
ssment  tools,  facilitated  learning,  e-Learning 
simulations.  Now  that  you  know  what  we  do, 
Idn't  we  be  doing  it  for  your  company? 
)0,445.7089. 

proving  business  performance 
Dugh  human  performance. 


3S£ 


mgrtet 

www.smgnet.net 


KnowiedgeNet.com,  Inc. 
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KnowledgeNet.com,  Inc.  delivers 
next-generation  e-learning  that 
enables  enterprises  and  individuals 
alike  to  enjoy  Internet-based  train- 
ing with  the  freshest  content  and 
best  instructional  design  possible. 

The  company's  multiple  synchro- 
nous (live)  and  asynchronous  (self- 
paced)  content-delivery  solutions 
represent  an  integrated  suite  of 
e-learning  products  that  can  be 
easily  customized.  KnowledgeNet's 
technology,  content  and  services 
received  nine  awards  in  2000, 
including  the  Brandon  Hall  of  Fame 
Gold  award  and  the  ITTA  Award 
for  Excellence. 

KnowledgeNet  is  a  member  of 
the  Cisco  Learning  Solutions  Pro- 
gram (CLSP)  and  is  a  Microsoft  Cer- 
tified Technical  Education  Center 
(CTEC).  Companies  choose  our 
integrated  e-learning  solutions  for 
their  proven  return  on  investment, 
high  pass  rates,  engaging  content 
and  superior  customer  service.  A 
recent  study  by  CMP  Media  vali- 
dated KnowledgeNet  customers' 
certification  pass  rates  at  94%,  the 
highest  in  the  industry. 

Founded  in  1998,  KnowledgeNet 
is  privatelv  held  and  based  in  Scotts- 
dale,  Ariz.  It  is  backed  by  Cisco 
Systems,  Morgenthaler  Ventures, 
Sierra  Ventures,  Trinity  Ventures  and 
Berkeley  International  Capital  Corp. 

For  more  information,  visit 
www.knowiedgenet.com,  or  call 
(888)  688-3716. 
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You  can  start  small,  within  your  existing 
budget,  as  you  and  your  colleagues  get 
used  to  the  new  approaches  that  e-learn- 
ing allows. 

Learn  From  the  Best: 

Insights  About  Building  Courses 

•  Content  from  Here,  There  and  Every- 
where —  Organizations  such  as  Shell 
and  the  U.S.  Navy  acquire  their 
e-learning  content  from  a  variety  of 
existing  sources,  making  systematic 
"build-versus-buy"  decisions  and  find- 
ing creative  ways  to  manage  the  high 
cost  of  content. 

•  Learning  Objects  and  Templates  — 
Still-evolving  learning  object  strate- 
gies (learning  in  bite-size  nuggets  that 
can  be  reused)  are  well  in  place  at 
Cisco,  Ernst  &  Young  and  Verizon 
Communications,  and  are  in  develop- 
ment at  Air  Canada. 

•  My  Own  Time,  My  Own  Place  — 
Confirming  the  trend  toward  online 
self-instruction,  eight  of  the  ten  best- 
practice  organizations  studied  are 
using  self-paced  courses  to  allow 
anytime,  anywhere  e-learning.* 

Step  6: 

Champion  the  Cause 

Create  Buy-In 

Launching  an  e-learning  initiative  without 
employee  and  management  support  is  like 
racing  a  sailboat  without  a  crew.  It  doesn't 


•Brandon  Hall,  Jacques  Lecavalier,  "E-learning  Across  the 
(October  2000) 


work.  So,  whose  buy-in  do  you  need 

1.  Upper  Management 

Develop  a  strong  business  case 
includes  a  return-on-investm 
analysis.  There  is  typically  a  5 
time  savings  and  a  30%  to  60%  c 
savings  with  e-learning,  compa 
with  classroom  instruction.  Inch 
information  about  what  leader: 
your  industry  and  competitors 
doing  with  e-learning,  and  specr 
on  how  it  is  critical  to  meeting  c 
porate  goals. 

2.  Line  Managers 

Show  frontline  managers  the  ti 
savings  of  e-learning  and  address 
effectiveness  (studies  by  brand 
hall.com  show  it  is  as  good  as, 
better  than,  classroom-based  lee 
ing).  Line  managers  will  be  an  imp 
tant  link  to  identifying  the  busin< 
benefits  of  e-learning. 

3.  All  Training  Staff 

The  old  joke  about  being  replaced 
a  computer  is  real  among  soi 
trainers.  Show  new  opportunities 
staff,  and  offer  them  opportunities 
iearn  new  skills. 

4.  Learners 

You  can  build  it,  but  will  they  corr 
Successfully  implemented  e-learn 
often  relies  on  marketing  savvy.  L 
newsletters,  memos,  the  corpon 
intranet,  etc.,  to  introduce  e-lea 
ing's  benefits. 

Enterpise:  The  Benchmarking  Study  of  Best  Practic 


"Nothing  has  to  travel  faster  than  knowledge." 


Rand  Blazer,  President  and  CEO,  KPMG  Consulting 

When  KPMG  Consulting  wanted  to  keep  its  8,000  consultants  ahead  of  the  rapidly 
evolving  e-commerce  curve,  it  turned  to  DigitalThink.  Our  e-learning  solutions 
have  helped  them  not  only  get  out  in  front,  but  stay  there.  KPMG  Consulting  is  one 
of  the  leading  companies  who  rely  on  DigitalThink  to  help  them  get  to  market 
faster  with  smarter  employees,  a  more  knowledgeable  sales  force,  and  customers 
who  understand  how  to  use  their  products  and  services. To  find  out  how  cutting 
lead  time  can  lead  to  a  better  bottom  line,  visit  us  at  www.digitalthink.com. 


SMART   COMPANIES   GET  IT 


SMGnet 

Simulation  is  what  makes  us  dif- 
ferent and  what  creates  business 
value  for  our  clients. 

As  the  leader  in  simulation-based 
learning,  SMGnet  provides  engag- 
ing, interactive  solutions  that  foster 
more  adoption,  more  collaboration, 
better  decision  making  and  ulti- 
mately, improved  business  results. 

SMGnet  empowers  individuals 
to  think  analytically  and  imagina- 
tively. We  provide  solutions  that 
acclimate  people  to  change  and 
facilitate  creative  problem-solving. 
Because  we  understand  how 
people  really  learn,  adapt  and 
behave,  we  make  a  measurable 
impact  on  our  clients'  most  valu- 
able asset,  their  human  capital. 
SMGnet's  simulation-based  services 
improve  individual  performance, 
enabling  organizations  to  excel. 

Blending  live  and  online  delivery, 
SMGnet  provides  comprehensive 
learning  solutions  in  the  areas 
of  finance,  project  management, 
e-Business,  marketing,  strategy, 
sales  and  leadership. 

SMGnet  is  committed  to  serving 
our  clients  with  customized  learning 
solutions  designed  to  facilitate 
organizational  development  through 
individual  improvement. 


smgnet 

*  business  unit  ol  Stiaieglc  Management  Group,  Ire. 
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Source  brandon-hall.com 

Step  7 

Prepare  for  the  Future 

Track  E-Learning  Trends 
You  will  be  hearing  more  about  these 
trends  as  they  begin  to  influence  internal 
decisions  in  the  months  and  years  ahead. 

Trend:  Wireless  — 
E-Learning  Unplugged 

Mobile  or  wireless  computing  will  be  the 
next  big  wave  —  analysts  project  that  by 
2002,  wireiess  devices  such  as  browser- 
enabled  cell  phones  will  outnumber  wired 
units  such  as  PCs.  Estimates  are  that 
90%  of  wireless  devices  will  be  Internet- 
capable,  and  that  this  figure  will  reach 
1  billion  by  2003. 


Looking  at  wireless  e-learning  as  j 
another  technology-enabled  option 
learning  results  in  a  new  way  to  exte 
your  reach  to  employees  on  the  r( 
while  complementing  other  train 
approaches  used  back  in  the  office. 

Trend:  Content  Management 
Systems  —  Serving  Up  Hundreds  c 
Skills  and  Tons  of  Knowledge 

Content  Management  Systems  serve 
the  right  content  to  the  right  learnei 
the  right  time.  When  companies  w< 
just  beginning  to  dabble  in  e-learning  o 
a  decade  ago,  simple  authoring  to 
were  sufficient  to  create  dynamic  cours 
As  companies  start  to  produce  perh; 


TM 


ft.. 

/hen  Cisco®  Systems 

T  THEIR  SITES  ON  AN  E" LEARNING  PARTNER, 

"   WAS    NDTHING    BUT  'NET. 

)'s  dilemma:  Arm  sales  and  support  personnel  -  40,000  worldwide  channel  partners  -  with 
>lete  knowledge  of  all  Cisco  networking  products.  And  do  it  in  three  years  (or  less).  Cisco's  solution: 
/ledgeNet.  Why  KnowledgeNet?  Because  KnowledgeNet  is  anything  but  e-learning  as  usual. 
wledgeNet's  leading-edge  e-learning  solutions  will  enable  Cisco  channel  partners  to  keep  pace  with 
^ing  technology"  says  Kevin  MacRitchie,  Vice  President  of  Worldwide  Channels  at  Cisco  Systems. 
/ledgeNet's  technology  is  the  most  advanced  around.  Its  award-winning  blended  learning  approach 
>ines  live  instructors,  real-time  24x7  mentoring,  and  interactive  self-paced  learning.  And  an 
try-high  94  percent  pass  rate?  Well,  that  just  speaks  for  itself.  But  don't  just  read  about  it.  See  what 
)  already  knows.  Take  a  free  demo  class  for  yourself  at  www.KNDWLEDGENET.caM/FORBES. 
ind  out  how  easy  learning  can  be.    |  1 -S7Y-6BB-3V  1  6 

Knowledge Met 

Now  You  Know 


wledgeNet.com,  Inc  All  Rights  Reserved.  KNOWLEDGENET  is  a  registered  trademark,  and  the  K  DESIGN  and  NOW  YOU  KNOW  are  trademarks  of  KnowledgeNet.com.  Inc  Cisco,  Cisco  I0S.  Cisco  Systems,  and  the 
ms  logo  are  registered  trademarks  ot  Cisco  Systems.  Inc.  or  its  affiliates  in  the  U  S  and  certain  other  countries  All  other  brands,  names,  or  trademarks  mentioned  in  this  document  or  Web  site  are  the  property  of  their 
iwners.  The  use  of  the  word  partner  does  not  imply  a  partnership  relationship  between  Cisco  and  any  other  company.  (001 1 R) 
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Knowledge 

is  our 

business. 

Sparking 

potential 

is  our 

passion. 
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Taking  people  to  new  places  of 
discovery.  Helping  organizations 
break  through  to  success.  Creating 
innovations  that  advance  the  art 
and  science  of  learning.  It's  what 
we  love  to  do.  And  it's  what  we've 
been  doing  for  millions  of  learners, 
in  thousands  of  organizations,  for 
nearly  20  years. 

In  the  '80s  as  Logical  Operations, 
our  classroom  tools  and  techniques 
formed  the  foundation  for  modern 
professional  training.  We  were  also 
the  first  to  offer  fully  customizable 
libraries  and  authoring  tools,  in-class- 
room  interactive  media  and  case- 
based  training.  In  the  '90s  as  Ziff- 
Davis  Education,  we  were  the  first 
to  bring  interactive  IT  training  to  the 
Web.  Our  original  courseware  and 
training  materiais  are  used  by  clients 
as  varied  as  Gateway,  ExecuTrain, 
Harvard  University  and  the  U.S. 
Navy.  And  we  are  the  developers  of 
elementk.com,  one  of  the  most  inno- 
vative, comprehensive  e-learning 
solutions  on  the  Web  today. 

To  learn  more,  visit  us  at 
www.elementk.com,  or  see  our  ad 
on  pages  6  and  7. 

i  vl/ 

element 

the  knowledge  catalyst 


hundreds  of  online  courses,  however,  it 
becomes  increasingly  difficult  to  keep  all 
courses  stocked  with  the  most  current 
information. 

With  Content  Management  Systems, 
content  is  intelligently  stored  so  that  it 
can  be  used  and  reused  in  a  number  of 
e-learning  courses.  These  systems  are 
also  designed  to  accommodate  content 
changes  within  minutes,  as  opposed  to 
weeks  of  authoring  and  testing.  In  many 
systems,  content  can  also  be  shared  for 
other  uses  such  as  printed  documenta- 
tion, help  systems  or  even  visual  aids  for 
instructor-led  classes  on  the  same  topic. 

The  Bottom  Line: 

The  E-Learning  Evolution 

Change  may  not  be  easy,  but  it  is  neces- 
sary, inevitable  and  often  beneficial. 
Whether  your  business  succeeds  or  fails 
depends  in  part  upon  how  well  your  orga- 
nization leverages  its  full  intellectual  cap- 
ital —  and  e-learning  is  taking  a  starring 
role.  To  learn  more  about  e-learning  and 
to  keep  up  with  the  industry,  consider 
attending  conferences  such  as  Online 
Learning  2001  (Oct.  1-3,  Los  Angeles)  or 
TechLearn  (Oct.  28-31,  Orlando),  and  read 
publications  such  as  Online  Learning 
magazine  and  Learning  Circuits  (online). 
Also,  think  about  joining  forces  with  an 
organization  that  has  implemented  e- 
learning  —  share  knowledge  and  learn 
together.  Keeping  informed  and  follow- 
ing the  steps  outlined  in  this  guide  will 
help  to  ensure  a  comprehensive,  well- 


thought-out  e-learning  system  for 
company  —  and  may  help  to  safegi 
your  company's  future  in  the  process 

Brandon  Hall,  Ph.D.,  is  the  chief  exea 
officer  of  brandon-hall.com  and  a  lea 
independent  researcher,  speaker 
adviser  in  e-learning,  helping  orgar 
tions  make  the  right  decisions  at 
technology.  Brandon  can  be  reache 
(408)  736-2335,  brandon@brandon-halb 
or  through  his  Web  site,  www.  brant 
hall.com. 
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It's  not  everyone  that  can  offer 
these  letters  of  recommendation. 


GlobalLearningSystems™  works  with  some  of 
the  most  respected  and  successful  organizations 
around  the  world.  And  for  good  reason. 

We  are  a  leading  global  provider  of 
integrated,  customized  e-Learning  solutions.  The 
GlobalLearningAlliance™  provides  learning  services 
in  over  70  countries.  With  a  20  year  operating 
history  providing  award-winning  learning  products 
and  services,  we  have  the  experience  and  talent  to 
deliver  total  learning  solutions  that  support  your  key 
business  objectives. 

We  listen  to  our  clients  and  respond.  Hewlett 
Packard  (HP)  agrees.  "We  have  had  great  success 
working  with  GlobalLearningSystems  in  providing 


online  learning  for  our  sales  force  as  they  move  to 
our  new  Oracle  CRM  product."  That's  performance 
enhancement. 

Call  us  toll-free  or  visit  our  website  to  learn 
more  about  our  powerful  e-Learning  solutions.  What 
we  have  done  for  these  companies  and  many 
others,  we  can  do  for  you. 

1-888-299-3664  Code  MFO 

www.globallearningsystems.com/adf 
adfinfo@globallearningsystems.com 


Learninq 
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TURE    OF  LEARNING 


Knowledge  Mechanics 
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Knowledge  Mechanics,  an  XBOX 
Technologies™  company,  is  an  inter- 
national provider  of  state-of-the-art 
e-Learning  solutions.  Our  primary 
goal  is  to  help  organizations  achieve 
the  maximum  return  on  one  of  their 
most  valuable  assets:  knowledge. 
Our  unique  products  and  powerful 
methodology  are  essential  to  any 
company's  e-Learning  and  knowl- 
edge transfer  system. 

Knowledge  Mechanics  has 
raised  the  technological  bar  in  the 
e-Learning  arena  with  our  next- 
generation  authoring  platform. 
Whereas  traditional  authoring  tools 
are  used  to  create  content,  our 
authoring  platform  creates,  stores, 
assembles  and  maintains  content. 

This  enables  our  clients  to  create 
and  update  company  training  mate- 
rials quickly  and  easily  with  a  single 
development  tool,  yet  deploy  the 
material  through  a  variety  of  media, 
including  the  Web,  CD-ROM  and 
print.  Employees  and  other  users 
can  get  the  information  they  want, 
when  and  where  they  need  it  — 
providing  our  clients  with  a  com- 
petitive advantage. 

Our  products  seamlessly  integrate 
with  legacy  systems  and  data,  pro- 
viding a  single  scalable  platform  on 
which  to  create  and  manage  an 
organization's  knowledge  resources. 
Learn  more  about  Knowledge 
Mechanics  at  www.knowledge 
mechanics.com. 


E-Learning  Terms  to  Keep  You 
"In  the  Know" 

•  AICC  Standard  An  important  stan- 
dard to  ensure  courses  and  Learning 
Management  Systems  can  share  user 
data  and  scores,  brandon-hall.com 
recommends  choosing  vendors  that 
meet  this  standard  or  SCORM.  (See 
SCORM  and  IMS.) 

•  Authoring  Tools  Software  used  to 
create  course  content  in  a  way  that  is 
easier  than  using  simple  HTML  editors. 

•  Classroom-Based  Training  Term  for 
traditional  training.  (Replaces  the  term 
"instructor-led  training,"  which  con- 
fused those  using  online  instructors.) 

•  Collaboration  Tools  Applications 
allowing  learners  to  work  with  others  via 
e-mail,  threaded  discussions  or  chat. 

•  Competency  Management  A  system 
to  identify  the  skills  and  knowledge 
employees  need  for  the  company  to 
stay  competitive.  It  helps  an  organi- 
zation to  spot  gaps  at  the  individual  or 
group  level  and  provide  training  or 
recruiting  to  close  the  gap. 

•  Content  Management  System  An 
application  that  stores  and  distributes 
the  right  content  to  the  right  learner 
at  the  right  time.  It  allows  one  to 
modify  a  course  in  minutes  rather 
than  over  weeks  of  authoring  and 
testing. 

•  IMS  Standard  Instructional  Manage- 
ment Systems  (IMS)  refers  to  an 
emerging  standard  for  e-learning, 
especially  using  learning  objects. 


•  Knowledge  Management  Sys 

Software  that  collects,  stores 
makes  information  available  in  an 
nization.  It  can  include  document 
of  projects,  information  about  pec 
expertise  and  more.  Knowledge  I 
agement  Systems  and  Learning  r 
agement  Systems  should  begi 
merge  over  the  next  18  months. 

•  Learning  Management  Sys 
(LMS)  Software  that  automates 
administration  of  the  training  func 
It  can  list  courses  in  a  catalog,  reg 
users  and  track  the  progress  of  l< 
ers.  Sophisticated  LMSs  can  be 
hub  for  online  assessments,  persi 
ization,  skill-gap  analysis,  perform 
management,  ROI  analysis  and  rr 

•  Learning  Portal  A  Web  site  that 
vides  courses  and,  sometimes,  cc 
oration  and  community  or  assessr 
and  learning  management  capabil 

•  Live  E-Learning  Previously  know 
synchronous  training,  an  instru 
presents  to  learners  at  a  specific 
via  the  Internet. 

•  SCORM  Standard  Now  the  lea 
standard  for  e-learning.  The  Shar 
Courseware  Object  Reference  M 
(SCORM)  from  the  Departmer 
Defense's  Advanced  Distributed  L( 
ing  (ADD  initiative,  SCORM  incc 
rates  the  best  of  the  other  standai 

•  Testing/Assessment  Tools  Pret 
to  uncover  training  needs,  and  p 
tests  to  determine  how  much  mat 
a  student  has  learned. 
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Final  Word  on  e-Learning 


lowing  conversation  addresses  some  of  the  most  common 
ns  and  concerns  facing  those  responsible  for  building  an 
ing  strategy  and  implementing  a  solution.  Dave  Egan, 
ovider  Strategies  and  Co-founder  ofTHINQ,  provides 
nswers  to  the  e-learning puzzle. 


Q.  How  much  of  a  role  can 
e-learning  play  as  a  strategic  driver 
to  achieve  business  goals? 

A.  When  done  right,  e-learning 
can  help  focus  a  workforce  towards 
specific  and  well-defined  goals  by 
providing  relevant  learning  content 
that's  clearly  aligned  with  those 
goals.  In  this  way,  e-learning  has 
become  a  major  strategic  driver  for 


ve  a  question  not  directly 
here  or  if  you  would  like 


laborate  on  one  of  the  answers  .  n  •  j 

,      r  ,  r     J       ....      companies  across  ail  industries. 
please  feel  free  to  e-mail  htm  r 

t:  answers@THlNQ.com 

Q.  We're  anticipating  some 
zing  this  year,  how  can  e-learning  help  us? 

vnsizing  often  means  that  the  employees  who  remain  have 
me  the  responsibilities  of  those  who  have  left.  Which  means 
need  to  learn  to  do  new  things,  or  to  do  things  in  a  new 
ot  only  will  the  remaining  workforce  require  education, 
vant  your  learning  solution  to  be  implemented  as  quickly, 
itly  and  effectively  as  possible. 

lat  criteria  should  I  use  when  trying  to  decide  on  an 
ing  partner? 

are  you  begin  the  shopping  process,  I  suggest  you  develop  a 
g  strategy  that's  aligned  with  your  overall  business  strategy, 
ire  your  business  objectives?  Is  yours  a  learning  culture*. 
ypes  of  learning  will  your  people  require  to  help  you  reach 
and  their — goals?  How  quickly  will  you  need  learning  pro- 
implemented?  All  e-learning  companies  are  not  created  equal 
,  important  that  the  one  you  select  works  within  the  culture 
ategy  of  your  business. 

lich  is  more  important,  content  or  LMS? 

h.  Content  and  management  are  inextricably  linked, 
le  you  own  the  world's  finest  refrigerator.  You  open  the  door 
i  empty.  That's  what  it's  like  to  have  an  excellent  LMS  and 
:ient  content.  Now,  imagine  you  come  home  with  the  finest 
rshest  foods  only  to  discover. . .  no  refrigerator!  Welcome  to 
rid  of  content  without  the  LMS.  One  without  the  other 
omises  the  effectiveness  of  the  entire  learning  solution. 


Q.  How  can  I  be  sure  that  those  who  need  to  learn 
are  actually  learning? 

A.  Your  e-learning  partner  should  have  processes  and  programs 
in  place  to  help  your  company  and  your  people  meet  the  learning 
objectives  that  have  been  set.  If  the  prospective  companies  you're 
looking  at  don't  have  the  systems  in  place  to  both  motivate  learn- 
ing on  the  front  end  and  provide  onsite  expertise  and  services  to 
ensure  learning  on  the  back  end...  keep  looking. 


We  know  why  you're  here. 

You're  here  because  you're  thinking  about  e-learning.  You're  thinking 
that  the  Learning  Management  System  you  select  must  have  proven  itself 
in  real-world  situations.  You'll  need  fast  access  to  a  large  network  of  learning 
providers  that  will  meet  your  needs.  You've  given  a  lot  of  thought  to  an  e-learning 
strategy  that's  aligned  with  your  business  objectives.  You  also  want  systems  in  place 
to  motivate  people  to  learn  on  the  from  end  and  validate  learning  on  the  back  end. 

THINQhas  addressed  each  and  every  one  of  these  thoughts  with  systems,  technology 
and  expertise  currently  in  place  for  over  4  million  users  worldwide.  Visit  our  web 

site  at  www.THINQ.com  or  give  us 
a  call  at  1-888-931-9339. 


Finally,  an  e-learning  company 
that  thinks  like  you. 

T  H  I  N  Q 

LEARNING  THAT  POWERS  BUSINESS 
WWW  THINQ.COM  «  1 .888.931 .9339 


THINQhas  learned  much  by  listening  to  those  seeking  e-learning 
solutions.  We've  learned  that  you  think  having  a  significant  network 
of  qualified  content  providers  is  important.  We've  learned  an  LMS 
must  be  functional,  scalable  and  easily  implemented.  We've  learned 
you  want  onsite  support  that  helps  to  assure  those  who  need  the 
training  get  the  training.  We've  learned  that  learning  is  not  just  a 
"nice  thing"  to  do  for  your  employees,  it's  a  strategic  driver  to 
achieve  business  success.  The  result  of  our  listening  is  what  we 
believe  to  be  the  most  comprehensive  enterprise  e-learning  solution. 
We  think  you'll  agree.  Give  us  a  call  or  visit  our  web  site  soon.  □ 

Finally,  an  e-learning  company  that  thinks  like  you. 


TH  I  NO 


LEARNING  THAT  POWERS  BUSINLSS 
WWW.THINQ.COM  •  1 .888.931 .9339 


Lewis  and  Clark  needed  one... 

...how  about  your  business? 

-Lean 


Free  e-Learning  white  paper  available  at  www.brandon-hall.com 


In  today's  global  marketplace,  there  is  an 
increasing  need  for  e-Learning,  and 
business  leaders  are  in  relatively 
unchartered  territory.  What  is  the  right 
path?  How  much  should  we  invest?  Which 
tools  are  best?  brandon-hall.com  is  your 


e-Learning  guide,  helping  you  find  1 
answers  by  providing  independent  a 
objective  research  reports,  informati 
on  best  practices,  and  strategic  advise 
services.  If  you're  exploring  e-Learnii 
brandon-hall.com  will  show  you  the  w 

brandon-hall  .cor 

Your  Guide  to  E-Learning 

www.brandon-hall.com 

info@brandon-hall.com 
408  I  736-2335 


tome  Buying 

lat's  the  best  way  to  reduce  your  face-time  with  annoying  real 

ate  brokers?  Consult  the  Web.  According  to  Media  Metrix,  some  7.6 
lion  people  visited  real  estate  sites  in  2000,  up  61%  from  a  year  earlier, 
umber  of  these  sites  are  from  full-service,  real  estate  agencies.  Other 
is  feature  homes  for  sale  by  owner,  homes  up  for  auction  and  homes 
lilable  because  of  foreclosures.  The  best  sites  offer  pictures  and  360° 
ual  tours.  By  checking  out  homes  online,  you  can  quickly  decide 
ether  it's  a  new  construction  you're  after  or  a  charming  turn  of  the 
itury  colonial.  You  can  even  focus  your  search  according  to  things  like 
ne  rates  and  median  household  incomes.  —Julie  Gold 


If— 

lown.com 

www.iown.com 

This  neatly  laid-out  site  offers  a  search  engine  that 

scours  more  than  700,000  listings  nationwide  repre- 

senting more  than  400  brokerage  firms.  Set  criteria: 
Bay  Area,  within  20  miles  of  the  city,  farmhouse-style, 
cost  between  $800,000  and  $1.3  million.  The  site  also 

offers  auctions  and  properties 

for  sale  by  owner.  Moving 
panoramic  views  let  you  see 
living  rooms,  bedrooms  and 

Tools  menu  Lw*?tf*fc^"v 

WO  rttrs.  chock  roar  treat. 

Oecldlng  lo  buy                  Finding  a  hone             And  an  agent,  ana  men. 
How  much  can  you  afford?  HomeScout 
Rent  w,  buy  Agentfinder 
HomeSalei 

the  back  lawn.  There  are  also 

m 

APR 

t.884 

Loam  and  rate*                  Salary  calculator 
Pre  qualification 

-  the  right  mortgage  Moving 
RateShopper                      Moving  calculator 

Credit  tervlc* 

CrcdltCheck 

Refinancing 

Refinance  check 

floorplans,  and  neighborhood 
maps,  which  make  finding  the 
right  house  easier.  Will  you  fit 

in  with  your  neighbors?  Check 

Ma 

i3 

33 

• 

local  incomes  and  percentage 
of  residents  who  attended 
college.  You  can  check  your 

credit,  get  preapproved  for  a  mortgage  and  find 
moving  companies. 

►  Best:  lown's  services.  You  can  even  arrange  to  connect 
electricity  and  gas  online. 

►  Worst:  Occasional  inaccuracies:  A  search  for  neighborhood 
facts  in  Manhattan  turned  up  information  on  Oneida,  N.Y. 

About.com 

http://homebuying.about.com 

Despite  its  tired  design,  this 
About.com  channel  is  a  home-buying 
link  fest.  Connect  to  just  about 
anything  you  could  want — brokers, 
houses  for  sale  by  owner,  new  homes 
under  construction,  and  auctions.  Use 
this  site  to  find  movers,  get  price 
quotes  from  them  and  pick  up  some 
advice  on  packing.  There  is  also  in- 
depth  information  about  things  like 
title  insurance,  closing  costs  and  how 
escrows  work.  If  you're  a  little  nervous 
about  the  big  move,  sift  through  its 
chat  rooms  for  advice  from  others. 
You'll  also  find  legal  resources  and  in- 
formation for  first-time  buyers. 

►  Best:  Easily  searchable,  archived 
articles  that  can  help  you  understand 
adjustable  rate  mortgages  and  property 
disclosure  rules. 

►  Worst:  Some  stale  links  and  content. 

Coldwell  Banker 

www.coldwellbanker.com 

With  200,000  nationwide  listings  and 
appealing  pictures,  Coldwell  Banker  is 
a  good  place  to  get  an  overview  of 
what's  on  the  market.  The  mortgage 
center  includes  a  glossary  explaining 


terms  such  as  "balloon  mortgage"  and 
"PITI."  Use  the  Neighborhood  Ex- 
plorer to  learn  about  the  neighbors' 
median  income.  School  information 
is  a  bit  sparse,  however,  offering  only 
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the  number  of  teachers  and  students 
and  the  contact  information  for  the 
county  office.  The  auction  is  a  joke. 
Currently,  the  only  homes  up  for  auc- 
tion are  in  Iowa. 

►  Best:  A  concierge  to  help  you  manage 
your  move.  Services  include  car  and  truck 
rental,  hotels  and  security  systems. 

►  Worst:  Limited  information  about  many 
properties  forces  you  to  call  the  agent. 

HomeSeekers.com 

www.homeseekers.com 

Here  you  can  seek  out  a  home  any- 
where in  the  U.S.,  and  even  in  a  num- 
ber of  foreign  countries  including 
Hong  Kong,  Mexico  and  France.  Sev- 
eral features  make  this  a  stand-out 
site.  For  instance,  you  can  take  a  vir- 
tual tour  of  properties,  find  out  about 
homes  in  foreclosure  and  get  a  list  of 
movers.  The  listings  give  detailed  de- 
scriptions and  you  can  narrow  your 
search  by  requesting  certain  features, 
like  homes  with  a  wet  bar  or  homes  in 
close  proximity  to  a  golf  course. 


H©MESEEKERScom 

ttSlDfNIIAt 


*4% 


HOMES EE<ERS  com  Goes  W«e!ess> 


►  Best:  This  site  lets  you  search  for 
homes  on  the  Web  using  your  cell  phone 
or  PDA. 

►  Worst:  Site's  couponing  service  is 
supposed  to  offer  new  residents  discounts 
at  local  stores.  Problem  is,  in  many  towns 
the  stores  don't  participate  so  no  coupons 
were  available. 

Homestore.com 

www.homestore.com 

One  of  Homestore. corn's  best  features 
is  that  it  links  you  to  one  of  its  sub- 
sidiary sites,  Realtor.com,  which  offers 
1.4  million  listings  from  more  than 
600  regions  nationwide.  Besides  that, 
you'll  find  tons  of  useful  information 
on  this  well-designed  site.  Check  out 
mortgage  rates,  find  a  lender,  get 


information  on  rate  trends.  Lots  of 
info  on  apartments  and  rentals  as  well 
as  links  to  movers,  new  homes  still 
under  construction  and  factory-built 
homes  ready  for  sale.  Also,  there's  ad- 
vice on  taking  care  of  your  lawn  and 
decorating  your  new  home. 

►  Best:  Tips  on  home  buying,  like  how  do  I 
find  a  house  inspector  who  won't  gloss  over 
serious  problems  in  order  to  get  more  busi- 
ness from  the  Realtor. 

►  Worst:  The  Relocation  Wizard  is  nearly 
useless. 

International  Real  Estate 
Digest 

www.ired.com 

This  directory  of  30,000 
Web  sites  helps  you  find 
brokers,  lawyers,  apprais- 
ers in  the  U.S.  and  around 
the  world.  There's  informa- 
tion on  properties  in  all  50 
states,  U.S.  territories,  and  more 
than  115  countries.  Each  section  offers 
helpful  tips  on  real  estate  purchasing 
in  each  country  listed.  For  example, 
the  site  links  you  to  British  sites  that 
explain  the  three  basic  kinds  of  mort- 
gages in  the  U.K.:  repayment,  endow- 
ment and  pension-plan  mortgages.  It 
also  links  you  to  listings,  agents,  mort- 
gage rates  everywhere  from  Singapore 
to  Malta.  If  you  are  moving  out  of  the 
U.S.  permanently,  click  the  link  for 
www.ilw.com,  the  Immigration  Portal. 
For  the  U.S.,  links  to  real  estate  associ- 
ations can  help  you  find  a  realtor  and 
neighborhood  information. 

►  Best:  Wealth  of  info  on  property-buying 
procedures  around  the  world. 

►  Worst:  Not  all  the  links  work. 

MSN  HomeAdvisor.com 

http://homeadvisor.msn.com 

Want  to  know  how  much  your  par- 
ents' house  is  worth?  Find  out  right 
on  the  home  page  with  a  calculator 
that  covers  2,900  of  3,200  counties  in 
the  U.S.  This  extremely  well-organized 
site  makes  it  easy  to  search  for  avail- 
able properties  in  many  zip  codes. 
Today's  mortgage  rates  are  also  listed 
right  up  front.  Easy  connections  to  fi- 


nancing information,  including  a  refi- 
nancing calculator.  A  nice  feature:  the 
new  tool  that  enables  side-by-sid« 
standard  of  living  comparisons  foi 
more  than  2,500  U.S.  cities. 

►  Best:  Maps  provide  quick  and  easy 
pinpointed  locations. 

►  Worst:  Few  images,  so  you  can't  see  a 
prospective  house. 

NewHomeNetwork.com 

www.newhomenetwork.com 

Sick  of  sinking  funds  to  repair  that 
money  trap  you  used  to  call  charm- 
ing? Maybe  its  time  for  a  brand-new 
house.  Start  here.  A  map  of  the 
available  communities  in 
the  U.S.  appears  on  the 
home  page,  so  you  won't 
waste  time  entering 
search  criteria  for  com- 
munities that  aren't  cov- 
ered. You  can  create  your 
own  profile,  request  a  brochure 
on  a  new  building  development  or 
contact  the  builder.  Offerings  are 
listed  by  builder,  with  the  various 
models  offered  in  descending  price 
order;  some  homes  have  just  been 
built,  some  are  yet-to-be-constructed 
and  others  are  new  developments  like 
the  Bear  Creek  Golf  &  Country  Club, 
a  500-acre  community  located  in 
southern  Douglas  County,  Ga.  The 
site  also  offers  a  tips-and-advice 
index,  which  gives  you  information, 
for  instance,  on  how  to  get  a  con- 
struction loan.  Links  connect  you  to 
appliance  sellers  and  those  that  offer 
design  ideas. 

►  Best:  Neighborhood  comparison  charts. 
►Worst:  The  site  charges  $25  for  unlimited 

subscription  to  comparison 
information. 


Forbes 


www.forbes.com/lifestyle 

Visit  our  Real  Estate  section  to  search  for  the 
world's  most  luxurious  homes.  Among  the 
pickings:  an  800-year-old  Austrian  castle 
above  Salzburg  and  estates  in  the  gated 
community  of  Starwood,  Aspen.  Colo.  Also 
links  to  the  finest  realtors. 
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Catch  the  magic  of 

Maria  Bartiromo 

live  at  Investment  Expo 


Keynote 


Attend  an  exclusive  luncheon 
with  Maria  Bartiromo  &  top 
analysts  on  Saturday,  March 
3 1  following  the  keynote. 

Individual  tickets  and  corporate  tables  are  available, 
please  call  888-937-5800  for  details  and  prices 

(luncheon  not  included  in  general  admission  price ) 


$10  Off  with  this  ad! 


(reg.  $30) 


nvestment 

EXPO 

sponsored  by 
CNBC  . 

cnbc.com 
Prolit  from  it 

h  3 1 -April  I*  Sheraton  NY  Hotel  &  Towers  • 
1 1  7th  Ave.  •  NYC  •  Register  @  8:30  am 


e  obvious  destination  for  all  smart  investors — What  a  smart 

mation  it  will  be!  One  that  can  send  you  home  Richer... Richer  with  the  knowledge 
;d  from  a  select  group  of  recognized  and  prominent  investment  professionals  coming 
ther  under  one  roof. 

icher  because  our  industry  leaders,  renowned  for  their 
igh  levels  of  expertise,  bring  new  life  to  today's  hottest 

>piCS:  Money  managers  from  mutual  fund  companies  give  their  views  on  the  market 
le  Future  Of  Online  Trading  •  Increasing  Performance  &  Reducing  Volatility  In 
chnology  &  Wireless  Investing  •  200 1  Market  Outlook  •  Ho  w  To  Find  Stocks  Fast  On 
ur  Personal  Computer  •  Estate  Planning  &  Wealth  Preservation  •  Master  Trading  With 
oven  Chart  Reading  Secrets  of  Professional  Traders...and  much  more! 

ticher  through  the  latest  online  software  &  investment 

/Stems:  TCI  Corporation,  How  To  Select  &  Swing  Trade  High  Performance 
:ocks-learn  our  1 6  stock  selection  criteria  to  identify  the  top  1 0  %  performing 
ocks  in  the  market  •  BigTrend's  one-stop  shop  for  stock  market  trading,  providing 
vestment  information  services  that  empower  you  to  become  your  own  broker, 
id  much  more! 

icher  because  you  can  choose  from  50  cutting-edge  seminars  on 

;  latest  industry  trends  &  participate  in  our  workshops  given  by  top  financial  experts 
Dtions  Industry  Council's  Basic.  Intermediate  and  Advanced  Options  Track  •  Adnane 
rg,  founder  ofWealthCare  Centers  •  Chris  Manning's  Mastenng  Trading  workshops — 
rated  stock  selection  seminars  in  the  US..and  much  more! 

O  home  richer  with  many  more  options  on  how  to  invest  your  money! 

eneral  admission  includes  access  to  over  100  exhibits,  FREE 

ucational  seminars  given  by  financial  experts  FREE  information  about  investment 

■  FREE  demonstrations,  showcasing  online  financial  services  and  products  FREE 
rtfoiio  evaluation  FREE  magazines,  newspapers  and  newsletters  ....and  much  more! 


Ik 

NBC 

:nbc.com 
>f it  from  it 


Call  Today!  General  seating  is  limited! 

888.874.9200  or  www.investmentexpo.com 
To  exhibit:  212.655.4540  ext.  230 

^    Forbes  investor  tracer 


THE  OPTIONS 
INDUSTRY  COUNCIL 


WALL 


Information  for  the 
Serious  Investor 


all  information  subject  to  change 


uxe  Shopping 

Auto  Manufacturers 

You  may  not  feel  comfortable  buying  your  next  car  online,  but  that 

shouldn't  prevent  you  from  doing  research  on  the  Web.  Auto 
manufacturer's  sites  are  great  places  to  visit  before  going  to  the  local 
dealer.  At  these  sites  you  can  choose  your  model,  check  out  available 
colors,  pick  a  trim  level  and  get  information  on  financing  and  leasing.  But 
many  automakers  go  further,  highlighting  performance,  convenience  and 
safety  features  of  their  models.  Besides  offering  slick  videos,  these  sites 
will  educate  you  and  make  you  a  smarter  haggler.  —Ben  Berentson 


Honda 

www.honda200l.com 

Almost  everything  an  auto  shopper  could  want  is  here: 
specs  and  feature  lists  for  the  latest  Honda  models,  leas- 
ing and  financing  payment  calculators,  downloadable 
PDF  brochures  and  plenty  of  photos.  The  360° 
interior/ exterior  viewer  works  flawlessly  and  the  site  also 
offers  short  video  clips  of  all 
of  its  models  in  action.  A  color 
viewer  lets  you  see  true-to-life 
colors  down  to  the  sunlight 
reflecting  off  of  the  finish. 
Shoppers  can  locate  their 
nearest  dealer  and  even  request 
a  price  quote. 
►  Best:  Short  videos  explain 
engineering  feats,  like  Honda's 
gas-electric  hybrid  motor  or  its  high-performance  VTEC  engine. 
►  Worst:  Specs  don't  include  performance-oriented  information 
like  gear  ratios. 


BMW 

www.bmwusa.com 

Like  a  its  5  series  sedan,  BMW's  site  is 
crisp,  clean,  functional  and  loaded  with 
features.  Choose  a  car  based  on  price, 
body  style  or  driving  style.  The  site  high- 
lights technical  features  of  each  model 
line,  like  a  programmable  key  that  re- 
members seat  settings.  Video  clips  and 
Flash  animation  help  explain  the  finer 
points  of,  say,  BMW's  xenon  headlamps. 
You  can  search  for  a  pre-owned  BMW, 
calculate  lease  and  financing  payments. 
►Best:  The  Buiid  Your  Own  BMW  feature 
explains  every  option,  every  accessory, 
color,  interior  surface  and  wheel  style. 


►  Worst:  Cargo  capacity  info  is  not 
provided  for  certain  models. 

Cadillac 

www.cadillac.com 

Cadillac,  GM's  performance 
luxury  arm,  has  a  souped-up 
Web  site  that  lets  you  visit  its  I 
virtual  showroom  and  view  \ 
all  of  its  models,  each  with  a 
tidy  one-sentence  description. 
Another  section  details  Cadil 
lac's  impressive  engineering  achieve 
ments,  like  its  night-vision  system  and 
Northstar  engine.  Descriptions  of  model 
features  are  written  in  plain  English  and 


clearly  outline  why  each  is  important. 

►  Best:  Video  clips  explain  features  like 
Cadillac's  skid-control  and  CD-ROM 
navigation  systems. 

►  Worst:  Useless  introductory  screens  fi 
each  topic  slow  browsing. 

Chrysler 

www.chrysler.com 

This  no-frills  site  features  plenty  of  wh 
space  and  the  large,  crisp  photos  give  i 
simple  elegance.  The  site  is  well  laid  01 
from  the  Vehicle  gallery,  which  offe 
short  summaries  of  its  models,  to  tou 
of  its  cars'  interiors,  exteriors  and  pe 
formance  capabilities.  You  can  apply  fc 
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credit  online,  and  link  to  Kelley  Bk 
Book,  where  you  can  calculate  trade- i 
values.  One  big  drawback:  the  Build  Yoi 
Own  Chrysler  utility  expects  you  t 
know  details — like  what  features  th 
300M's  Luxury  Group  includes. 

►  Best:  Side-by-side  comparisons  betwee 
models'  trim-levels  highlight  differences. 

►  Worst:  Color  options  are  shown  in 
pictures  of  just  the  door  handle  area. 


Volvo 

www.new.volvocars.com 

Volvo's  site  is  simple  to  navigate,  with 
pull-down  menu  helping  you  move  be 
tween  models.  The  Design  Your  Volv' 
feature  is  one  of  the  best  of  any  car  site— 
the  options  packages  are  clear! 
WEB  TIP         explained  and  priced.  A  360 
Thinking  about  an     \  exterior  view  stays  on  screei 
Aston  Martin  or  Hummer?  \  throughout.  Optiona 
wheels  are  pictured  and 
map  to  the  nearest  deale 
pops  up  once  you  are  done 
You  can  also  save  the  configu 
ration  to  a  personalized  garage. 

►  Best:  Request  a  price  on  your  customize 
Volvo  from  your  local  dealer  via  e-mail. 

►  Worst:  No  car  comparison  feature. 


Visit  our  superluxury 

car  category  at 
www.forbesbest.com 


134     FORBES"  Best  of  The  Web  ■  February  26, 2001 


ux&Shopping 


Books 


Sir  Francis  Bacon  would  have  delighted  in  using  the  Web  to  seek  out  books. 

"Some  books  are  to  be  tasted,  others  to  be  swallowed,  and  some  few  to  be 
chewed  and  digested,"  he  once  observed.  On  the  Web  you  will  get  a  full 
plate  of  offerings  from  market  superstores,  specialized  bookselling  sites 
and  a  number  of  search  engines.  Below,  we  provide  a  few  of  the  best  sites 
to  help  you  quench  your  literary  thirst,  or  just  find  a  quick  read.  While  the 
Web  can't  replace  the  ambience  of  a  good  bookstore,  it  can  bring  you 
books  that  even  the  best  booksellers  may  not  have.  —Eric  Schmuckler 


Powells.com 

www.powells.com 

Scan  the  1.5  million  books  (used  and  new)  stacked  up 
on  more  than  68,000  square  feet  of  shelves  in  the  re- 
tailer's Portland,  Ore.-based  store.  On  new  titles,  there's 
a  full  panoply  of  information,  reviews  and  excerpts.  The 
used  section  is  brilliantly  subdivided  into  browsable  sec- 
tions and  boasts  a  list  of  new 
arrivals  by  section.  Just  in: 
Barbarians  at  the  Gate.  There 
are  also  guest  essays;  links  to 
"host"  sites  on  matters  liter- 
ary; and  excellent  author  in- 
terviews. While  the  inventory 
list  is  updated  every  day,  you 
compete  with  walk-ins  for 
books  on  the  shelves.  One 
drawback:  used  books  are  often  simply  graded  standard 
or  less  than  standard,  not  enough  info  for  bibliomaniacs. 

►  Best:  The  most  browsable  used  book  section  around. 

►  Worst:  New  books  are  full  price. 


FAVORITE 


Harry  Potter  and  the  soittfif'i 
KMM  CQl.leptor't  BUM  by  J.  K. 
Howling 


la  March  of  ?000.  (he  Cty  of 
Books'  Rare  Book  tocm  martd 
Bom  ts  forma  heme  above  the  Amr 
Hugbei  Coffr*  ."bop  to  a  1.000 
square  foot  fpacr  tarn  fiom  tin 


Abebooks.com 

www.abebooks.com 

The  broadest  single  search  engine  on 
the  Internet  for  out-of-print  books. 
The  Advanced  Book  Exchange  links 
7,000  booksellers  and  24  million 
volumes.  You  can  easily  search  by  au- 
thor, title  or  keyword.  Abebooks  will 
handle  your  order  or  let  you  contact 
the  seller.  Shipping  costs  are  readily 
available.  Abebooks  looks  spiffy  and 
offers  staff  recommendations  and 
a  Collector's  Corner  on  antiquarian 
volumes. 

►  Best:  Ordering  options. 

►  Worst:  Flimsy  editorial. 


Amazon.com 

www.amazon.com 

Amidst  electronic  equipment  and 
kitchen  appliances  you'll  find  Amazon's 
snappy  bookstore.  All  the  editorial  ex- 
tras are  there  for  featured  books  (pub- 
lishing info,  excerpts),  including  a 
healthy  selection  of  largely  positive  re- 
views. Editor's  choices  tend  to  favor  the 
lightweight,  leavened  with  a  few  sub- 
stantial tides.  There  are  some  original 
interviews  of  variable  insight  and  the 
beefed-up  subjects  listing  looks  a  lot 
more  like  that  of  competitor  Barnes  & 
Noble's  site.  Good  selection  of  rare  and 
used  titles. 


►  Best:  Lots  of  options,  including  e-mail 
updates  on  favorite  topics. 

►  Worst:  Little  info  on  out-of-stock  books 

Audiobooks 

www.audiobooks.com 

If  you  would  rather  have  a  book  read  U 
you,  visit  Audiobooks — the  best  site  fo 
books  on  tape  and  CD.  A  smart,  quid 
search  engine  makes  it  easy  to  ge 
around.  There's  plenty  of  Grahan 
Greene  as  well  as  Grisham.  You  cal 
even  get  Homer's  Iliad — all  810  mini 
utes  of  it.  Some  titles  carry  a  straight' 
forward  one-paragraph  description 
Audiobooks  will  special  order  an( 
search  for  out-of-print  items. 

►  Best:  Check  out  the  recorded  oeuvre  of, 
say,  actor  F.  Murray  Abraham,  which 
includes  Marquez,  Bronte  and  Tom  Clancy 

►  Worst:  Limited  selection. 

Barnes  &  Noble.com 

www.bn.com 

Barnes  &  Noble's  site  became  our  fa 
vorite  online  bookstore  by  larding  ir 
original  literary  content  and  providing 
an  unvarnished  sampling  of  reviews] 
But  much  of  that  salon  feel  has  leacheq 
out  of  the  site.  The  front  page  is  utterly 
commercial,  hawking  Harry  Potter  and 
the  Beatles.  Review  snippets  are  morel 
upbeat  than  previously — the  site  offers 
mixed  reviews  for  Anne  Rice's  vampire 
potboiler,  Merrick,  excluding  the  New 
York  Times  pan.  Still,  its  genre  sections 
can't  be  beat,  with  well-chosen  sugges- 
tions, intriguing  essays  and  features. 

►  Best:  Those  in-depth  subject  pages. 
►Worst:  Site  has  become  less  like  a  good 

bookstore  and  more  like, 
JJ^£  ^  well,  Amazon. 


TaskuBuy  the  classic  children's  book  Goodnight 
Moon  by  Margaret  Wise  Brown.  While  it's  easy 
to  find  the  book  at  Barnes  &  Noble.com,  the 
pages  load  slowly  because  of  heavy  graphics. 


Abebooks.com 
Amazon.com 
Powclls.com 

Barnes  &  Noble 
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NOW  YOU  CAN  INVEST  LIKE 
THE  RICHEST  AMERICANS 

EXCLUSIVELY  (§>  FOLIOfn 


Order 


Account:  My  IRA 


Action 

Symbol 

Security 

Investment 

1 

Buy 

AES 

AES  CORPORATION 

$200.00 

2 

Buy 

AIG 

AMERICAN  B^TL GROUP  INC 

$200.00 

3 

Buy 

AMZN 

AMAZON  COM  INC 

$200.00 

4 

Buy 

BRCM 

BROADCOM  CORP  CLA 

$20000 

5 

Buy 

BRK.A 

BERKSHIRE  HATHAWAY 

$200.00 

39  Buy 


40  Buy 


XOXO 


NEXTLINK  COMM  INC 


$20000 


YHOO    :  YAHOO  INC 


$200  00 


Total 


$8000  00 


^  Modify  Order      ^  Piace  Order  j 


Forbes 

40  FOLIO 


"With  our  new  Forbes  40  FOLIO,  you  can  now  own  every  one  of  the  companies 
that  make  up  the  Forbes  40  Index.  According  to  Forbes  Magazine,  'The  Forbes  40  is 
a  group  of  equities  that  contributed  the  most  to  the  annual  fortunes  of  the  400 
richest  Americans.' 

Unlike  mutual  funds,  you're  not  locked  into  a  particular  basket  of  stocks.  You  can 
customize  this  or  any  of  our  other  FOLIOs  -  adding  and  deleting  stocks.  And  since  you 
own  the  stocks,  you  have  complete  control  of  your  taxes.  For  instance,  if  your  FOLIO 
has  increased  in  value,  but  you  have  a  few  stocks  that  went  down,  you  can  sell  your  losers  to  offset  other  gains 
and  minimize  your  taxes.  And  you  won't  ever  receive  the  annual  tax  bill 
you  get  with  funds.  You  get  all  this  for  a  flat  fee  of  $29.95  per  month.* 
Introducing  Folio  Investing  from  FOLIOfn.  Sign  up  now  and  get  30 
DAYS  FREE.  Visit  us  at  www.foliofn.com/fm  or  call  1-877-MY-FOLIO.' 


STEVE  WALLMAN, 

FOUNDER  &  CEO,  FOLIOfn 


www.foliofn.com 
1-877-MY-FOLIO 


FOLIO//? 


Wh 


at's  Next  %J 


id  Forbes  40*  are  registered  trademarks  of  Forbes  Management  Co.  Inc.  and  have  been  licensed  for  use  for  certain  purposes  by  FOLIOfn.  FOLIO  Investing  based  on  the  Licensor  List(s)  and/or  Licensoi  .>  Crand 
)re  not  sponsored,  endorsed,  sold  or  promoted  by  Forbes  or  FORBES  Magazine,  and  Forbes  makes  no  representation  regarding  the  advisability  of  investing  in  such  Product(s).  Forbes  is  neither  a  broker  dealer 
estment  advisor.  You  are  advised  to  consult  your  investment  advisor  before  making  any  investment  decision.  'With  FOLIOfn.  you  can  create  three  FOLIOs  of  up  to  50  stocks  each  for  a  flat  fee  which  includes 
trading  in  our  twice  daily  windows.  FOLIO  Investing,  like  all  investing,  involves  risk  including  potentially  the  loss  of  principal.  Sector  investments  may  be  higher  risk  than  other  investments.  Unlike  FOLIOs, 
ids  are  separate  securities  registered  with  the  SEC  that  are  separately  sold  and  managed  apart  from  their  underlying  securities.  ©2001  FOLIOfn  investments,  Inc.  Member  NASD,  SIPC.  All  rights  reserved. 


.lixe  Shopping 


Wine 


From  cheap  swill  to  chewy  sauterne,  there's  no  lack  of  wine  on  the 

Web.  Of  the  hundreds  of  sites  that  sell  wine  over  the  Internet,  some  are 
operated  by  fledgling  Web  companies,  others  by  big  retailers  that  have 
been  around  for  decades.  Who  has  the  edge?  The  traditional  retailers. 
While  Internet  companies  like  Evineyards.com  and  Wine.com  run  slickly 
designed  Web  sites,  they  lack  the  breadth  of  inventory  that  most 
oenophiles  demand.  Unfortunately,  some  of  the  inventory-rich  wineshop 
sites  are  difficult  to  navigate.  Though  MarinWineCellar.com  offers  one  of 
the  deepest  selections  on  the  Internet,  it's  not  included  here  because 
nothing  happens  when  you  click  on  the  order  button.  —Kelly  Newcomb 


Zachys  Wine  Online 

www.zachys.com 

This  site  is  a  gem  for  online  wine  shoppers:  It's 
easy  to  browse,  delivers  a  wide  selection  and  offers 
low  prices.  While  other  sites  specialize  in  French 
claret  or  California  cabernets,  Zachys'  inventory 
shows  no  such  prejudice.  From  Alsace  to  Africa, 
more  than  1,700  wines  are 
easily  searched  by  style  or 
region.  Purchase  wine 
futures,  browse  house 
recommendations  or  ask 
the  staff  questions.  We 
especially  liked  Zachys' 
fun  selection  of  half  bottles. 
New  Yorkers  have  shopped 
at  Zachys'  Scarsdale,  N.Y. 
outlet  for  more  than  50 
years  and  discerning  online 
shoppers  will  see  why. 

►  Best:  Huge  selection,  reasonable  prices,  easy  to 
navigate. 

►  Worst:  Recently,  Zachys'  site  was  down  for  a  few 
days  because  of  service  problems  with  its  Internet 
service  provider. 


:  nislinpuishctl 

French  Wines 


-i  '.  *r ' ,  the  !  ■»/«-■■   -«j  the 

ilHMo<  cfonps^nr  wtr>  nond  carted  <fa 


FinestWine.com 

www.finestwine.com 

Forget  about  cheapies  and  Chilean 
wines,  this  Hong  Kong-based  site  is  a 
wine  snob's  paradise.  Fine-wine  lovers 
can  find  just  abcv  a  ny  wine  in  any  size 
bottle,  from  Jeroboams  of  the  1945 


Mouton  Rothschild  (580,000)  to  half 
bottles  of  the  1961  Chateau  Latour 
($1,294).  Shopping  is  made  easy 
thanks  to  search  fields,  which  let 
buyers  tailor  their  hunt  by  vintage, 
producer,  bottle  size  and  price.  A  short 
cuts  feature  also  allows  users  to  quickly 


narrow  down  wines  into  preferred  r 
gions  or  styles.  Known  for  its  deep  cc 
lection  of  big  names,  its  Burguni 
menu  goes  head-to-head  with  ai 
other  online  retailer,  from  a  wi< 
range  of  Domaine  Romanee-Conti 
the  more  modestly  priced  juice  froi 
producer  Robert  Arnoux.  A  sped 
promotions  area  can  only  be  apprec 
ated  by  the  well-heeled:  a  six-bott 
case  of  the  1982  Cheval  Blanc  (rati 
a  perfect  100  by  Robert  Parker)  we) 
for  $3,030. 

►  Best:  No  better  place  for  old  Bordeaux 

►  Worst:  Even  the  biggest  wine  snobs 
admit  there  are  many  decent  wines  from 
California  and  Australia,  but  there's  not 
much  of  a  selection  here. 

MacArthur  Beverages  Wine 
&  Spirits 

www.bassins.com 

This  neatly  designed  site  gives  shog 
pers  access  to  the  same  wel, 
appointed  wine  cellar  that  ha 
made  MacArthur's  retail  outlet 
mainstay  in  the  Washington,  D.C.  aft 
for  more  than  40  years.  The  hom 
page  greets  viewers  with  weekly  spe 
cials  where  real  bargains  can  b 
found:  A  sale  of  over-stocked  Bor 
deaux  included  the  1995  Cantemerli 
a  steal  at  $30.  Younger  wines  ar 
neatly  broken  down  by  vintage;  olde 
wines  are  grouped  by  region  an 
producer.  A  deep  collection  of  nearl 
2,200  wines  will  please  any  palate 
and  many  are  priced  to  please  th 
pocketbook. 

►  Best:  The  site's  clean  design  makes  it 
easy  to  find  wines  by  vintage  and  by  regior 

►  Worst:  MacArthur's  doesn't  employ  the 
easy  click-and-buy  software  used  by  mos 
successful  online  retailers:  Most  orders 
are  taken  by  fax  or  telephone. 
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's  Wine  &  Spirits 

.popswine.com 

ir  ago  we  thought  Pop's  impres- 
□nline  offerings  were  hampered 
le  site's  poor  navigability.  No 
er.  Today  the  Island  Park,  N.Y.- 
i  retailer  runs  one  of  the  best  sites 
le  Web.  A  search  engine  high  on 
leat  home  page  lets  wine  hounds 
know  just  what  they're  looking 
;earch  Pop's  cellar  of  more  than 
)  wines.  Browsers  will  enjoy  the 
inventory  is  broken  down  into 
dd  categories,  from  wine  books 
wickerware  to  German  Auslese 
Kosher  wines. 

t:  Breadth  of  selection.  Here  you'll 
by  hard-to-find  wines,  like  a  half- 
i  of  1966  Mouton  Rothschild, 
rst:  Sold-out  inventory  is  annoyingly 
i  the  menu.  Don't  tease  us  with  a 
>ottle  of  the  1961  Lynch  Bages  if  we 
order  it. 

i's  Wine  &  Spirits 

.samswine.com 

50-year-old  Chicago  retailer 
e  the  leap  to  online  look  like  a 
it.  Browsers  can  organize  their 
ping  with  six  search  fields  (e.g., 
',  cost  or  country)  or  they  can  find 


Sam's  Superstore 


what  they're  looking  for  using  a 
k-search  function.  The  selection 
it  not  run  as  deep  as  others  we 
d  (there's  little  in  the  way  of  old 
;undies  and  California  cabernets), 
he  breadth  of  selection  makes  up 
hat.  A  hefty  roster  of  Burgundy 
luding  a  full  line  of  reds  from 
:rt  Arnoux),  Rhones,  Spanish  and 
ralian  wines  gives  wine  lovers 
of  everything,  many  at  bargain 
*s.  We  thought  the  1997  Cabernet 
'ignon  from  Chateau  Souverain 


an  excellent  deal  at  $17. 

►  Best:  Great  wine  selection 
complemented  by  the  gourmet  foods  area 
and  its  wonderful  gift  baskets. 

►  Worst:  No  quick  way  to  scan  through 
a  broad  search.  Users  have  to  go  page 
by  page. 

Table  &  Vine 

www.tableandvine.com 

Forget  about  the  cheese  and  other 
gourmet  goodies,  this  site  still  boasts 
one  of  the  deepest  wine  cellars  on  the 
Web:  more  than  4,000  wines,  search- 
able by  region,  style  or  varietal.  Long 
known  for  its  wide  selection  of  French 
Burgundies,  recent  visits  indicate  that 
might  be  a  thing  of  the  past.  Searches 
under  top  burgundy  makers  like 
Faiveley  and  Pierre  le  Clerc 
yielded  few  results.  Wines 
from  Domaine  Romanee 
Conti  didn't  turn  up  a 
thing.  Don't  despair.  Wine 
lovers  can  still  find  trea- 
sures, especially  with  Bor- 
deaux (the  1978  Chateau 
Lafite  and  Mouton  were  both 
$149)  and  Spanish  wines. 

►  Best:  Selections  are  neatly  broken  down 
into  regions  and  more  than  50  grape 
varietals. 

►Worst:  Where  did  all  the  Burgundies  go? 

Wine  Searcher.com 

www.wine-searcher.com 

You  can't  buy  wine  here,  but  for 
enthusiasts  who  can't  live  without 
their  favorite  varieties  from  specific 
vintages,  this  is  a  terrific  place  to 
locate  them.  The  search  engine  scours 
the  inventories  of  nearly  500  wine 
merchants  around  the  world.  Just 
type  in  the  vintage  and  variety  you 
want  and  the  results  are  quickly 
posted  in  ascending  order  of  cost.  The 
differences  in  prices  can  be  shocking. 
Our  hunt  for  a  standard  bottle  of 
1996  Lynch  Bages,  for  example, 
turned  up  more  than  30  stores  whose 
prices  ranged  from  $41  to  $130.  Store 
locations  are  designated  with  coun- 
try flags  and  you  can  request  prices  in 
most  major  currencies. 


►  Best:  Easy-to-compare  prices. 
►Worst:  Only  works  well  if  you  know 
exactly  what  you're  looking  for.  Not  for 
novices. 


WEB  TIP 

Was  1979  a  good  year 
for  Burgundy?  Go  to 
www.winetech.com/html/ 
vintchrt.html  for  a 
complete  ratings  chart 
on  wine  vintages. 


Worldcellar.net 

www.worSdcellar.net 

Good  deals  are  scarce,  but  who 
can  argue  with  the  inventory? 
Loads  of  rare  wines  make  this  site 
a  must,  when  price  isn't  an 
issue.  Though  light  on 
wines  outside  France 
and  the  U.S.,  Worldcel- 
lar.net  is  laden  with  old 
Bordeaux,  sought-after 
Burgundies  and  top-rated 
California  claret.  Rhone  of- 
ferings are  mostly  from  Beaucas- 
tel;  the  Burgundies,  from  Domaine 
Romanee-Conti.  Even  California's 
coveted  Screaming  Eagle  Cabernet 
can  be  had  for  those  willing  to  shell 
out  $1,500  a  bottle.  One  consolation 
for  the  exorbitant  prices:  shipping  is 
free  within  the  U.S. 

►  Best:  All  the  great  wines  from  all  the 
great  vintages. 

►  Worst:  Who  wants  to  take  out  a  second 

mortgage  for  a  fine  Merlot? 


Task:  Find  a  bottle  of  1996  Mouton 
Rothschild.  FinestWine  requires  you  to  type 
in  vintage  and  domaine  before  searching. 

Table  &  Vine! 
Pops  Wine  &  Spirits 
MacArthur  Beverages 
Sam's  Wine  &  Spirits 
Worldcellar.net 
FinestWine.com 


Source:  WebCriteria. 


(minutes) 
User  eflcit  HI 
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jjxe  Shopping  _ 


Cigars 


While  smoking  is  banned  in  most  public  places,  there  is  no  law  prevent- 
ing people  from  pursuing  their  vice  via  the  Net.  Most  sites  for  cigar-  and  pipe- 
smokers  are  hosted  by  smoke  shops  and  distributors.  Some  non-U.S.-based 
sites  offer  Cuban  cigars,  like  www.vancouvercigar.com.  But  beware,  the  cig- 
ars aren't  labeled  as  such  and  bands  arrive  separately.  Discover  the  art  of 
cigar  smoking  or  learn  about  the  best  places  to  sit  back  with  a  Montecristo  and 
a  cognac.  Mark  Twain  once  said,  "If  I  cannot  smoke  cigars  in  heaven,  then  I 
shall  not  go."  For  cigar  smokers,  the  Web  is  a  bit  of  heaven.  —Louie  Torres 


faVortte 


aficionado  r 


Cigar  Aficionado 

www.cigaraficionado.com 

Go  to  this  popular  magazine's  Web  site  for  in-depth  cigar 
information.  Learn  how  to  cut,  light  and  store  your  cigars. 
You  can  scour  a  database  of  more  than  1,800  cigar  reviews 
and,  with  just  a  few  clicks,  locate  cigar-friendly  bars,  restau- 
rants and  lounges  in  most  major  cities.  You'll  find,  for  ex- 
ample, the  Courtyard  in  Beijing,  a 
hip  restaurant  overlooking  the 
Forbidden  City.  The  site  suggests 


The  Spirit  World 

You  ria.e  youi  cigar 
Now  how  to  best  enjoy 
it?  Our  senior  features 
editor  Jack  Betindge 
dehres  into  the  spirit 
world  to  find  the  finest 
liquors  to  pair  with 
your  smokes.  Citcfc 
^  for  his  first  piece. 
Straight  Rye  Whiskey 


Small  Monte s  Coming 
NewVSG  On  Snehe* 


Stipulation  Approved  iii Lawsurt 

A  stipulation  nas  been  approved  m  the  fight 
between  General  Cigar  Holdings  Inc.  and  Altadis 


you  start  with  a  rum  in  the  cigar 
divan  and  pair  it  with  a  predinner 
Montecristo  No.  4,  which  will  run 
you  about  $20.  You'll  also  find  ar- 
ticles that  tell  you,  for  example, 
about  the  fiestas,  seminars  and  at- 
tendees expected  at  this  year's  Ha- 
banos  Cigar  Festival  in  Havana,  from  Feb.  19  to  23. 

►  Best:  A  database  that  serves  up  cigar  suggestions. 

►  Worst:  A  little  overwhelming  for  the  novice. 


Cigar.com 

www.cigar.com 

Cigar.com  provides  the  top-selling 
cigar  brands  and  also  lets  you  know 
about  recent  cigar  arrivals  now  avail- 
able for  sale.  We  ordered  the  Sampler 
and  it  arrived  in  good  shape.  The 
site's  main  drawback  is  its  search  en- 
gine. Type  in  a  particular  brand,  say 
Bahia  Maduro,  and  you  get  back  a  list 
of  60  different  brands.  Type  in  Bac- 
carat, and  you  get  back  a  jumbled  list 
of  cigars  and  reviews.  You'd  be  better 
off  navigating  this  site  by  clicking  on 
"cigar  by  brands"  under  Catalog 
Departments. 


►  Best:  Clean  design  with  a  wide  selection. 

►  Worst:  After  you  place  an  order,  you  do 
not  get  an  e-mail  confirmation. 

Corona  Cigar  Company 

www.coronacigar.com 

While  the  site  looks  like  a  series  of 
cigar  billboard  advertisements,  you're 
likely  to  get  some  good  deals  here.  We 
bought  a  broken  bundle  of  Bahia 
Tesoros  (20  Bahia  seconds)  for  $30. 
The  shipment  was  sealed  in  a  plastic 
bag  and  then  double-boxed.  It  arrived 
in  ready-to-smoke  condition.  The  site 
has  a  good  search  engine  and  a  great 
selection  of  accessories:  everything 


from  cigar  breath  cleansers  to  hun 
dors  and  ashtrays. 

►  Best:  Good  deals  abound. 
►Worst:  Lacks  detailed  product  informatid 

Holt's  Cigar  Company 

www.holts.com 

At  Holt's,  you  aren't  limited  to  buyiu 
Holt's  cigars.  The  search  engine  lets  yc 
locate  any  cigar  by  entering  a  bran 
name,  ring  gauge,  country  of  origi: 
shape,  wrapper  and  price.  Check  out 
a  breeze,  as  long  as  you've  registere 
Another  benefit  to  registering:  You 
earn  Value  Points  with  each  purcha: 
that  go  toward  purchasing  other  cigai 
pipes  or  accessories.  It's  important  th 
a  Web  business  safely  ship  out  its  cigau 
Here,  Holt's  failed.  An  order  for  CA| 
Belicosos  arrived  crushed  in  a  plast 
bag  that  had  been  placed  in  a  small  ba 
Holt's  did,  however,  offer  replacemei 
cigars  at  no  extra  cost. 

►  Best:  Use  value  points  to  buy 
accessories. 

►  Worst:  Stale  design  and  hard  to  read 

JRcigars.com 

www.jrcigars.com 

Sells  cigars  from  five  cents  to  $50.  If  yd 
don't  want  to  pay  that  much,  put  it  a 
your  wish  list  and  maybe  someone  wi 
buy  it  for  you.  There  is  also  an  exceller 
selection  of  pipe  tobacco,  from  dome: 
tic  brands  such  as  Hayward  to  importe 
brands  like  Dunhill.  You  can  downloa 
a  catalog  and  buy  singles  or  small  pack 
We  ordered  a  box  of  Montecristo  Doi 
ble  Corona  cigars  that  arrived  in  perfei 
condition. 

►  Best:  Bulletin  board  lets  you  share  info 

►  Worst:  Not  many 
TIME  \  pictures. 

 CHECK  \  


Task:  Find  a  Macanudo  Vintage  1993  cigar.Holfs 
came  in  last  because  it  has  a  limited  search  en- 
gine, so  you  have  to  scroll  through  slow-loading 
pages  cluttered  with  links  and  graphics. 


JRcigars.com 
Corona  Cigar  Company 


Cigar.com 
Holt's  Cigar  Company 


Source:  WebCriTeria. 


Task  Time  (minutes) 
Page  build  B      User  effort  H 
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R>rbese 

CAPITALIST  TOOL@ 

Platinum  Visa®  Card 


Get  the 
low  rates  and 
exceptional  benefits 
you've  been  looking  for 
in  a  Platinum  credit  card. 

•  Low  Introductory  APR  on  Purchases 
and  Balance  Transfers 

•  No  Annual  Fee 

•  Credit  Line  from  $5,000  up  to  $100,000* 

•  24-hour  Cardmember  Service 

Call  Toll  Free  to  Apply! 

1  -866-590-601 0 


'In  certain  instances,  you  may  receive  a  Classic  card  with  a  credit  line  up  to  $5,000. 


ADV28727 
Print  Date  1/01 


e  Shopping 


E-Cards  and  Flowers 

Whether  it's  a  Valentine's  Day  card  you're  sending  or  a  dozen  roses,  online 

flower-and-card  sites  have  great  selections.  Some  flower  sites  offer 
handwritten  message  cards,  custom-designed  bouquets  and  live  chats 
with  knowledgeable  florists.  E-card  sites  let  you  easily  put  together  a  card 
equipped  with  photos,  animations  and  voice  attachments.  Some  sites, 
like  Care2.com,  will  even  donate  money  to  environmental  causes  each 
time  you  send  a  card.  Best  of  all,  with  e-cards,  you  are  no  longer  at  the 
mercy  of  the  post  office.  — Samantha  Lee 


FAVORITE 


Blue  Mountai 


fxcltt 


mtke  S-\ 

interactive 

valentine  *  ~ 

Blue  Mountain 

www.bluemountain.com 

This  Mother's  Day  consider  sending  an  e-card  from 
Blue  Mountain.  Here,  you  can  browse  through 
thousands  of  animated  cards  in  nine  different 
languages  celebrating  just  about  every  occasion  from 
Valentine's  Day  to  Losar,  the  Tibetan  New  Year  (Feb. 

26).  A  Favorites  bar  and  a 
detailed  FAQ  section  make  it 
easy  for  even  the  least  techno- 
sawy  user  to  send  a  card.  You 
can  send  video  and  photo 
attachments,  or  print  the  cards 
and  mail  them  yourself.  You 
can  even  buy  traditional  paper 
cards  (thanks  to  a  partnership 
with  Sparks.com). 
►  Best:  Selection  and  ease  of  use. 
►  Worst:  Too  many  silly/hokey  cards  and  not  all  special 
features  are  available  for  Macs. 


•  rawrittt 

■  '-'  '  '  '       ■  ill  VAC  • 


3® 


I800flowers.com 

www.l800flowers.com 

This  site  has  blossomed  over  the  years. 
Along  with  flowers,  you  can  also  buy 
toys,  jewelry  and  watches.  Sort 


AmazingMail 

www.amazingmail.com 

Upload  your  own  photos  or  choose 
from  2  million  images  (from  John 
Lennon  to  the  Statue  of  Libertv) 


flowers  by  sentiment,  occasion 
or  price.  For  Valentine's  Day, 
pick  up  a  heart  wreath  made 
up  of  pink  roses.  A  good  se- 
lection of  arrangements  or 
single  variety  blooms  are  sent 
directly  from  the  grower.  A  small 
selection  of  e-cards  (through  Giz 
moz.com)  is  available. 

►  Best:  Flowers  for  every  occasion. 

►  Worst:  Lacks  aetailed  flower  descriptions 


WEB  TIP         that  come  from  partnerships 
with  companies  like  Art  To- 
day. Write  out  a  message 
and  the  site  will  put  it  all 
together  and  send  it  for 
you,  via  U.S.  mail.  (Cost:  84 
cents  to  $1.25  a  card.)  This  is 
nice  if  your  recipient  is  someone 
who  doesn't  have  e-mail.  Besides  the 
images,  you  can  also  select  from  6,000 
cards  in  AmazingMail's  own  gallery, 


If  you  like 
Hallmark  cards, 
Hallmark.com  allows 
you  to  pick  a  card  and 
have  it  mailed  the 
old-fashioned  way. 


which  include  greetings  for  birthd 
and  special  occasions. 

►  Best:  Schedule  cards  to  be  sent  up  1 
year  in  advance. 

►  Worst:  Tedious  to  sort  images. 

Calyx  &  Corolla 

www.calyxandcorolla.com 

Beautifully  designed.  The  flowers  v 
buy  here  are  elegant,  and  come  from 
over  the  world:  Roses  are  grown 
Colombia;  orchids  come  from  Th 
land.  The  flowers  are  handled  w 
great  care.  Each  rose,  for  example,  is  < 
livered  on  a  ice  gel  pillow.  Peruse  t 
Bouquets  section  where  you  can  cho< 
customary  holiday  arrangements  (C; 
Blanca  Lilies,  Moonlight  Orchids  a 
Imperial  Orient  Bouquet)  and  soi 
not-so-traditional  alternatives  (t 
Kissing  Ball  features  red-pepper  berr 
shaped  in  a  six-inch  ball).  You'll  pa; 
little  more  here,  but  it's  worth  it. 

►  Best:  Inscribed  gift  cards  and  formal- 
looking  vases  add  an  elegant  touch. 

►  Worst:  Searching.  You  can't  just  choo 
"lilies"  as  a  category— you  have  to  know 
the  exact  name  of  the  lily. 

Flashcards.com 

www.flashcards.com 

Flashcards.com's  greeting  cards  use  a  sli 
animation  application  from  Macrom 
dia  to  play  audio  clips  and  offer  quip 
messages.  Monkey  Love  (a  recent  top  ca 
of  the  day)  doesn't  just  come  with  th 
tinny  electronic  music — it  comes  cor 


QfV  flcKJTC<3r  cfe.com 

)  CETOtEATTvF  |  TODAt  S  TOP  CARD  HOSE  GREAT  CARCs" 


CHECK  OUT  OUR  HOT  PICKS 


plete  with  dancing  love-struck  chim] 
and  a  jungle  beat.  Flashalbums  lets  yc 
upload  photos  and  send  a  slide  show.  Tl 
site's  design  is  simple  and  elegant  and  yc 
can  send  a  greeting  from  a  celebrity. 

►  Best:  Drag-and-drop  previewing  from  tl 
home  page. 

►  Worst:  Loading  can  be  slow. 
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"Jupiter  expects  that  voice-centric  handsets 
will  comprise  the  largest  addressable  audience 
for  interactive  services,  growing  to  an  active 
user  base  of  75  million  users  in  2005." 

Mobile  Appliances  Report 
Seamus  McAteer, 
Lead  Analyst 


FOR  MORE  INFORMATION: 

visit  jupiterevents.com/wireless, 
or  call  800-414-6627x6424 

Connect  in  the  Big  Easy... 

April  2-3  |  New  Orleans 

The  Jupiter  Wireless  Forum  will  bring  together  top  executives, 
along  with  Jupiter  analysts  -  renowned  for  their  depth  of 
insight  and  intelligence  within  the  Internet  commerce  market- 
place-to  discuss  the  future  of  mobile  interactivity. 


produced  by: 


Jupiter  Events 


events.com/wireless 


MEDIA  SPONSOR: 


Multimedia 


If  you're  lucky  enough  to  have  broadband  Web  access,  there  are  a  growing 

number  of  media-rich  sites  where  you  can  play  music,  film  and  video  without 
the  herky-jerkiness  of  dial-up  connections.  Besides  news  and  short  indepen- 
dent films,  there  are  a  host  of  radio  stations  online.  You  no  longer  have  to  live 
in  Columbus  to  enjoy  Ohio  State's  KBUX  Underground  FM.  But,  don't  expect 
cinema  views  or  stereo  sound.  Most  streaming  media  is  still  limited  by  plug-ins, 
browsers  and  PC  audio  systems.  —Kenneth  Nwagbogu  and  Adit  Nathan 


Yack.com 

www.yack.com 

This  portal  is  bursting  with  streaming  film,  video  and 
audio  from  sites  around  the  Web,  with  separate  channels 
devoted  to  news,  sports,  music,  money,  living — the  list 
goes  on.  When  we  visited,  offerings  ranged  from  an  in- 
terview with  filmmakers  Joel 
and  Ethan  Coen  to  live  footage 
of  a  California  surf-meet  to 
Martin  Luther  King's  I  Have  a 
Dream  speech.  The  Yack  Broad- 
band click  offers  thousands  of 
free  short  and  feature-length 
films,  from  classics  like  Metrop- 
olis to  The  Man  with  the  Golden 
Arm.  Also,  a  huge  cache  of 
games  and  animation,  and  a  radio  tuner  broadcasting 
thousands  of  stations  worldwide. 

►  Best:  Solid  sources,  ranging  from  CNN  to  ESPN. 

►  Worst:  Occasional  outdated  links. 


Beethoven.com 

www.beethoven.com 

At  this  self-described  World's  Classical 
Radio  Station,  fare  ranges  from  the 
third  movement  of  Mozart's  Symphony 
Number  Four  to  George  Gershwin's 
Cuban  Overture  to  the  score  from 
Jurassic  Park.  Catch  the  latest  classical- 


music  news,  link  to  relevant  cultural 
events  or  commune  with  fellow  classi- 
cal fans  on  the  boards.  You  can  also 
make  requests. 

►  Best:  Miss  the  name  of  that  symphony? 
Check  the  play  list,  which  posts  the  last 
three  days'  worth  of  programming. 

►  Worst:  Lowbrow  site  design. 


BrainPop 

www.brainpop.com 

Smart  educational  cartoons  hosted 
a  likeable  boy-robot  team,  Tim  ai 
Moby.  More  than  90  animated  sho 
cover  a  large  array  of  science,  heal 
and  technology  topics,  from  the  b 
bang  to  where  babies  come  from.  Ea 
movie  begins  with  a  question  sent 
by  a  curious  kid:  What  is  asthma?  He 
does  my  refrigerator  work?  Kids  a 
encouraged  to  submit  question 
which  are  answered  via  e-mail  with 
24  hours. 

►  Best:  The  movies  are  clever  and 
informative. 

►  Worst:  Comics  and  how-to  pages 
accompanying  the  movies  aren't  as  stror 
as  the  video  animations. 

Ifilm 

www.ifilm.com 

The  insiders'  directory  to  short  fill 
and  animation  content  on  the  Web,  at 
cessing  more  than  15,000  works.  Ya 
can  search,  browse  by  genre  or  samp 


wfvigoi  rowmntBcn 


the  top  picks  listed  on  the  hom 
page — like  405,  a  special-effects  tot 
de  force  in  which  a  jumbo  jet  lane 
atop  a  Jeep  on  the  Santa  Monica  fre( 
way.  And  with  all  those  Quenti 
Tarantino  wannabes  Webcasting  the 
film-school  reels,  Ifilm's  ratings  ai 
welcome  indeed. 
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it:  One-stop  film  sampling, 
rst:  Same  trailer  gets 
n  for  many  of  the  films, 
i  that  you've  already 
;d  time  waiting  for  the 
loads,  it  can  get 
leningly  repetitive. 


WEB  TIP 

Away  from  home 
and  pining  for  your 
favorite  radio  station? 
Search  from  more  than 
10,000  stations  at 
www.radio- 
locator.com 


;365 

.Iive365.com 

;ate-your-own  radio  station  site, 
ing  27,000  homespun  stations 
dwide — and  counting.  Tune  in  to 
erunner  Radio,  broadcasting 
ing  music  and  talk"  from  Noel 
te's  34-foot  sailboat  off  the  coast 
outhern  California.  Or  Radio 
I  a  Rang,  specializing  in  Iranian 
Persian  music.  If  you  prefer  the 
ity  vocals  of  Nat  King  Cole  and 
s  Prima,  try  the  Crooners  chan- 
Search  for  stations  by  favorite 
t,  album  or  song.  You  may  not 
an  exact  song  match,  but  you  will 
te  the  same  musical  genre.  Once 
preset  favorite  stations,  Live365 
suggest  similar  ones  to  try. 
st:  It's  the  ultimate  deejay  democracy, 
eate  your  own  station, 
rst:  As  in  all  democracies,  quality 
s  widely.  And  we  smell  some 
right  issues. 

!4 

'.on24.com 

jinal  and  coproduced  business 
;ramming  with  partners  like  CNet 
rs,  Morningstar.com  and  WR 
ibrecht  &  Co.  Audio  and  video 
grains  include  "Full  Disclosure," 
jring  CEOs  and  CFOs  on  the  spot, 
"Latin  America  Report,"  offered 
nglish,  Spanish  and  Portuguese.  If 
missed  Steve  Job's  speech  at  San 
icisco's  MacWorld  you  can  tune  in 
Dn24's  conference  channel.  The 
onalcast  service  tailors  stock  news 
our  custom  portfolio  of  ticker 
bols.  And  On24  makes  its  streams 
lable  to  all  platforms,  including 
:top,  cell  phones  and  voice  portals, 
st:  Wide  range  of  specialist  channels, 
Ask  the  Analyst  to  Mutual  Funds. 
>rst:  Some  content  is  dated. 


The  Quokka  Sports 
Network 

www.quokka.com 

,  Forget  the  NFL  and  the 
NBA.  Quokka  offers  a 
wider,  more  worldly  mix 
of  sports  coverage,  ranging 
from  golf  and  motorsports  to 
sailing  and  the  Olympics.  Browse 
for  clips  by  sport  or  click  directly  into 
the  Broadband  channel,  which  offers 
video  coverage  of  such  events  as  the 
Everest  2000  mountaineering  expedi- 
tion, the  Marathon  des  Sables  (a  140- 
mile  footrace  through  the  Sahara 
desert),  Formula  One  racing  and  heli- 
skiing.  The  interactive  Race  Viewer 
enables  you  to  chart  the  progress  of 
competing  boats  in  the  BT  Global 
Challenge  yacht  race. 

►  Best:  Sharp  images  capture  the  excite- 
ment and  immediacy  of  sports. 
►Worst:  Stale  content. 

Worldwide  Broadcast  Network 

www.wwbc.net 

A  streaming-media  mecca  with  global 
ambitions.  Sure,  there's  light  fare  on 
the  home  page,  like  live  coverage  of 
the  Miss  Hawaiian  Tropic  competi- 
tion and  the  interactive  snowball 
fights.  But,  the  real  meat — the  volu- 
minous broadband  links — can  be 
found  in  the  ten  content  channels 
(Lifestyle,  Movies,  News  &  Biz,  etc.). 
True  to  its  "worldwide"  name,  WWBC 
lets  you  search  affiliate  radio  and  TV 
sites  by  geographic  region;  the  results 
are  impressively  broad.  A  click  on 
Turkey  yielded  27  Web  radio  choices; 
Panama,  15  affiliates;  and  Australia, 
more  than  50,  including  Billabong,  an 
ultrahip  surfing  and  boarding  site. 

►  Best:  Its  global  reach. 

►  Worst:  Not  all  links  have  been  rated. 


ntaABwr*!       « SATURN       V*£1**  . 

H! 

r.acn  iiiuiviiiudiiv  muiiwiw  www 

contains  a  rare  blend  of  a  select  group 

of  our  finest  whiskies.  And  with  every 
sip,  it  becomes  that  much  rarer. 

Chivas  Regal  18.  When  you  know  ™ 

Drink  responsibly.  (But  you  know  that.) 

©20(i(i  Chlviis  Regal  18  Year  Old  Worldwide  Blended  .Scotch 
Whisky  40%  Alcohol  by  Volume  (80  Proof)  Chivas  Bros. 
Import  Co.,  New  York,  NY.  www.diiAas.coin 
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GoodJJifi- 


Sailing 


Given  the  amount  of  money  spent  on  yachting,  it's  surprising  that  no 

one  has  come  up  with  an  all-encompassing  portal.  You  still  have  to  go  to 
different  sites  to  buy  gear,  check  race  results,  discuss  the  proper 
approach  into  St.  Kitts  or  look  up  rates  on  a  bareboat  in  the  Seychelles. 
That  said,  both  QuokkaSailing  and  SailNet  do  a  good  job  of  covering  large 
portions  of  the  sailing  world  with  a  mix  of  commentary,  commerce,  photos 
and  expert  advice.  Other  sites  provide  everything  from  insurance  quotes 
to  personalized  windspeed  alerts  via  pager.  —Daniel  Fisher 


QuokkaSailing.com 


QuokkaSailing 

www.quokkasailing.com 

Without  a  doubt,  the  definitive  site  for  sailing  news  and 
commentary,  with  an  emphasis  on  big-league  events  like 
the  America's  Cup,  Vendee  Globe  and  BT  Global  Chal- 
lenge. Where  else  can  you  get  sailing  tips  from  experts 
like  Olympic  medalist  John  Kostecki  and  America's 

Cupper  Peter  Isler  while  view- 
ing Webcam  shots  from 
around-the-world  racers? 
Offers  exclusive  coverage  of  top 
sailing-events,  including  live 
chat  with  racers  via  satellite  and 
e-mail  updates  from  the  high 
seas.  Deep  and  well-organized 
forums  on  all  things  nautical. 
►  Best:  The  Gallery:  "you  are  there" 
photos  and  audio,  like  that  of  a  solo  around-the-world  racer 
navigating  a  minefield  of  icebergs. 
►  Worst:  Online  store  had  only  four  items.  And  issues  of 
interest  to  regional  sailors  get  short  shrift. 


BoatUS.com 

www.boatus.com 

Awash  with  helpful  boating  goodies. 
Whether  you're  looking  to  buy,  sell,  fi- 
nance, insure  or  tow  a  boat,  click  here. 
The  online  store  is  loaded  with  gear, 
from  anchors  to  winches,  and  features 
regular  online  auctions.  Active  message 
boards  cover  topics  from  repairs  and 
maintenance  to  boating  with  pets.  Fat 
links  page  features  thousands  of  nauti- 
cal sites.  Check  out  the  free  boating 
safety  course  (recognized  by  1 1  states). 

►  Best:  Tons  of  freebies. 

►  Worst:  Pedestrian  design,  limited 
editorial  content. 


Iwindsurf.com 

www.iwindsurf.com 

Want  to  chase  a  25-knot  breeze?  This  site 
posts  weather  forecasts  and  more  than 
160  live  wind  readings  at  most  major  U.S. 
windsurfing  spots.  It  even  offers  a 
monthly  paging  service  (prices 
vary)  that  alerts  you  to  opti- 
mal conditions.  You'll  also 
find  deep  forum  pages  and  a 
fun  photo  gallery  of  wind- 
surfers from  Cape  Cod  to 
Cape  Town. 

►  Best:  Helps  you  customize  your 
home  page  (for  desktop  or  wireless)  to 
include  Webcam  links  or  conditions  at 


your  favorite  site. 
►  Worst:  Only  20  windcams. 

The  Moorings 

www.moorings.com 

An  idiot-simple  way  to  charter  a  b 
Whether  you  want  to  hire  a  crew,  < 
the  skipper's  cap  yourself,  or  learr 
sail  as  you  go,  Moorings  boasts  a  flee 


The  Moorings 


more  than  700  boats  worldwide,  fr 
Tortola  to  Tahiti.  Read  about  the 
and  outs  of  chartering,  then  fill  out 
electronic  sailing  resume  to  see  wh 
boats  you're  eligible  to  sail.  Check  av 
ability  and  prices  online,  but  reser 
tions  still  must  be  made  over  the  pho 

►  Best:  Plans  for  each  boat  along  with 
photos  of  both  exterior  and  interior. 

►  Worst:  Claims  it  has  more  than  770 
crafts  and  23  destinations,  but  once  yoi 
actually  check  for  specific  dates  and  po 
the  pickings  seem  slim. 


SailNet 

www.sailnet.com 

Looking  to  buy  a  J-24  gudgeon?  Ca 
navigate  your  way  out  of  a  bathtub  a 
need  some  advice?  SailNet  covers  be 
ends  of  the  spectrum,  combining 
40,000-product  online  store  with  soi 
of  the  best  free  sailing  content  out  the 
Dive  into  the  dozens  of  articles  a 
graphic  tutorials  on  topics  like  Learni 
to  Sail  and  Seamanship.  Extras  includ 
nautical  dictionary  and  a  long  list  of  S£ 
ing  schools.  Looking  to  buy  or  se 
Consult  BoatCheck,  a  collecti 

WEB  TIP 


of  owner-posted  boat  revie 
searchable  by  model,  th 
head  over  to  BoatSearc 
the  extensive  list  of  easy-t 
search  classifieds. 
►  Best:  Free  and  frequently 
updated  expert  commentary. 
►  Worst:  Gear  hawking  too  prominent 
on  some  editorial  pages. 
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The  Good  Lit 


ummer  Camps 

here  again— time  to  enroll  the  kids  in  summer  camp.  Whether 

-e  looking  for  intensive  sports  training,  big-sky  adventures  or  s'mores 
nd  the  campfire,  the  Web  infinitely  widens  the  possibilities.  It's  also 
t  for  digging  up  old  bunkmates  or  finding  summer-camp  jobs.  Few 
;  rate  camp  quality,  though;  once  you  find  camps  that  interest  you,  go 
cacamps.org  or  Summercamp.org  for  helpful  content  on  how  to 
ise  the  right  camp  and  what  to  ask  a  camp  director.  And  don't  forget 
;k  for  references.  —Deborah  Orr 


teampt.com 

cation  of  M!  MWKTOflEflM 
xause  every  child  deserves  a  summer  at  camp  ' 


Kids  Camps.com 

www.kidscamps.com 

A  deep  database  of  more  than  12,000  programs.  Choose 
from  camp  categories  like  teen  adventures,  art,  sports  or 
special  needs,  then  use  the  smart  search  tool  to  narrow 
your  search  by  session  length,  gender,  region  or  religion. 
You'll  find  a  camp  for  every  taste,  from  filmmaking  in 
New  York  City  to  bungee  jump- 
ing in  Lake  Tahoe.  Most  results 
include  direct  links  to  the 
camp's  own  Web  site.  Also  on 
tap:  reunion  news  and  hotel  and 
travel  information  for  visiting 
parents.  Don't  miss  the  links 
to  CampJobs.com,  Campers- 
Mall.com  (for  gear)  and 
GrownUpCamps.com,  with  list- 
ings ranging  from  ski  schools  to  race  car  camps. 

►  Best:  Regional  camp  associations  add  their  own  lists. 

►  Worst:  No  advice  for  parents  or  campers. 


Day  Camps 
Family  Camps 


Sport  Camps 

"  leball  4  Softball  Basketball  Cheerleadino  Eoueslnan 


dmark  Volunteers 

.volunteers.com 

mark  Volunteers  matches  consci- 
us  teens  with  needy  projects.  Want 
aintain  an  elk  refuge  in  Wyoming? 
in  a  tepee  and  help  restore  substan- 
housing  on  a  Sioux  reservation? 
s  work  in  supervised  groups  over  a 
week  period,  all  at  historic  land- 
cs  and  environmental  or  social- 
ce  programs.  Site  offers  detailed 
ram  descriptions,  photos  and  re- 
s  from  past  participants.  Fees  are 
est  and  tax  deductible, 
it:  Photos  and  personal  stories  give  a 
)r  what  can  get  done  in  two  weeks. 


►  Worst:  There's  no  guarantee  you'll  be 
accepted  in  the  program  you  choose. 

Moondance  Adventures 

www.moondanceadventures.com 

For  adventure  seekers.  This  ele- 
gantly designed  brochure  site 
lists  more  than  a  dozen  chal- 
lenging wilderness  trips  for 
teens   13   to    18 — from 
climbing  and  kayaking  in 
Scandinavia  to  a  backcoun- 
try  expedition  to  Alaska.  The 
two-  to  three-week  programs  are 
orchestrated  by  experienced  wilderness 
leaders  to  keep  the  teams  small  and 


WEB  TIP 

The  best  camp  innova- 
tion since  iron-on  name 
tags?  Daily  online  camp 
photos  at  lluvcamp.com's 
Campparent  channel. 
Check  if  your  camp 
participates, 


working  together — particularly  impor- 
tant on  some  of  the  more  rugged  trips. 
No  showers  for  weeks  on  some,  but  the 
sights  are  amazing. 

►  Best:  Exhilarating  photos  and  trail  logs. 

►  Worst:  The  Activities  click  yields  glib 
descriptions  that  are  short  on  details  on, 
say,  sea  kayaking  or  rock  climbing. 

Petersons.com 

www.petersons.com/summerop 

In  addition  to  the  usual  sports  and 
wilderness  camps,  Peterson's  includes 
many  university-based  programs,  rang- 
ing from  language  immersion  to  archae- 
ological studies  to  study  abroad.  Search 
by  subject,  location  or  keyword.  A 
search  for  "jazz"  turned  up  more  than 
60  listings,  including  the  Idyllwild  Arts 
Summer  Program  and  the  Litchfield 
Jazz  Festival  Summer  Music  School. 
Also,  listings  of  summer  camp  jobs. 

►  Best:  Concise  but  comprehensive. 

►  Worst:  Few  camp  links. 

Spacecamp.com 

www.spacecamp.com 

For  rocketeers  young  and  old,  Space 
Camp  offers  a  taste  of  the  final  frontier 
in  its  three  locations  (Alabama,  Florida 
and  California).  Tired  of  hiking  and 
canoeing?  Blast  off  in  a  simulated 
space  shuttle  mission  instead.  Had 
enough  of  sweaty  soccer  drills?  Try  out 
the  reduced-gravity  chair.  The  pro- 
gram also  includes  scientific 
experiments  and  field  trips 
to  see  rocket  building  and 
launches.  And  it's  not  just 
for  kids:  Adults,  families, 
educators  and  corporate 
groups  can  apply  for  differ- 
ent sessions. 
►  Best:  Easy  to  navigate. 

►  Worst:  Cheesy  design. 
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Goodlife 


Study  Abroad 

Want  to  get  more  than  a  tan  out  of  your  next  vacation?  Consider 

an  educational  travel  program.  Edifying  options  abound:  learning  Arabic 
in  Jordan,  participating  in  an  archaeological  dig  in  Guatemala  or  studying 
environmental  resource  management  in  Australia.  Of  course,  your  study 
abroad  experience  needn't  be  quite  so  practical:  You  could  always  learn 
to  prepare  the  perfect  lasagna  in  Rome.  Whatever  you  decide,  contact 
the  tour  operator  before  buying  online  to  make  sure  they've  been  around 
for  a  while;  if  not,  lots  of  other  options  lie  a  click  away.  —Beth  Kracklauer 


FAVORITE 


HE  Passport 

Liuing  and  learning  Abroad 


Ut  PMtport  Milt*  for  one  re 
>•  ;  eatily  to  the  intormttio 
moft  needed  to  pUn  your  Oi 


Institute  of  International  Education  Passport 

www.iiepassport.org 

Don't  be  turned  off  by  this  site's  minimalist  design.  If 
you're  a  college  or  graduate  student — or  just  someone 
with  a  semester's  worth  of  time  on  your  hands — this 
should  be  your  first  stop.  HE  Passport  lets  you  create 
your  own  profile  and  customize  your  search  of  its 

5,000  programs.  Search  by  field 
of  study,  housing  type,  mini- 
mum GPA  and  other  criteria. 
Passport  is  operated  by  HE,  the 
principal  administrator  of  the 
prestigious  Fulbright  Program. 
Many  resources  include  a 
guide  to  coping  with  culture 
shock. 

►  Best:  Comprehensive  listings 
cover  every  possible  academic  interest— from  Actuarial  Science 
to  Yucatan  Studies. 
►Worst:  Few  graphics,  dry  feel. 


i:  to  ;u«Je  jro 
i  US  educatlor 


AFS  Intercultural  Programs 

www.afs.org 

Nearly  a  century  old,  AFS  runs  the  most 
trusted  exchange  programs  in  the 
country  for  high  school-age 
students.  It  offers  school  year  A 
and  summer  exchanges,  in-  /  Have  a  free  day  before 
ternational  service  options  /     your  program  begins? 
for   young   adults    and    Check  Lonely  Planet  Online 
teacher    exchange    pro-  \  (www.lonelyplanet.com) 
grams.  Families  interested  in  \for     local  activities.  , 
hosting  a  foreign  student  can 
get  information  and  apply  online 
►Best:  .^nd  resources 


Switzerland's  Tages  Anzeiger  as  well  as 
helpful  advice. 

►  Worst:  Few  details  about  programs;  you 
have  to  call,  e-mail  or  drop  by  a  local 
office  for  more  information. 


section  include.;  international  newspapers 
like  Sydney's  Morning  Hersid  or 


Elderhostel 

www.elderhostel.org 

Over  55?  Elderhostel  hosts 
/  dozens  of  short-term  edu- 
cational adventures  in  more 
than  90  countries  from  Puerto 
Rico  to  Papua  New  Guinea.  De- 
tailed itineraries  include  topics  of 
nighdy  lectures  and  workshops  as  well 
as  advice  about  the  physical  challenges 


of  each  trip.  There's  an  exceptional 
lection  of  programs — from  Andeail] 
nithology  in  Lima  to  Portuguese  hisl 
in  Lisbon. 

►  Best:  Do  it  all  online— register,  pay, 
transfer  and  cancel. 

►  Worst:  Articles  read  like  press  relea 

Languages  Abroad 

www.languagesabroad.com 

Foreign   language  programs 


Q languages  abroad 


schools  for  both  corporate  and  leis 
travelers.  You'll  find  extensive  of: 
ings  on  a  well-organized  site:  25  1 
guages  in  more  than  40  countries  t 
range  from  Egypt  to  Costa  Rica.  I 
like  some  other  sites,  Langua 
Abroad  includes  more  unconventio 
destinations  like  Hanoi,  Tunis  a 
Kiev.  Course  veterans  can  leave  ad\ 
for  prospective  students  on  the  si 
message  boards. 

►  Best:  Informative  descriptions  of 
destinations  and  recommended 
attractions. 

►  Worst:  No  online  enrollment. 

Petersons.com 

www.petersons.com/stdyabrd 

Well-organized,  copious  listings 
undergraduate  students.  Search 
database  by  field  of  study  (includ 
diverse  offerings  like  brokerage  a 
theater  management),  country 
sponsoring  university.  Descriptk 
list  academic  focus,  dates,  locale,  1 
ing  arrangements,  requirements  a 
contact  information.  There's  an  ea 
to-search,  separate  database  for  su 
mer  programs  as  well. 
►Best:  Feature  articles,  like  the  unique 
challenges  minority  students  face. 
►Worst:  Despite  advice  on  how  to  keep 
costs  down,  there  are  no  prices  listed. 
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webaddress 

advertiser  directory 

Your  connection  to  instant  information  from  Forbes  advertisers 


omotive 
P 

r.jeep. com 

iness  to  Business 

0  Software,  Inc. 

0-841-2031 
'.bmc.com/onsite 

iness  Classified 
Vida 

0-528-2661 
^.BizVida.com 

ckjack.Com 

/.blackjack.com 


Medical  Hair  Restoration 

1  -888-889-7703 

www.medicalhairrestoration.com 

Publishers  Guild 

1-800-675-6144 

Sea  Eagle  Inflatable  Boats 

www.seaeagle.com 
1  -800-852-0925 

Steven  Sears  CPA/Attorney. 

1-714-544-0622 
www.searsatty.com 

Value  Line 

www.valueline.com 

Worldwide  Business  Consultants 

1-800-733-2191 


Financial  Services 

Charles  Schwab 

1-800-739-5544 
www.schwab.com 

T.  Rowe  Price 

Global  Technology  Fund 

1-800-541-6628. 

058300GTF 

www.troweprice.com 

Software 

Knowledge  Mechanics 

1-800-  536-6086 
www.knowledgemechanics.com 

Travel 


na  Fine  Art- 
vador  Dali  Gallery 

0-275-3254 
/.daligallery.com 

tital  Asset  Management 

/.assetprotection.com 
10-710-0002 

tcord  University 

;oncordlawschool.com 

aware  Business  Inc. 

v.e-incorporate.com 
10-423-2993 

f/ess  Pools 

)0-233-0741 
v.endlesspools.com 

Inc. 

)0-465-7374 
v.meetings-events.com 


Computer/Technology 

Aperian 

1-800-840-1594 
www.Aperian.com 

WRQ  Inc. 

www.wrq.com 

Consulting  Services 

Accenture 

www.accenture.com 

e-business  services 

DigitalThink 

1-888-590-1710 
www.digitalthink.com 


Asian  Affair  Holidays 
(Singapore  Air) 

www.singaporeair.com/americas 

E-Learning 

KnowledgeNet 

www.KnowledgeNet.com 

Knowledge  Mechanic 

1-800-536-6086 
www.knowiedgemechanics.com 

ElementK 

www.ElementK.com 

SMGnet 

www.SMGnet.com 

Global  Learning  Systems 

www.globallearningsystems.com 

Issue  Date:  February  26,  2001. 


American  History 

A  staggering  number  of  sites  are  devoted  to  major  events  that  have 

shaped  our  country.  One  Web  index  of  the  French  and  Indian  War  on 
Geocities.com  lists  close  to  100  sites  on  the  colonial  conflict.  Online,  you'll 
find  Supreme  Court  rulings.  American  Revolutionary  speeches  and  diaries 
of  Civil  War  soldiers.  For  more  recent  events,  offerings  are  surprisingly 
thinner.  Sites  about  World  War  II,  Vietnam  and  the  Korean  War  often 
consist  of  not  much  more  than  an  image  of  a  war  buff  with  his  favorite 
tank.  For  more  comprehensive  coverage  of  these  wars,  check  out  the 
documentaries  at  the  Web  sites  of  PBS  or  the  History  Channel,  both 
reviewed  below.  —Jennifer  McCullam 


American  Memory 

http://memory.loc.gov 

Features  more  than  90  digital  collections  from  the 
Library  of  Congress.  The  site  is  easily  searchable  by 
keyword,  time  period  or  broad  topic.  Nearly  ever)' 
collection  provides  time  lines,  picture  galleries  and 
narrative  text,  as  well  as  suggestions  for  outside 


American  Memory 


reading  and  links  to  related 


Agriculture 


Broaa  Topics 

Lanauaaes  and  Literature 


collections.  You'll  find 
everything  from  the  making 
of  books  in  the  19th  century 
to  an  examination  of  the 
Civil  War  campaigns  of 
General  Sherman.  There 
are  more  than  1 12,000 
documentary  photos  from 
the  Depression  era  alone. 
Click  on  Motion  Pictures  or 
Sound  Recordings  to  turn  up 
dozens  of  collections,  from  Vaudeville  acts  like  Bob 
Hope  to  films  of  the  Spanish- American  War. 

►  Best:  Excellent  coverage  of  African-American  history, 
from  slavery  to  civil  rights. 

►  Worst:  Some  of  the  collections  are  hard  to  navigate,  with 

no  clear  buttons  marking  how  to  move  to  the  next  page. 


Original  Format 

Airmen  Materials 


10 


m 

i 


America's  Story  from 
America's  Library 

www.americaslibrary.gov 

Geared  toward  children.  Meet  Amazii 
Americans  tells  entertaining  tales  abo 
Buffalo  Bill  Cody  and  Harriet  Tubma 
while  Jump  Back  in  Time  provides  cc 


Mett  Aniline  AiMfkias 

Jump  BKtmTim 
Explore  tut  st»t<i 

join  *»trici  at  PUi 

^  See  Hear  »"Sinq 


□ 


orful  detail  on  every'  period  beginnin 
with  colonial  America.  A  fun  sectio 
called  See,  Hear  &  Sing  includes  audi 
files  of  classic  children's  songs  startin 
from  1939. 

►  Best:  Meet  Amazing  Americans.  Did  yo 
know  that  at  the  time  of  his  death  Lincoln  ha 
a  $5  Confederate  note  in  his  pocket? 

►  Worst:  Explore  the  States:  the  50  state 
deserve  more  than  a  brief  paragraph  and 
state  flag  graphic. 

The  History  Channel 

www.historychannel.com 

Original,  informative  pieces  dividei 
into  historical  categories  including  Civ: 
War,  Crime,  Literary  and  Old  West.  Ii 
the  History  IQ  section  viewers  can  an 
swer  television-aired  questions  onlin 
and  compete  against  online  and  studii 
contestants.  Civil  War  and  World  War  I 
enthusiasts  should  enjoy  the  extreme! 
active,  topical  message  boards. 

►  Best:  Speeches  section  features  Real  Audi 
files  such  as  Kennedy's  inaugural  addres 
and  a  major  Gandhi  address  on  religion. 
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»rst:  Inefficient  design  means  too  much 
ing. 

h'veculture.com 

v, nativeculture.com /home 

ortal  devoted  to  the  best  sites  on 
history  and  culture  of  Native 
ericans.  The  particularly  strong 
rn  section  contains  three  separate 
gories:  Tribes  and  Nations,  Arts 
Expression  and  Learning,  Teach- 
and  Information  Sharing.  Click 
iugh  to  find  sites  such  as  20th  Cen- 
'  Warriors:  Native  American  Par- 
nation  in  the  United  States  Mili- 
,  or  the  American  Indian  Culture 
;arch  Center  which  describes  the 
lificance  of  the  powwow  to  the 
ota  tradition. 

st:  Links  to  more  than  120  North  Amer- 

tribal  government  sites. 

>rst:  Sparsely  visited  message  boards. 

;  Oregon  Trail 

iisu.edu/-trinmich/oregontraiLhtml 

ited  by  two  Idaho  State  Univeristy 
essors,  this  site  focuses  on  the  19th 
ury  pioneers,  the  Oregon  Trail  and 
spirit  of  the  American  West  which 
embodied.  Start  with  All  About  the 
I  for  biographies  of  early  explorers 
Lewis  and  Clark  or  to  research  the 
s  of  wagons  used  (there  were  some 
J-powered  models).  There  are  also 
>s,  drawings  and  photographs  of  the 


I 

Ul.Uo. 
*  T-.d 

Ste>              ftcu             Attluc  rkeTrid 

J 

Jumping  Off 

jM,     .     «!>«  <'/«««< 

am 

[,  along  with  interesting  details 
ut  some  of  the  people  who  made 
ourney. 

st:  The  Trail  Archive  section  features 
:  than  13  pioneer  diaries  and  memoirs, 
iding  a  gripping  one  by  Narcissa 
man,  the  first  white  female  to 
plete  the  route. 

irst:  Too  much  hawking:  there's  a 
e  section  called  Shop  the  Trail. 


PBS-History 

www.pbs.org/neighborhoods/history 

Dozens  of  original  documentaries  each 
with  their  own  elaborate  pages.  They 
include  everything  from  biographies  of 
General  Douglas  MacArthur  and  Joe 
DiMaggio  to  features  on  America  and 
the  Holocaust  and  Africans  in  America. 
There's  also  an  excellent  resource  on 
the  Women's  Movement,  called  Not  for 
Ourselves  Alone.  Most  pages  have 
audio  and  video  files,  along  with  pri- 
mary documents. 

►  Best:  A  Teacher's  Source  complements 
each  program  with  additional  resources  for 
further  investigation. 

►  Worst:  Older  documentaries'  sites  look 
dated  and  tired  next  to  the  newer  ones. 

UShistory.org 

www.ushistory.org 

Contrary  to  what  this  site's  name  sug- 
gests, the  focus  here  is  solely  on  the 
Colonial  and  Revolutionary  period. 
Created  by  the  Independence 
Hall  Association  of  Philadel 
phia,  featured  exhibits  in- 
clude America's  Most 
Historic  Mile  and  the 
Revolutionary  War  1777. 
Users  can  take  a  tour  of 
Betsy  Ross'  house,  find  fun 
facts  about  the  Liberty  Bell, 
see  where  Thomas  Jefferson  wrote 
the  Declaration  of  Independence  and 
read  the  story  of  Valley  Forge.  There 
are  also  some  excellent  links,  like  one 
to  a  site  featuring  four  complete 
works  by  revolutionary  firebrand 
Thomas  Paine. 

►  Best:  The  comprehensive  Electric  Franklin 
section,  which  includes  his  masterful  auto- 
biography in  its  entirety. 

►  Worst:  Unrealistic  and  often  ridiculous 
suggested  times  to  spend  on  each  section: 
One  says  five  minutes  to  two  days. 

The  Valley  of  the  Shadow 

http://valley.vcdh.virginia.edu 

Primary  documents  make  this  one  of 
the  best  Civil  War  sites.  William  G. 
Thomas  and  Edward  L.  Ayers  of  the 
University  of  Virginia  Research  Project 
have  taken  two  opposing  communities, 


WEB  TIP 

Go  to  the  American 
Civil  War  Homepage 
(http://sunsite.utk.edu/civil 
war)  to  find  thousands  of 
sites  on  the  War  Between 
the  States.  , 


Augusta,  Va.  and  Franklin  County,  Pa., 
and  documented  events  there  before, 
during  and  after  the  Civil  War.  The  uni- 
form design  for  both  includes  newspa- 
pers, letters,  diaries,  photographs,  maps 
and  military  records. 

►  Best:  Interactive  battle  maps  help  you 
understand  the  campaigns. 

►Worst:  Sparse  photo  archives. 

The  Wars  for  Viet  Nam 

http://vassun.vassar.edu/-Vietnam 

Vassar  College's  site  integrates  analysis 
and  primary  documents  to  provide  a 
lucid,  authoritative  look  at  Vietnam. 
The  Overview  section  offers  a 
sophisticated  account  of  the 
conflict,  with  links  to  pri- 
mary documents,  photos 
and  other  sites.  The  docu- 
ments section  links  to  20 
significant  speeches,  letters 
and  memos  from  pivotal  fig- 
ures like  Presidents  Nixon  and 
Johnson. 

►  Best:  Dozens  of  sources  in  the  links  page, 
including  a  Remembrance  section,  which 
has  links  to  the  memorial  wall. 

►Worst:  Content  lacks  real  depth. 

The  White  House  Historical 
Association 

www.whitehousehistory.org 

This  elegant  site  examines  the  character 
of  the  White  House  and  its  occupants 
through  history.  It  includes  their  atti- 
tudes toward  music,  African- Americans 
and  architecture.  The  Journal  is  a  schol- 
arly look  at  events  that  shaped  the  Pres- 
idency and  the  nation,  like  the  Burning 
of  Washington  during  the  War  of  1812. 

►  Best:  Virtual  tours  of  the  White  Hojse. 
►Worst  No  audio  or  video  files,  or  speeches 
of  the  Presidents. 
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Archaeology 

Want  to  unearth  the  hidden  past  in  ancient  ruins  and  artifacts?  Start 

by  looking  on  the  Web.  Databases  of  findings  and  historical  locations 
provide  Tantalizing  glimpses  of  lost  civilizations.  There  are  refereed 
academic  journals,  magazine  and  news  sites  that  give  you  a  broader 
perspective  on  the  latest  discoveries.  And  organizations  like  the 
Archaeological  Institute  of  America  post  the  lowdown  on  local  lectures  and 
seminars.  Want  to  literally  dig  further?  The  Web  is  a  good  place  to  find  dig 
work,  both  volunteer  and  paid.  — Chana  Schoenberger 


rnvuni  i  u 


About.com 

http;  archaeolofy.about.com 

Moderated  by  Iowa-based  field  archaeologist,  Kris  Hirst, 
this  is  a  great  place  to  start  on  your  archaeological  forays. 
Interested  in  the  important  Bronze  Age  city  or  An  Yang  in 
China  or  the  ethnohistory  of  native  North  American  life? 
You'll  find  book  reviews,  authoritative  articles  and  copious 
links  to  other  archaeology  sites. 
Specialized  pages  cover  research 
techniques  like  archaeometry, 
current  events,  ongoing  digs  and 
<  theory.  You  can  chat  live  in  the 
\  Forum  section  or  post  questions 
i  for  quick  responses  from  experts. 
'  There  s  also  an  e-mail  newsletter. 


►  Best:  Voluminous  links. 

►  Wsrst:  Navigation  can  be  frustrating:  it's  often  hard  to  get 
back  to  where  you  came  from. 


:C1 
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Archaeological  Fieldwork 
Opportunities 

www.sscnet.ucla.edu  ioa  afs  testpit.html 

Ready  to  trade  in  your  laptop  for  some 
wooden  stakes  and  tarpaulins?  Check 
out  this  comprehensive  database  of 
fieldwork  positions  compiled  by 
UCLA's  Cotsen  Institute  of  Archaeol- 
ogy. Click  on  your  favorite  region  to 
find  available  jobs,  internships  and 
field  schools.  Listings  include  salary 
(or  tuition),  job  description  and  con- 
tact information.  Sign  on.  for  instance, 
to  survey  the  history  of  human  habita- 
tion in  Kentucky's  Mammoth  Cave. 
Green  flags  tag  postings  made  in  the 
past  ten  days. 
►  Best:  Access  to  the  lates- 


►  Wsrst:  Hard  to  search  by  discipline  or 

academic  interest. 

Biblical  Archaeology  Society 

www.bib-arch.org 

In  1991  this  site's  founder  Her- 
shel  Shanks  created  an  uproar 
when  he  broke  a  scholarly 
monopoly  on  access  to  the  I 
Dead  Sea  Scrolls.  Ever  f 
since,  Shanks'  magazines  I 
have  been  widely  respected. 
This  site  is  the  digital  inter- 


of  volunteer  digs,  study  trips  and  exa 
vation  tours,  with  contact  and  schedu 
ing  details.  Links  like  BAR's  to  Hebre 
University's  Institute  of  Archaeolog 
give  you  details  on  courses  and  digs. 

►  Best:  Well-written  and  evocative 
articles,  like  Bible  Reviews.  "King  David. 
Serial  Murderer." 

►  Werst:  Most  of  the  best  content  will 
cost  you  a  subscription  fee. 


face  for  those  mags.  You  can  pe- 
ruse archived  articles  from  three  BAS 
publications:  Biblical  Archaeology  Re- 
view,  Bible  Review  and  Archaeology 
Odyssey.  Tnere  are  also  partial  listings 


WEB  TIP 

The  Web  Ring  at 
nav.webnng.yahco.com 
hub?ring=an;heonng&Jtst 
■=:.:. '-:  -_- 

on  things  like  the 
construction  of  Egypt's 
pyramids. 


Current  Archaeology 

www.archaeology.co.uk 

Run  by  British  couple  .Andrew  an< 
Wendy  Selkirk  in  their  spare  time,  thi 
magazine  site  focuses  mainly  on  re 
search  and  digs  in  the  U.K.  Vivid  photo 
illustrate  excavation  sites  like  the  Clav 
cairns,  ancient  chambered  tombs  ii 
Scodand.  Besides  articles  from  the  prin 
issues  and  special  one-topic  editions 
useful  resources  include  listservs  for  dis 
cussions,  a  searchable  database  of  orga 
nizations,  and  a  monthly  Web  site  pick 

►  Best:  Lush  photos  of  digs  and  ruins. 

►  Werst:  Narrowly  focused  on  Britain. 

Discovering  Archaeology 

www.discoveringarchaeology.com 

Current  and  past  articles  of  Scientifi> 
Americans  moughtful,  far-ranging  pub- 
lication in  full  text  Covers  topics  fron 
the  wonders  of  Petra's  ancient  engi- 
neers to  Napoleon  Ill's  found- 
ing of  public  archaeology  ir 
France.  News  updates  ev  en 
few  days  and  photos  of  ob- 
jects, digs  and  standing 
ruins,  like  the  jungle  city  o) 
Tikal  in  Guatemala,  keep  you 
informed.  Extensive  links  page 
includes  professional  societies  and 
individual  historical  sites'  Web  sites. 

►  Best:  Free  e-mail  newsletter. 

►  Wsrst:  No  listservs  or  forums. 
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If  the  Internet  is  suited  to  anything,  it's  looking  up  information.  Just 

about  all  major  corporations,  magazines,  newspapers  and  nonprofits  have 
Web  sites.  The  card  catalogs  of  most  every  major  university  library  are 
online.  If  you  know  where  to  look,  you  can  find  the  lyrics  of  the  six  state 
songs  of  Tennessee  or  discover  which  country  was  first  to  drive  on  the 
right  side  of  the  road.  Some  resources  will  cost  you,  though:  to  access  the 
Oxford  English  Dictionary  online,  you  must  cough  up  an  annual 
subscription  fee  of  $550.  —Information  Specialists,  Forbes  Library 


LibrarySpot 

www.libraryspot.com 

So  good  you  may  be  tempted  to  throw  away  your  li- 
brary card.  This  gateway  to  more  than  5,000  libraries 
around  the  world  covers  all  the  bases.  Consult  its  collec- 
tion of  Reference  Desk  sites  to  convert  teaspoons  to  mil- 
liliters, research  a  company  or  map  directions  for  your 
next  road  trip.  If  lists  are  your 
thing,  you'll  enjoy  browsing 
rankings  like  the  100  Most  Im- 
portant American  Musical 
Works  of  the  20th  Century.  The 
Reading  Room  offers  links  to 
reputable  journal,  poetry  and 
newspaper  sites.  Other  sections 
offer  links  to  lesson  plans  for 
teachers  or  home  schoolers, 


Must  See  Sites 

HUSUUIK! 
If&MtMt 

F-jfDnK  com 

Related  Spots 

Books  pel  torn 

flmntafiit  pb'  w 
MuimmSpoicom 

Shortcuts 

SiiichfBlHnH»i%ln 

r.;±'  Mm  sjh 
Lists 


Sfr  oMh.  Month  » 


3  an  pluming  yotu  nest 


ask-an-expert  sites  and  storytelling  resources. 

►  Best:  Educational  virtual  exhibits. 

►  Worst:  Occasional  dead  links. 


50  States  and  Capitals 

www.50States.com 

As  you  would  expect,  there  are  the  full 
range  of  basic  facts  on  each  state  here, 
from  state  song  to  state  bird  (Utah's 
bird  is  the  American  Seagull,  it  turns 
out,  though  the  state  is  landlocked). 
But  this  simply  organized  gateway  to 
more  than  19,000  Web  sites  covers  far 
more.  Dig  into  community,  college 
and  government  links  for  useful  local 
services.  Take  a  virtual  tour  of 
Amherst  College,  schedule  a  garbage 
pick  up,  download  a  state  tax  form  or 
even  read  the  local  newspaper  of  your 
next  stop  on  that  cros      untry  trip. 


►  Best:  The  Tool  Box  offers  loads  of  links 
that  include  useful  study  aids  and 
historical  maps  of  the  American 
territories. 

►  Worst:  Design,  at  times,  is  little 
more  than  a  long  list. 


AsiaSource 

www.asiasource.org 

An  exceptional  resource 
on  all  things  Asian.  Run  by 
a  nonprofit,  the  site  brings  to 
gether  authoritative  facts,  history 
and  reliable  links.  Divided  into  four 
main  categories — Arts  &  Culture, 
Business  &  Economics,  Policy  & 


At  HiCitizen 
(www.hicitizen.com) 
you  can  get  government 
forms  or  renew  your 
driver's  license  and 
avoid  lines. 


Government  and  Society  &  Histor 
the  site  covers  more  than  30  countr 
Compare  GDPs,  life  expectancy  a 
inflation  rates  of  any  five  Asian  coi 
tries.  You  can  also  link  to  online  Hi: 
or  Thai  dictionaries  and  consult  As 
recipes. 

►  Best:  Easily  find  the  name  and  contac 
information  of  an  expert  on  a  variety  of 
topics  affecting  the  Asian  world. 

►  Worst:  The  worldwide  calendar  had  n 
been  updated  for  months  when  we  looki 

The  Dismal  Scientist 

www.dismal.com 

The  "dismal  science"  is  what  Scotti 
historian  Thomas  Carlyle  called  ec 
nomics.  Here  in  full  dismal  glory 
detailed  global  financial  statistics  a: 
key  economic  information.  Notat 
features  include  an  extensive  bank 
financial  news  features,  industry  for 
casts  and  a  monthly  Economic  Cale 
dar  of  statistical  releases.  The  Co: 
sumer  Price  Index  goes  back  to  19 
and  the  Producer  Price  Index  to  195 
Calculators  help  figure  out  mortgage 
installment  loans,  stock  valuations  ar 
401(k)  yields. 

►  Best:  Economic  calendars  with  curre 
statistical  releases. 

►  Worst:  Poorly  organized  message 
boards. 

Federal  Consumer 
Information  Center 

www.pueblo.gsa.gov 

Consumer  advice  on  everything  froi 
stopping  telemarketing  calls  to  pr< 
venting  online  shopping  fraud.  In  th 
easy-to-navigate  site,  you'll  find  a  fu 
range  of  authoritative  guides  that  cov< 
topics  like  automobile  tii 
safety,  selecting  a  college,  an 
how  to  help  your  child  bt 
come  a  better  reader. 
►Best:  Consumer  Action 
/  Handbook  provides 

everything  you  need  to  lodg< 
an  effective  complaint, 
including  addresses  and  sample 
letters. 

►  Worst:  The  writing  on  this  site  is  mind- 
numbingly  dry. 
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What  makes 
BizVida* 
different  than 
other  search 
engines? 

You're  looki 
at  her! 


Karen  White  is  one  of  the  LIVEassistanr/' 
available  at  www.bizvida.com  to  help  busy 
professionals  save  time  using  the  Internet. 

Need  help  researching  companies, 
markets,  products,  or  technologies?  Want 
to  find  out  all  there  is  to  know  about  a 
particular  competitive  landscape?  Looking 
for  that  hard  to  find  piece  of  data  to 
backup  your  business  plan,  report,  or 
presentation? 

Karen  or  one  of  her  bright  teammates 
will  save  you  hours  of  your  own  time,  find 
the  data  you  require,  and  deliver  the 
information  to  you  in  a  concise,  well- 
organized,  and  fully-referenced  report. 

If  you  still  prefer  to  search  on  your  own, 
you  can  access  an  archive  of  over  3000 
trusted  publications  from  the  BizVida 
KnowledgeEngine;  all  for  the  price  you'd 
expect  to  pay  for  one  single 
subscription. 

Why  not  try  it  today?  Investing  a 
little  time  now  will  save  you 
a  lot  later. 


Bifida 


Business  @  the  speed  of  life 
www.BizVida.com  1-800-528-2661 
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Receive  Value  Line 
for  only  $55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library  —  Value  Line's 
most  recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide 
How  to  Invest  In  Common  Stocks    You  will  also  receive  analyses  of  about 
130  stocks  each  week  for  10  weeks  for  $55  Available  only  once  every  three 
years  to  any  household    SPECIAL  BONUS:  J.K.  LASSERS  YOUR  INCOME 
TAX  2001.  This  Indispensable  guide  covers  all  new  tax  law  changes  as  well 

as  tax-planning  and  money-saving  strategies    Hundreds  of  examples  and 
Icons  highlight  key  points   Also  Included  with  the  guide  Is  a  free  supplement 

with  usable  forms  and  latc-brcaklng  tax  news   A  $14  95  value  -  yours  free 
with  your  Value  Line  subscription  while  supplies  last  Your  subscription  may) 
be  tax-deductible:  consult  your  tax  advisor  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or 

CALL  TOLL-FREE  1-800-535-9651 

BONUS  CODE   516NFZK26    American  Express.  MasterCard.  Visa  or  Discover 
24  hours  a  day.  7  days  a  week  il  you  are  not  completely  saiished  return  all  malenals 
m  good  condition  within  30  days  Irom  the  start  ol  your  trial  subscription  ior  a  lull 
relund  ol  your  lee  Allow  4  weeks  lot  delivery  Foreign  rates  upon  request 
(  A  Order  Online  at  www.valueline.com/ads/f5knf 

Jhe  Value  Line  Investment  Survey*. 

PO  Box  3988. New  York  NY 
10008-3988 


Business  Opportunities*  Business  Opportunities 


Sport  Canoe 


BUSINESS 
PARTNER 


*  Registered  agent  services 
•U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  Incorporators,  Inc. 
3QO. 423. 2993 


WHY  DIDN'T  I  THINK  OF  THAT 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


Ex-lawyer  needs  associates  to  offer 
unique  financial  services  to  make 
clients  lawsuit-proof.  All  the  local 
appointments  you  can  handle. 
State-of-the-art  marketing  tools. 
Huge  demand.  Extremely  high 
income  with  lifetime  residuals  in 

multi-billion  dollar  market. 
Candidates  must  be  bondable, 
have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 
800-733-2191 


Hair  Restoration 


The  Natural  Decision 

f^EH  MEDICAL  HAIR 
9ULS  RESTORATION  " 

MORE  THAN  30  LOCATIONS  NATIONWIDE 

I  Call  for  a  Free  Video  &  Brochure 

11-888-889-7703 

www  medical h 91  restoration  com 


"If." 


♦Companies 
♦Banking 
♦Credit  Cards 
♦Privacy  Capital  AsSet 

*  Management 

(800)710-0002  F-mB™ 

Visa/MC/Amex  www.as»tBro««iii>i-,.com 


Buy  Foreclosed  Pre 

Use  OUR  Money.  Split  Big  Profits 
Complete  Training.  Call  for  Free 
Information  Package. 
800-995-0049  Ext.  7675  j 


Meeting  Planners 


Meetings  are 

our  Business.3 


incentive  Trips 

Training  and  Sales  Meetings 

FEP;  Inc.  1-800-465-7374 
www.  meetings-events.com 


The  Go  Anywhere  Canoe 
That  Packs  In  Your  Car 


Sea  Eagle  33 
Sport  Canoe 
•Holds  2  adult 
•Weighs  29  lb 
•Packs  In  A  Be 
•IV  2"  x  2'  1C 


See  c 
our  boats 
www.seaeagle.eoi 

Because  our  Sea  Eagle  330  inflatable  canoe  easily  packs  in.  yc 
car,  you  can  take  it  anytime  you  choose  to  paddle  wild  rive 
remote  ponds,  scenic  lakes,  pristine  bays,  mountain  streams 
ocean  surf.  Best  of  all,  it  costs  far  less  than  other  canoes.  Just  l 
l  2  great  inflatable  boats!  Free  Catalog  &  Sample  Hull  Materic 

Call  Anytime  1  -800-944-7496 

19  N.  Columbia  St.,  Dept.  F2021B  Port  Jefferson  Station,  NY  11776 


3*. • .  Legal  Services 


ASSET  PROTECTION 


Corporations.  Ltd.  Partnerships.  LLCs 
Offshore  Trusts,  Corps..  Private  Banking 

•  Best  Jurisdictions  •  Maximum  Privacy 
•Tax  Savings  •  Estate  Planning 

Professional  •  Confidential 


Steven  Sears,  CPA  •  Attorney  at  Law 

714-544-0622  •  www.searsatty.com 


Domain  Names 


Domain  Names  for  Sale/Lease 


internetnal.com 
mygeriatrician.com 
webtual.com 
ebasebiz.com 

Send  your  Inquiries  to: 

atylnc@hotmail  com 
Or:  ATY  Resources  Inc.. 
23  Sugarwood  In.,  Commack  NY  11725 


Forbes 

Subscriber  Service 

To  order,  change  address 


other  customer  service, 
call  1-800-888-9896 


Online  Education 


Earn  Your 
LAW  DEGREE 
from  the  Nations 
"First"  Online 
Law  School 


JURIS  DOCTOR 
EXECUTIVE  J  DSM 

Taught  by  leading  legal  educators. 

Call  for  a  FREE  Catalog: 

1-800-439-4794 

mg.concordlawschool.com 
CONCORD 
i  UNIVERSITY 

School  of  Law 

A  Kaplan  Inc.  Washington  Post  Compa 

Charge  Your  Ad... 


VISA 

For  information  and  rates  on  advertising  in  the  next  Forbes  Heirless  Classified  Section 
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Play  now  and  get  S10  free. 

Dali  Prints 
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Advertisement 


ME  DALI  PRINTS 

'you  own.  or  are  Considering  the  purchase 
of  a  Salvador  Dali  prim.... 

tir  exclusive  catalog  features  full-color 
ictures  of  more  than  500  signed  limited 
lition  Salvador  Dali  prints.  Each  print  is  fully 
ocumented  by  Albert  Field,  curator  of  the 
alvador  Dali  Archives,  and  guaranteed 
Jthentic.  The  catalog,  "Salvador  Dali:  A 
etrospective  of  Master  Prints,"  is  a  must 
ir  anyone  interested  in  works  signed  by 
ali.  Call  now  and  we  will  rush  you  a  free 
jpy  of  "The  SalvadorDali  Collector's 
ewsletter".  (515  per  issue) 


Salvador  Dali 


A  Retrospective 
of  Master  Prints 


l-(800)  275-3254 

ask  for  Dept.  FM 

hllp://»»-w  daligillcry  com  •  FAX  3 10-454- 20W) 
Bmna  Fine  Art  •  1 5332  Anmich  Si.. »  10*.  MSc  Pdisjdev  C'A  90272 
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Think  Of  ft  As  A 
Treadmill  For 
Swimmers! 

Swim  or  exercise  against  a  smooth 
current  adjustable  to  any  speed  in 
a  unique  pool  measuring  only  8'x15'. 
Enjoy  the  fun  and  convenience  of  the 
world's  best  exercise  at  home  year 
'round.  Ideal  for  swimming,  water 
aerobics  and  rehabilitation. 
Compact  size  makes  the  dream  of 
pool  ownership  practical  in  small 
spaces.  The  Endless  Pool1"  is  simple 
to  maintain,  economical  to  run,  and 
easy  to  install  inside  or  outdoors. 
New  system  reduces  chlorine  use 
by  90%.  Endless  Pools™  are  sold 
factory  direct  worldwide. 


Free  Video! 

Call  800-233-0741,  Ext.  1660 

Visit  our  web  site  at 
www.endlesspoots.com 
or  write  Endless  Pools,  Inc. 
200  E  Dutton  Miff  Rd,  Dept.  1660 
Aston,  PA  19014 


ENDLESS  POOLS  ' 
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MM 


We're  one  of  the 
100  Best  Companies  To  Work  For 
three  years  in  a  row! 

(  You  might  think  we'd  take  this  for  granted.) 

Winning  the  same  award  three  years  in  a  row  is  anything  but  ordinary  at 
Capital  One.  We're  head-over-heels  delighted  to  be,  once  again,  "One  of  the  100 
Best  Companies  to  Work  For,"  according  to  a  survey  in  FORTUNE"  magazine. 
We  think  it  says  a  lot  about  our  company- our  open  opportunity,  outstanding 
benefits  and  competitive  compensation.  This  honor  also  says  a  lot  about  our 
people,  and  their  sense  of  teamwork,  trust  and  fun.  If  you  can't  say  as  much  about 
the  place  you  work,  give  your  career  a  lift  and  go  to  www.capitalone.com. 


MM 


V* 


CapitalQne 


m  3E 


plopent  Review 

BestJobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


Technical  Marketing  Manager 

Ling  within  our  new  state-of-the-art  office  within  the  Dallas- 
S'orth  Metroplex,  you'll  provide  content  and  create  appli- 
n  notes,  technical  articles,  technical  training  material,  RFI/ 
ponses,  data  sheets,  sales  presentations,  case  studies,  and 
•  marketing  collateral  in  the  DWDM  market  space.  Addi- 
1  responsibilities  include:  gathering,  refining  and  analyz- 
larket,  customer  and  completion  data  to  construct  and 
I  economic  business  cases;  exploring  applications  of  corn- 
products  into  new  and  existing 
>m  networks;  gener- 
strategic 

solutions  per  customers'  net- 
works or  products;  presenting  technical 
and  economics  papers  at  industry  conferences; 
developing  and  delivering  technical/  product  and  train- 
s' presentations  to  customers,  sales  and  partners:  and  col- 
aung  with  a  team  to  enable  that  all  knowledge  and  resources 
tared  with  the  marketing  and  engineering  departments. 

fied  candidates  will  possess  a  Bachelor's  degree  along  with 
limum  of  5  years  experience  in  telecom  product  manage- 
,  marketing  or  product  architecture.  Excellent  communi- 
i  skills  are  a  must. 

cl  Carpet  relocation  package  will  be  available 
top  qualified  candidates.  For  immediate  con- 
ration,  forward  resume  to  mdelson@rcimetlia.com 
;>r  more  information  on  this  exciting  job  op- 
portunity, please  call  (561) 
686-6800  x  201.  KOE 
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SAKS 

INCORPORATED 

Saks  Incorporated 
one  of  the  country's  premier 
retail  enterprises,  has 
decided  to  bring  something 
to  the  digital  world  that  is 
absolutely  necessary. 
With  a  corporate 
mission  composed  of 
the  four  cornerstones 
of  Style,  Quality, 
Integrity, andService, 
Saks  is  now  hiring 
technical  gurus 
with  panache. 


.ymw^jcslncogwratejl 


The  following  opportunities  are 
available  at  our  location  in 
Lawrenceville,  NJ: 

Sybase  DBA 

Data  Warehouse  Analyst 


E-mail:  jobs@satqinc.com 


Attention  All  Engineers 


to  make  a  location  change." 
'  to  start  with  a  new 
itlng 
nity  for 

Year? 

We  have  an  "Exciting  Opportunity''  in  the  Santa  Clara.  CA  area 
with  our  client  company  who  is  the  inventor  and  leading  developer  of  a 
lew  class  of  technology  designed  to  enhance  ihe  Internet  experience  by 
ding  significant  advances  to  processing  speed  and  efficiency. 

I  company  is  in  the  market  for  Engineers  who  have  a  strong  desire  to 

md  do  whatever  is  necessary  to  get  (he  job  clone.  The  company  has  a  strong 

■  experienced  Engineers  who  have  worked  with 


1DL 

"GA/ASIC  Design 
igh  Speed  Digital  Design 
linx  Virtex  FPGA'S 
linx  Design  Tools 
nux 

11  Design 


Benefits  of  this  Opportunity 
Full  Relo-Package 
Competitive  Salary 
Stock  Options 
liquilv  will  Ik'  offered 
Full  Medical 
Vacation 


nsurate  with  experience  -  we  will  do  what  is  necessary  for  the  right  talent" 

icdiate  consideration  please  forward  resume  lo 

rcimedia.com  or  for  more  information  on  this  position  please 

1)  6X6-6800  ext  214. 


iff 
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and  creative  thinking.  We  help  more  than  1,000  corpo- 
rate clients  in  34  nations  deploy  their  sales  strategies 
on  the  Web.  A  customer-oriented  company,  we  are  fast, 
flexible  and  focused.  And  at  BroadVision,  growth  is 
built-in:  we  quadrupled  in  size  this  year  and 
expect  to  double  next  year.  We  seek 

Unix  Systems  Administrator 
NT  Systems  Administrator 
Unix  Operations  Manager 
Exchange /Architecture 
Administrator 

Exchange  Architecture  Engineer 
Network  Engineer 
Network  Operations 
Manager 
Unix  Architecture 
Engineer 
Technical  Writer 
Network  Manager 
IT  Operations 
Manager 


In  addition  to  work- 
ing 1:1  with  customers, 
we  work  1:1  internally  as 
well.  Everything  is  designed 
for  success,  including  our 
strong  compensation/benefits 
program.  Please  send  your 
resume  to:  E-mail:  greatjobs® 
broadvision.com.  See  us  on  the 
Web  at:  www.broadvision.com. 


BroadVision 

Personalizing  e'BusinessSM 


® 


e  career  opportunities  -  visit  BestlobsUSA.com 


Weird  Wide  Web 

The  Web  sites  featured  below  are  anything  but  useful— and  frankly,  that's 
their  whole  appeal. 


Disturbing  Auctions 

www.disturbingauctions.com 

Seems  like  everyone's  got  some 
forgotten  treasure  to  sell  at  an 
online  auction.  But,  as  this 
site  proves,  some  stuff  is 
better  left  in  the  darkest  cor 
ner  of  the  atlic.  Like  the  ce 
ramie  "daytrading  gorilla, 
complete  with  Wall  Street  Journal.  Or 
that  pathetic  little  Dean  Martin  hand 
puppet  in  the  Emotionally  Scarring 
Toys  section.  And  was  anyone  remotely 
interested  in  bidding  on  that  skanky  old 
jock  strap  and  gym  shorts?  Puh-leeze. 

lshouldbeworking.com 

www.ishouldbeworking.com 

Where  slackerdom  is  celebrated  as  an 
art  form.  Sure,  there  are  the  usual 
mind-numbing  games  and  un- 
productive links.  (If  the  boss 
walks  in  while  you're  cruising 
the  International  Society  of  Hot 
Sauce  Aficionados'  site,  just  hit 
the  Panic  Button  and  your 
screen  will  jump  to  a  bogus  en- 
cyclopedia.) Check  the  boards 
for  valuable  work-avoidance 
tips.  One  layabout's  advice?  The 
"bad-back  ploy."  Hey,  it  netted  him  a 
cushy  new  desk  chair  and  an  excuse  for 
frequent  "stretching"  breaks.  Now  he's 
got  more  time  for  dreaming  up  ways  to 
torture  the  boss,  another  topic  popular 
with  these  poor  slobs. 

Urban75 

www.urban75.com 

Whom  do  you  want  to  belt  today?  Bill 
Gates?  George  W.  Bush?  Barney  the  di- 
nosaur? Go  ahead,  click  Punch  on  this 


•  U.K.  site's  home  page,  then  get 
k  ready  to  roll  up  your  cybersleeves 
and  step  outside.  Alright,  maybe 
(smacking  famous  folks  silly  isn't 
lyour  cup  of  tea.  How  about 
'warping  'em?  (Who  says  Al  Gore 
}is  wooden?)  If  your  face  of  choice 
'isn't  available  for  electronic — 
'ahem — manipulation,  the  nice  chaps  at 
Urban75  let  you  nominate  new  ones. 

Gallery  of  Regrettable  Food 

www.iileks.com/institute/gallery/index. 
html 

If  Father  really  knew  best  in  the  1950s, 
he  would've  spit  out  half  of  what  was 
served  to  him  for  dinner.  One  look  at 
the  vintage  cookbooks  on  this  site  is 
enough  to  set  contemporary  stomachs 
a-churning.  Feast  your  eyes — and  eyes 
alone — on  titles  like 
Gel-Cookery  (As 
Seen  on  TV!)  and 
You're  Really  Cook- 
ing When  You're 
Cooking  with  Seven- 
Up,  which  include 
such  recipes  as  7Up 
glazed  ham.  All  we 
can  say:  Give  thanks 
to  the  culinary  gods  that  meaty  Jell-O 
has  gone  the  way  of  poodle  skirts. 

Museum  of  Questionable 
Medical  Devices 

www.mtn.org/quack 

Okay,  so  the  electric  belt  some  guy  in- 
vented a  hundred  years  ago  did  not 
exactly  provide  relief  for  anybody's 
liver  disorder.  Heck,  we  bet  it  didn't 
even  deliver  the  promised  "soothing 
electric   current."   Snake   oil  and 
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quackery  get  un- 
dressed at  this 
online  museum, 
revealing  inven- 
tions like  the  Battle 
Creek  Vibratory 
Chair  (to  stimulate 
the  intestines).  But 
if  you  want  to  see  the  weight- reductio 
eyeglasses,  you'll  have  to  visit  the  re; 
museum  in  Minnesota. 

Find  A  Grave 

www.findagrave.com 

Did  you  know  that  the  Native  Ameri 
can  princess  Pocahontas  is  buried  in  ai 
English  churchyard?  Or  that  Delt. 
bluesman  Robert  Johnson  has  twi 
graves,  since  n« 
one  is  quite  sun 
where  he  wai 
buried  after  beinj 

.    ,   ^Ji 
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poisoned  by  a  jealous  husband?  Thes< 
are  just  some  of  the  many  revelations  a 
this  site,  which  shovels  the  dirt  on  th< 
final  resting  places  of  the  rich,  the  fa 
mous  and  the  barely  notable. 

WebcamSearch.com 

www.webcamsearch.com 

If  you  haven't  yet  discovered  the  stultify 
ing,  er  . . .  voyeuristic,  thrill  of  watching 
a  Swedish  family  remove  food  from  it 
fridge,  then  click  here  immediately.  Thi 
Webcam  portal's  got  something  foi 
Peeping  Toms  of  every  stripe.  Okay,  sc 
that  New  Zealand  suspension  bridg< 
bungee  cam  didn't  offer  much  action 
But  the  wildlife  was  plentiful  at  th< 
Afrjcam  watering  hole,  with  all  thos< 
mud-wallowing  elephants.  We're  actu 
ally  grateful  that  things  were  quiet  at  th< 
Dentcam,  live  from  a  New  York  Cit] 
dental  office.  f 
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qO    While  the  world  may  be  getting  smaller,  its  challenges  clearly  aren't.  That's  why  it's 


reassuring  to  know  some  people  have  your  best  interests  in  mind.  People  who  eat,  sleep  and 


breathe  your  business.  So  when  you  talk  about  your  company's  Internet  needs,  they  understand 


every  word  you  say.  Fujitsu  is 


the  world's  third  largest  IT 


services  company  - a  $50  billion 


THE  INTERNET  CAN  PUT  YOU  IN  TOUCH 
WITH  MILLIONS  OF  CUSTOMERS 
AROUND  THE  GLOBE. 

THEN  WHY  DO  YOU  FEEL  SO  ALONE? 


provider  of  IT  and  telecommunications  products  and  services.  With  60,000  IT  support  and 


service  professionals  and  operations  in  over  100  countries,  we're  anything  but  distant.  We  get 


to  know  each  of  our  global  customers,  on  their  own  turf.  All  over  the  world.  Isn't  it  nice  to  know 


that,  wherever  the  Internet  takes  your  business,  there  will  be  someone  right  by  your  side? 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


www.fujitsu.com 


"Source:  IDC,  December  1999  Who  Will  be  Leading  the  Global  IT  Services  Industry  in  2000?  A  Competitive  Analysis  by  Mauro  Peres.  Sophie  Janne  Mayo. 


No  one  knows  what  the  future  of  technology  will  bring. 

But  we  do  know  we'll  help  bring  it  to  you.  On  a  road  of  pure  light. 
The  superfast,  superbroad  boulevard  called  the  global  optical  network. 

And  there,  at  the  heart  of  it,  you'll  find  Corning. 


The  more  kids  you  have, 

the  more  practical  it  becomes. 


lerrormance 
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raised  to  the  power  of  El  Paso 


At  El  Paso,  we've  been  on  a  five-year  journey  to  create  the  largest 
and  most  broadly  based  natural  gas  company  in  the  world.Today, 
we've  arrived.  El  Paso  has: 

Ai  Successfully  integrated  the  largest  set  of  natural  gas  pipelines 

in  North  America. 
A  Become  the  fourth  largest  energy  company  in  the  United 

States  by  market  capitalization. 
/\  Built  the  fastest  growing,  most  sophisticated  energy  merchant 

in  the  world,  with  profits  growing  from  $3  million  to  almost 

$500  million  in  just  three  years. 
^  Grown  our  enterprise  value  from  $2  billion  to  over  $50  billion 

in  five  years. 

A>  Achieved  earnings  per  share  growth  of  1 1 8  percent  since  1 995. 
^  Delivered  total  shareholder  return  of  517  percent  over  the  last 

five  years,  which  is  more  than  double  the  S&P  500  return  over 

the  same  period. 

That's  performance.  Raised  to  the  power  of  El  Paso. 
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Telecom's  Grave  Dancer  Most 
telecom  startups  are  doomed. 
Clark  McLeod  wants  to  own 
their  assets.  By  Quentin  Hardy 

Brace  Yourself  Does  murky 
accounting  make  Orthodontic 
Centers  of  America's  business  look 
better  than  it  is?  By  Brett  Nelson 

Airing  It  Out  The  Environmental 
Protection  Agency  sets  standards 
for  air  pollutants  without 
considering  the  costs.  A  ruling 
by  the  Supreme  Court  could 
change  that.  By  Ira  Carnahan 
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145  Limited  Expectations  After  a 
brief  turnaround,  the  Limited's 
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By  Kelly  Barron 
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humor — not  to  mention  skimpy 
clothes — to  sell  its  apparel  for 
heavyset  gals.  Is  it  a  big  mistake? 
By  Eileen  Glanton 
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148  A  Stick  in  the  Spokes  Competi- 
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bicycle  parts  is  anything  but 
friendly.  By  David  Armstrong 
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nervous  system's  fragile  circuitry 
may  require  something  more 
than  mere  drugs — like  a  shock 
to  the  system.  By  Robert  Langreth 

164  Mr.  and  Mrs.  Network  Serial 
entrepreneurs  Judy  Estrin  and 
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computers  link  up.  They're  not 
done  yet.  By  Quentin  Hardy 
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"The  U.S^ 
needs  an 
open 
Europe." 
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Drug  Warrior  Addiction  is  a  huge 
market,  if  only  drugmakers 
would  wake  up  and  tackle  it. 
One  biotech  company  is  giving  it 
a  shot.  By  Zina  Moukheiber 

Digital  Spin  |  Wireless  Whale 

By  John  C.  Dvorak 

Digital  Tools  |  Home  Invasion 

By  Stephen  Manes 
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174  Cable  Link  Telecommunications 
stocks  lie  in  ruins.  Which  ones 
will  rise  again?  Andrew 
Sukawaty,  Sprint  PCS'  former 
chief,  says  go  for  broadband 
cable  and  cell  phones.  Beware 
the  rest.  By  Scott  Woolley 

176  Claim  Canada  U.S.  natural  gas 
stocks  have  already  been  bolstered 
by  high  energy  prices.  But  there 
are  still  bargains  to  be  found  in 
Canada.  By  Michael  Maiello 

178  Writers  and  Their  Money  You 

don't  read  your  accountant's 
poems.  Why  trust  a  writer's 
investment  plan — even  if  the 
writer  is  Mark  Twain?  The  truth 
is  that  a  lot  of  smart  writers  turn 
into  idiots  when  managing 
money.  By  Dan  Seligman 
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Issues  If  you  just  look  at  the 
averages,  new  issues  look  like  they 
were  great  investments  in  the 
1990s,  but  the  average  perfor- 
mance is  heavily  skewed  by  a 
handful  of  exceptional  stocks. 
By  Scott  DeCarlo  with  Michael 
Schubach  and  Vladimir  Naumovksi 
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mantra:  old  vines. 
By  Quentin  Hardy 
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Gyrotonic  promises  to  make  you 
stronger  and  more  limber.  It 
might  even  help  your  golf  game. 
By  Jonathan  Davis 
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The  bloodcurdling  history 
of  premature  burial. 

By  Susan  Adams 
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"They're  up  against 
Ethernet.  And  Ethernet 
always  wins." 
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The  Royal  Treatment  Viewing  the  Scottish  Isles  in  style  from 
the  deck  of  the  Hebridcim  Princess.  Even  the  British  thaw  out 
after  a  while.  Sappy  Motoring!  Our  tribute  to  the  Nucleon,  and 
other  eccentric  car  designs  not  fondly  remembered.  High  on 
the  Hog  Reviving  the  grand  European  hunting  tradition  in 
Hungary.  Glove  Story  Few  things  are  sacred  in  a  Major  League 
clubhouse,  but  don't  mess  with  a  man's  mitt.  Who  the  Heck 
Are  These  People?  Our  guide  for  the  helplessly  unhip,  about 
the  hopelessly  self-absorbed.  Good  to  Go  Pack  up  for  the  one 
perfect  week  to  visit  (nearly)  every  place  you  want  to  go. 


Table  of  Contents.  I  t  vvww.forbes.com/forbes  or  use  your  :CueCat  scanner  on  the  cue  code  (right)  to  •  L  ^ 
take  you  there  instantly.  Ft  !  support  on  your  :Cue:Cat  device,  call  2I4-292-6223.  k 
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_  u    r    i    i   u   in   b       r    K   A   L    I    1   (J    N    A   L       JET  OWNERSHIP 


$3.2  Million*  $2.1  Million* 

Competitor's  Hawker  800  Flight  Options  Hawker  800 


rrnllirm  ca\/orl  ic  3  rrnllirm  oarnorl 


ght  Options  has  made  jet  ownership  truly  affordable.  As  the  first  company  to  take  fractional  jet  ownership  into  the 
led  marketplace,  Flight  Options  can  put  you  in  the  jet  that  matches  your  mission  for  35%  less  than  our  competition. 
/  select  from  the  most  requested  jets  flying  today:  Citations,  Beechjets,  Hawkers,  Falcons,  Challengers  or  Gulfstreams. 
?ry  jet  features  five-star  amenities  such  as  oversized  leather  seating,  ample  work  space,  DVD  movies,  digital  CD  music, 


:-the-art  electronics  and  business  services.  When  you  need  the  flexibility  to  maximize  every  day,  turn  to  Flight  Options, 
e  information,  call  us  today  at  877.703.2348.  We've  got  your  options. 


*  Hawker  800  approximate  purchase  price  for  J/4  share. 


F  L  I  ,G  M  T  M* 


phone:  216.797.8345  fax:  216.797.6024  www.flightoptions.com 


■ 


©  2001  Microsoft  Qorporstfor  K  rights  reserved  Microsoft  an^  ■.v-noivs  ^  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


\  company  wonders  if 
3st  night's  ground  breaking 
dea  can  be  implemented 
>efore  the  competition's. 
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i  head  to  nod,  it 


Microsoft 


iterprise  software  from  Microsoft  helps  you  implement 
>w  ideas  fast  Though  the  logic  is  clearly  faulty,  the 
rase  "it  has  to  happen  yesterday"  is  understood  by  most 
sinesspeople.  That's  why  Microsoft  gives  you  a  complete 
t  of  software  building  blocks  that  can  be  rapidly 
sembled,  reconfigured,  and  reassembled  according  to 
ur  situation.  From  mission-critical  operating  system 
ftware  like  the  Microsoft®  Windows®  2000  Server  family 
powerful  business  software  such  as  the  Microsoft.  .NET 
terprise  Server  family,  all  Microsoft  software  is  designed 
be  flexible  enough  to  help  you  quickly  meet  whatever 
5  "do  it  yesterday"  world  of  business  sends  your  way.  Visit 
crosoft.com/business  Softwa 
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The  Great  $50  Million  Art  Swindle 

When  Michel  Cohen  disappeared  in  late 
January  a  lot  of  people  in  the  art  world 
realized  they  had  been  scammed.  Em- 
ploying a  practice  that  is  common  in  his 
profession,  Cohen  was  lent  millions  of 
dollars  on  trust  by  Sotheby's  to  purchase 
art  on  its  behalf.  But  he  didn't. 

Instead,  Cohen  lost  the  money  invest- 
ing heavily  in  the  stock  and  commodities 
markets.  When  Sotheby's  demanded  its 
$9.5  million  back,  Cohen  passed  two  bad 
checks.  The  auction  house  sued  and 
Cohen  disappeared. 

News  of  the  lawsuit  caused  a  chain  re- 
action in  the  art  world  as  more  and  more 
dealers  admitted  to  having  lent  him 
money  as  well.  Because  the  art  business  is 
a  secretive  one,  with  deals  being  done  in 
backrooms  and  sealed  with  a  handshake, 
the  total  amount  that  Cohen  made  off  with  may  never  be  known,  but  esti- 
mates go  as  high  as  $50  million  or  more.  — Anthony  Haden-Guest 
Full  story  available  at  www.forbes.com/artfraud. 
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Forbes.com's  art  scandal  story  has 
been  picked  up  by  both  the  New 
York  Post  and  the  Associated  Press. 


New-Issue  Fallout 

The  1990s  turned  average  buy-and-hold  investors  into  IPO  gamblers,  se- 
duced by  the  triple-digit  gains  many  new  issues  posted  on  their  first  day  of 
trading.  Unfortunately,  one- fifth  of  shares  that  began  public  trading  in  the 
1990s  have  declined  more  than  90%  from  their  offering  prices. 

Some  of  the  biggest  dogs  should  never  have  been  sold  to  public  in- 
vestors to  begin  with.  Take  out  the  ten  hottest  new  issues  of  the  1990s — 
such  as  Cisco  Systems  and  IDS  Uniphase — and  the  median  IPO  fell  31% 
versus  a  274%  gain  for  the  S&P  500. 

Last  month's  IPO  market  was  the  slowest  lanuary  in  21  years.  The  good 
.news:  Investors  are  more  discriminating  in  a  tight  market,  forcing  underwrit- 
ers and  venture  capitalists  to  remember  the  meaning  of  "due  diligence." 
For  in-depth,  coverage  of  the  new-issue  market  of  the  1990s — including  winners,  losers, 
best  and  worst  underwriters,  and  more — see  www.forbes.com/ipo/1990s. 


New@Forbes.com 

Street  Fight:  Compaq  Computer  is  u 
60%  since  mid-December.  Is  thi 
the  time  to  buy?  Two  Wall  Street 
analysts — Kevin  McCarthy  of 
Credit  Suisse  First  Boston  and 
James  Poyner  of  CE  Unterberg 
Towbin — defend  contrasting 
opinions.  A  new  Street  Fight 
appears  each  Monday. 

Stock  Focus:  See  our  screens  and 
analysis  every  weekday  on 
undervalued  or  overvalued 
stocks  or  timely  industries. 


Departments 

GLOBAL  Ceil  Wars  Germany's  Siemen 
barely  held  a  3%  market  shar 
from  1996  to  1999  in  cell  phone: 
but  last  year  its  share  more  tha 
doubled.  This  year  Siemens  ma 
knock  out  Ericsson  as  the  world 
third-largest  handset  maker.  T 
achieve  the  15%  share  it  want: 
Siemens  must  conquer  Nort 
America  and  Asia. 

MANAGEMENT  &  TRENDS:  Blue  Skie 


Many  have  tried  to  start  a  dis 
count  airline  and  most  hav 
failed,  but  newcomer  JetBlue  i 
offering  clean,  cheap  seats  an 
on-time  performance. 
FUNDS:  Little  Star  Last  year  a  relativ 
unknown,  Colorado-based  Me 
ridian  ICON,  ranked  in  the  to 
3%  of  technology,  energy  and  fi 
nancial  sector  funds. 


Forbes.com  table  of  contents.  Visit  this  site  at  www.forbes.com/contents  or  use  your  :CueCat  device  on 
the  cue  code  (right)  to  take  yoi    ere  instantly. 
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SIDE  LINES 


Attack  of  the  Flowerpot  Lobbyists  it  has  been  g 

years  since  our  ancestors  were  first  exposed  to  that  wonderfy 
document,  the  Form  1040.  It  was  all  of  four  pages  long,  in| 
eluding  instructions. 

Paying  income  taxes  has  never  been  a  popular  sport,  bu 
at  least  we  paid  them,  most  of  the  time,  more  or  less  volun 
tarily.  No  more.  Our  revenue  system  is  on  the  verge  of  a  ner 
vous  collapse.  We  may  be  about  to  enter  an  era  when  every 
body  cheats. 

Part  of  the  reason,  as  Janet  Novack  relates  in  her  chillin 
cover  story  on  page  122,  is  that  Congress,  overreacting  t« 

sporadic  cases  of  IR 
abuses,  defanged  ano 
demoralized  th> 
agency  in  1998.  Thi 
bigger  problem  is  ; 
psychological  one 
The  law  gets  no  rei 
spect.  Why  be  ashamed  of  fudging  when  the  tax  code  is  suci 
an  unholy  mess?  It  is  choked  with  giveaways,  gimmies 
gotchas,  phase-ins,  phase-outs,  floors,  ceilings,  exemptions 
exclusions,  clawbacks,  backdoor  tax  increases,  grandfathe: 
clauses  and  handouts  to  special-interest  lobbyists. 

Flip  open  your  15,100-page  tax  code  and  regulations  tc 
Section  613,  on  depletion  allowances.  You  knew  that  oil  fa 
cats  get  depletion  allowances.  Bet  you  didn't  know  that  peo 
pie  who  mine  clay  for  flowerpots  get  their  own  little  5%  de- 
pletion allowance.  Read  between  the  lines  and  you  can  set 
evidence  of  some  titanic  lobbying  battle  that  took  place  oni 
day  in  Washington,  in  which  the  flowerpot  people  did  no 
do  as  well  as  others.  The  sewer-pipe  fat  cats  must  have  mads 
bigger  campaign  contributions.  The  depletion  allowance 
shoots  up  to  7M%  on  clay  used  to  make  sewer  pipe. 

It's  going  to  get  worse.  That  single  line  on  the  origina 
Form  1040  for  "general  deductions"  has  blossomed  into  a 
complex  hierarchy  of  deductibility,  with  each  tier  of  deduc- 
tions differing  from  the  tier  above  and  the  tier  below  in  jusi 
how  much  of  them  can  be  subtracted  from  taxable  income 
and  when.  And  now  President  Bush  has  proposed  adding  yel 
another  tier,  a  new  kind  of  superdeduction  for  charitable  do- 
nations. I  have  to  assume  that  his  intentions  are  a  lot  more 
honorable  than  those  of  the  crafty  sewer-pipe  lobbyists,  bul 
the  effects  will  be  much  the  same:  more  complexity,  more 
disrespect,  more  fudging. 
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READERS.  .SAY 


Capitol  Hill  Comment 

I  wanted  to  comment  briefly  on 
"Here  We  Go  Again"  (Jan.  22, 
p.  102).  The  article  highlighted  vari- 
ous abuses  within  the  Section  29 
synfuel  tax  credit  program.  The  au- 
thor's account  was  generally  on 
point — the  program  has  been  rife 
with  waste  and  abuse. 

As  a  Member  of  the  House  Ways 
and  Means  Committee,  I  have  mon- 
itored the  program's  excesses  closely 
in  the  last  year.  In  July  of  last  year,  I 
sent  a  letter — along  with  Congress- 
man Rick  Boucher  and  Congress- 
woman  Barbara  Cubin — urging  the 
Treasury  Department  to  more  care- 
fully administer  the  tax  credit,  in  a 
manner  consistent  with  the  purpose 
of  the  legislation  that  authorized  it. 
The  letter  served  notice  that  the  time 
has  come  for  the  federal  government 
to  begin  cracking  down  on  those 
businesses  that  have  inappropriately 
used  the  credit  to  fatten  their  bottom 
line  at  the  expense  of  taxpayers.  The 
Treasury  Department  is  now  look- 
ing into  the  matter.  It's  my  hope  that 
the  Treasury  will  quickly  issue  new 
guidelines  to  curb  exactly  the  kind 
of  abuses  outlined  in  your  story. 

SCOTT  MCINNIS 
U.S.  Congressman 
Grand  Junction,  Colo. 

Off  the  Mark  with  Annuities 

"Annuity  Gratuity"  (Feb.  19,  p.  110) 
seems  more  theatrical  than  accurate.  I 
have  marketed  variable  annuities  for 
several  years  and  find  that  your  claims 
are  off  base  and  sensationalist. 

Not  all  variable  annuities  carry 
high  fees.  The  tax  status  of  variable 
annuities  is  similar  to  our  much 
beloved  IRAs,  except  that  in  many 
cases  distributions  are  not  manda- 
tory. The  investor  is  furthermore  not 
burdened  with  the  annual  capital 
gains  nightmare  inherent  in  mutual 
funds  with  high  turnover  rates. 

My  firm  never  advocates  trans- 
ferring assets  from  another  annuity 
in  its  surrender  period.  This  article 


MUTUAL  FUND  RATINGS  BEST  BUYS 


CAN  A 

STUNNING  ".  .  -j 

NEW  CANCER 
P^U  REVIVE  *^ 


v3 


A  Bit  of  Sarcasm 

In  "Reviving  Novartis"  (Feb.  5, 
p.  90)  I  learned  that  Novartis' 
efforts  to  pinpoint  "key  genes 
involved  in  cancer,  heart  dis- 
ease, diabetes  and  other  mal- 
adies" involve  an  investment  of 
$250  million  over  ten  years. 
Wow!  That  is  as  much  as  the 
Texas  Rangers  reportedly  are 
going  to  pay  their  newly  signed 
shortstop  to  play  baseball  over 
the  same  period. 

WILLIAM  F.  STAATS 
Baton  Rouge,  La. 


blatantly  insults  the  intelligence 
today's  investor  who  has  access  to ; 
avalanche  of  information.  To  s 
"don't  buy  any  annuity"  is  akin 
saying  never  dine  out  for  fear  of 
bad  meal. 

DAVID  MOOI 
Tucson,  Ar 

Big  House  News 

As  one  of  the  white-collar  crimim 
you  describe  in  "Club  Fed"  (Feb. 
p.  206)  and  especially  since  I'm  i: 
carcerated  at  Allenwood,  which  yc 
described  as  "the  nastiest  place  foi 
federal  nonviolent  criminal  to  1 
sent,"  I  felt  it  appropriate  to  write 
While  I  must  admit  I  hate  beii 
labeled  not  only  a  "criminal"  but  al 
a  "felon"  as  a  result  of  having  con 
mitted  a  victimless  crime  that  in  mc 
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ANYWHERE. 

Introducing  the  Compaq  MP2800  Microportable  Projector.  At  just  2.5"  wide,  it's 
the  smallest  in  the  world.  The  tiny  size,  however,  hasn't  come  at  the  expense  of 
performance  or  features.  The  MP2800  has  an  all-digital  display  and  900  lumens 
of  brightness  so  your  presentations  are  always  vivid,  clear,  and  above  all 
memorable.  And  by  the  way,  it's  just  three  pounds.  The  MP2800  Microportable 


Projector.  It's  technology  that  frees  you  to  move,  and  move  people.  To  learn  more 
about  the  Compaq  MP2800  (also  available  bundled  with  Compaq  Armada  note- 
books), call  1-800-AT-COMPAQ  or  visit  compaq.com/products/projectors. 
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www.flexjet.com 


SDUMDJXAC1UJMESAME 
OVER  A  SPEAKERPHONE 


Some  things  just  can't  be  communicated  over 
fiber  optic  cable.  A  Learjet®  or  Challenger® 
business  jet  from  Flexjet  enables  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction  that  moves  business  forward.  We 
offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So  while 
there  may  be  other  options  to  Flexjet, 
can  only  be  one  choice.  Flexjet.  For  more 
information  on  the  many  affordable  benefits 
of  fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  to 
detail,  call  1-800-FLEXJET. 


flexje: 

we  build  the  aircraft 


READERS  SAY 


countries  would  warrant  a  slap  on  the 
wrist,  I  should  tell  you  that  I  almost  ap- 
preciate our  government  giving  me  a 
vacation  that  I  really  needed — food 
and  shelter  while  I  write  my  book  and 
meet  some  1,300  men  from  more  than 
80  countries.  I've  learned  to  be  profi- 
cient in  Spanish  and  French  and  have 
made  polite  conversation  in  Mandarin 
and  Vietnamese,  among  other  lan- 
guages. That  could  come  in  handy 
when  I  return  to  Penn  State  in  2003  to 
complete  my  Ph.D.  studies.  I  also  plan 
to  resurrect  my  dot-com  company.  I 
made  copies — at  15  cents  apiece — and 
handed  them  out  to  four  of  my  fellow 
inmates.  I  hope  I'm  not  exposing  my- 
self to  any  copyright  litigation. 

ROBERT  BYRON  BLAKESLEE 
Allenwood  Correctional  Institute 
White  Deer,  Pa. 

Buil's-eye 

"Guessing  Game"  (Feb.  5,  p.  60)  misses 
the  point  of  estimates.  The  average  of 
the  estimates  FORBES  presents  is  $13.40, 
nearly  the  measured  fourth-quarter  e- 
commerce  retail  sales  of  $13.20.  All  but 
the  highest  and  lowest  estimates  are 
within  the  first  standard  deviation. 
What  would  have  been  surprising 
would  have  been  if  either  the  high  or 
low  estimate  had  been  correct.  There  is 
some  usefulness  in  your  analogy  to  toss- 
ing darts — presumably  a  sober  thrower 
clusters  his  darts  around  the  bull's-eye 
much  as  the  group  of  analysts  did.  I 
suggest  you  track  the  group  of  analysts 
for  a  few  quarters;  with  this  kind  of  ac- 
curacy I  should  be  in  the  money. 

STEVEN  D.  SHERIFF 
Missoula,  Mont. 

Minor  Accounting  Problem 

In  our  annual  survey  of  America's  500 
biggest  private  companies  (Nov.  27, 
2000),  a  table  on  page  180  incorrectly 
stated  the  revenues  for  New  York  Life 
Insurance.  After  including  a  sub- 
sidiary, the  total  revenues  are  over  $15 
billion,  up  from  the  $9.6  billion  we 
printed. 


Send  e-mail  to  readers@forbes.com. 
Letters  will  be  edited.  Please  include 
address  and  phone  number. 


There  is  no  crying  at 
The  Forbes  Challenge. 
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of  the  latest  e-commerce  products  and  services.  When  the  chips  are  on  the  table, 
eLink  2001  is  the  event  you  can't  afford  to  miss.  Visit  www.elinkconference.com  today. 
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JDEDWARDS 


BECOME 

ARCHITECT 
OF 

FREEDOM. 

The  writing's  on  the  wall.  Collaboration  is  the  key  to  profitability  in  the  New  Economy  Enterprises  must 
share  information  and  processes  with  the  outside  world.  It's  time  to  harness  the  power  of  your  partners,  vendors, 
customers  and  employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  truly 
collaborate,  you  need  freedom  of  choice.  That's  what  we  offer  at  I  D  Edwards.  We  provide  the  only  enterprise-wide 
foundation  that  gives  you  the  freedom  to  choose  the  best  solutions.  So  you  can  run  with  any  idea  Connect  with 
any  business  partner  Plug  in  any  application  And  transform  enterprise  software  from  a  constraining  liability  into 
a  liberating  asset.  Isn't  freedom  amazing?  To  collaborate  and  thrive,  visit  www.jdedwards.com/freedom. 
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A  receptive  ear?  Treasury 
Secretary  Paul  O'Neill. 


< 


A  Taxing  Decision  on  High 

►  Life  insurance  lobbyists  are  begging  new  U.S.  Treasury 
Secretary  Paul  H.  O'Neill  to  ice  a  last-minute  Clinton  regime 
proposal  to  boost  taxes  on  split-dollar  insurance.  This  is  a  tax- 
avoidance  fringe  benefit  popular  with  corporate  executives. 
As  it  turns  out,  O'Neill  himself  has  had  such  a  sweet  deal  for 
his  heirs  since  1988  from  his  days  heading  Alcoa,  which  paid 
upwards  of  $100,000  a  year  in  premiums.  Last  year  O'Neill 
reported  getting  between  $100,000  and  $1  million  in  policy 
dividends.  No  comment  from  O'Neill.  — Ashlea  Ebeling 

Put  This  Match  on  Pay-Per-View 

►  Paul  Kagan,  head  of  media-research  company  Kagan  World 
Media,  Carmel,  Calif.,  has  long  drawn  ethical  criticism  for, 
among  other  things,  letting  analysts  invest  in  the  companies 
they  cover  for  his  38  industry  newsletters.  But  then  he  sold 
the  firm  to  New  York-based  Primedia.  Now,  thanks  to  another 

Three  Honus  Wagners  for  a  Dollar 


Primedia  deal,  Kagan's  new  boss  is  Steven  Bri 
the  squeaky-clean  founder  of  media  watc 
dog  Brill's  Content.  "The  issue  is  an  issue, 
says  cryptically.  "But  it's  one  of  a  lot  of  di 
ferent  issues  we're  working  through.' 
word  from  Kagan.      — Dorothy  Pomeran 

It  Didn't  Pass  the  Smell  Tes 

►  Last  year  a  federal  appeals  court  told  Breai 
Asure  Inc.,  Westlake  Village,  Calif.,  to  stop  usir 
the  corporate  name  on  its  flagship  breat 
freshener  pills.  The  panel  agreed  with  riv 
Warner-Lambert  Co.'s  widely  publicized  charg 
they  simply  don't  work  as  claimed.  Efforts  I 
push  a  new  name — Mint  Asure — apparent 
did  not  go  fast  enough.  Breath  Asure  is  now  i 
Chapter  1 1  bankruptcy.       — Tomas  Kellru 

Once  Upon  a  Midnight  Dreary ... 

►  The  Super  Bowl  champion  Baltimore  Ravens  are  doing 
whole  lot  better  than  PSINet  Inc.,  which  in  1999  agreed  to  pa 
$100  million  over  20  years  to  put  its  name  on  the  Raven 
home  field  and  for  other  tie-ins.  After  a  staggering  $1.4  billiot 
quarterly  loss,  shares  of  the  Internet  access  provider  now  trad 
at  $1.82 — down  97%  in  a  year.  That  makes  the  company 
market  value  only  three  times  the  cost  of  the  deal.       — T.B 

No  Wonder  So  Many  Planes  are  Late 

►  The  U.S.  map  in  the  North  America  edition  of  the  month] 
0AG  Pocket  Flight  Guide — the  frequent-flyer's  bible — is  a  little  of 
Among  the  many  errors:  Syracuse,  N.Y.  is  located  northeast  c 
Lake  Ontario.  Philadelphia  is  part  of  New  Jersey.  Washingtor 
D.C.  sits  way  west  of  the  Potomac.  Norfolk,  Va.,  is  70  miles  in 
land.  San  Antonio,  Tex.  is  closer  to  Houston  than  Austin.  Indi 
anapolis  straddles  the  line  dividing  the  Eastern  and  Centre 
time  zones.  The  Reed  Elsevier  book  vows  a  quick  fix.  — W.P.I 


Some  inexpensively  made  items  have  achieved  high  value  as  collectibles  because  of 
their  rarity,  caused  primarily  by  the  passage  of  time.  Here's  a  sampling.         — T.K. 


OBJECT 

U.S.  siiver  dollar  dated  !804 
Honus  Wagner  baseball  card 
U.S.  "Z  Grill"  one-cent  stamp 
U.S.  Treasury  $20  gold  certificate 
Gaumont  &  Detneny  movie  camera 
Standard  Oil  original  stock  certificate 
Recalled  Bci-  t  ajbum 

Sources:  Collectors  Universe;  Sotheby's. 


YEAR 
MADE 

1835 

1911 

1870 

1863 
1897 
1871 
1966 


HOW  MANY 
STILL  EXIST 

15 

50 

HHI 

6 
10 

9 
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-RECENT  SALE- 
PRICE 


DATE 

8/99 

7/00 
10/98 
6/00 
9/00 
1/00 
8/99 


$4,140,000 

1,260,000 
935,000 
520,000 
137,000 
130,000 
38,500 


TfeBcatte 
Jtesterday 
Andlbrjay 


Gone  but  not  forgotten. 
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Sitting  pretty. 

Access  to  500  lounges  worldwide  is  just  one  of  the  advantages  enjoyed  by 
Star  Alliance™  Gold  members.  If  you  would  like  to  become  a  Gold  member, 
or  simply  learn  more  about  Star  Alliance,  visit  us  at  www.staralliance.com. 
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AUGUST  9,  1999 

Smokin' 

PHILIP  MORRIS  HAS  EXCEEDED  EVEN 
our  high  expectations.  Its  brand  power 
and  marketing  strength  drove  double- 
digit  growth  in  net  income  last  year  and 
saw  its  stock  double  to  $46  while  the  rest 
of  the  Dow  Jones  industrial  slumped. 
Since  our  story,  its  cigarette  share  has 
grown  one  point  to  50%,  although  the 
overall  domestic  market  continues  to 
shrink  and  lawsuits  abound.  At  the  same 
time,  Philip  Morris  strengthened  its  Kraft 
Foods  division,  purchasing  Nabisco  in 
December  for  $19  billion.  A  partial  spin- 
off of  Kraft  is  set  for  this  year. 

— Brendan  Coffey 

SEPTEMBER  18,  2000 

Cruise  to  Nowhere 

IN  EARLY  FEBRUARY  KONSTANTINOS 
(Gus)  Boulis,  the  subject  of  a  recent 
FORBES  profile,  was  executed  gangland- 
style  while  driving  his  BMW  in  Fort 
Lauderdale.  Police  don't  yet  know 
whether  the  murder  was  business  re- 
lated, but  the  Greek  immigrant  ap- 
peared to  be  getting  out  of  the  prof- 
itable casino  boat  operation  we 
described  in  our  story.  Shortly  after  our 
piece  ran,  Boulis  sold  his  company  to  a 


group  of  investors  that  included  Jack 
Abramoff,  a  top  Washington  lobbyist, 
and  Adam  Kidan,  founder  of  Washing- 
ton, DCs  Dial-A-Mattress.  The  deal 
was  not  going  smoothly.  After  Boulis  al- 
legedly threatened  to  kill  Kidan,  jump- 
ing over  a  desk  and  throwing  punches, 
Kidan,  who  already  had  bodyguard 
protection,  filed  a  restraining  order. 

— Michael  Freedman 

OCTOBER  16, 2000 

Image  Adjustment 

A  FEW  MONTHS  AGO  WE  WROTE  THAT 
Getty  Images  seemed  to  be  manipulat- 
ing its  numbers  to  boost  its  stock  price, 
then  at  $33.  After  our  story  hit  the 
stands,  Getty  shares  dropped  to  $21, 
still  almost  twice  what  they  should  be 
by  our  calculations.  In  February  the 


Seattle-based  stock  photo  company  r 
vealed  it  had  missed  fourth-quart 
2000  earnings-per-share  estimates  an 
posted  $169  million  in  net  losses  f 
2000.  The  stock  was  at  a  recent  $27. 

— Elizabeth  MacDona 

JANUARY  8,  2001 

Timing  is  Everything 

TOSCO  CORP.  CHAIRMAN  THOMj 
O'Malley  showed  a  trader's  instinct  f< 
finding  the  bottom  of  a  business  eye 
when  he  bought  a  string  of  refineri 
in  the  1990s.  Now  he's  selling  out 
Phillips  Petroleum  for  $7  billion.  D 
the  former  Salomon  Brothers  oil  trad 
spot  the  top  of  his  own  market?  For  tl 
record,  O'Malley  says  he'll  hold  on 
his  Phillips  stock  long  term. 

— Daniel  Fish 


FLASHBACKS 


80  YEARS  AGO  IN  FORBES/JANUARY  22,  1921 

Tobacco  Rogues  Prices  of  cigars  and  to- 
bacco were  never  before  so  excessively  high  as  they  are  today. 
Yet  the  buyers  representing  the  largest  manufacturers  are  re- 
fusing to  pay  tobacco  growers  anything  better  than  prices 
which  are  declared  to  be  insultingly  ridiculous.  The  unhappy 
truth  is  that  several  of  the  most  powerful  tobacco  leaders  are 
men  of  none  too  admirable  a  type.  They  are  a  callous,  hard- 
hearted, mercenary,  money-grabbing  lot,  given  to  questionable 
operations  to  line  their  pockets. 

50  YEARS  AGO  IN  FORBES/FEBRUARY  15,  1951 

The  Proof  Is  in  the  Puncture  To  demonstrate  Firestone  Tire  and  Rubb 

Company's  "revolutionary  new  blowout-safe,  puncture-proof,  tubeless  tire"  at  the  Indianapolis  Speedwj 
Wilbur  Shaw,  three-time  winner  of  the  Indianapolis  500-mile  race,  casually  climbed  into  a  1951  black  Bui 
Roadmaster,  whose  left  front  tire  had  been  deliberately  damaged  to  blow  out.  Somewhere,  on  the  third  la 
the  weakened  tire  gave  out,  emitted  a  refined  pop,  and  the  actual  test  had  begun.  The  test  was  successl 
because  nothing  happened.  Shaw  raced  smoothly  on  at  a  sluggish  75  miles  per  hour.  The  inside  of  Fir 
stone's  new  tire  is  coated  with  a  Sealant  compound.  In  case  of  puncture,  the  soft,  pliable  rubber  within  tl 
tire  flows  around  the  break,  automatically  stopping  loss  of  air. 

30  YEARS  AGO  IN  FORBES/DECEMBER  15,  1971 

Brand  New  Sears  Taking  advantage  of  the  unparalleled  distribution  network  that  maki 
it  accessible  to  every  American  shopper,  Sears,  Roebuck  &  Co.  is  out  to  establish  its  house  brands  on  a  p 
with  national  brands  established  by  their  manufacturers.  Of  course,  Sears  has  for  decades  had  a  spread 
house  brands— for  example,  Kenmore,  Coldspot,  Allstate  and  Craftsman— in  addition  to  the  national  brani 
it  carried.  What  is  new  is  this:  Sears  is  starting  to  turn  its  house  brands  into  name  brands,  its  househo 
items  into  household  words.  Instead  of,  in  effect,  spending  its  advertising  dollars  to  promote  Sears'  store 
it  is  now  using  the  money  to  promote  Sears'  products. 

Sears  now  spends  more  than  $1  billion  a  year  on  ads  for  both  its  stores  and  its  brands. 
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FORDABLE  COLOR  COPIERS 


The  Toshiba  FC22  color  copier  boasts  our  exclusive  Color  Inline  Printing  System, 
which  makes  it  the  fastest,  smallest  and  most  affordable  copier  in  its  class.  Delivering  an 
unprecedented  9600x600  dpi  color  resolution,  this  champ  comes  network-capable  so  you  can 
print  remotely  and  color  scan  on  the  fly.  In  short,  it's  a  whole  lot  of  copier  for  very  little  coin. 
For  more  information  on  our  copiers,  fax  machines  and  printers  visit  copiers.toshiba.com. 
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Cui  Bono? 


In  continuing  to  feather  the  nests  of  old-line 
academe,  traditional  philanthropists  may  be 
missing  a  chance  to  change  the  world. 

WILLIAM  F.  WELD 

PARTNER,  LEEDS  WELD  &  CO.  AND  FORMER 
GOVERNOR  OF  MASSACHUSETTS 

In  the  past  dozen  years  monopolies  and  bureaucracies  and 
barriers  have  been  shattered  right  and  left.  Choice  and  com- 
petition are  the  order  of  the  new  day. 

Consider  how  this  new  world  order  has  transformed  the 
practice  known  as  philan- 
thropy. The  word,  in  ancient 
Greek,  means  "love  for 
one's  fellow  man."  How 
best  to  express  love  for  one's 
fellow  man?  You  could  do 
worse  than  to  heed  the 
British  utilitarian  Jeremy 
Bentham:  Produce  the 
greatest  good  for  the  great- 
est number.  Bentham  was 
so  sure  he  had  everything 
figured  out  that  he  had  his 
body  preserved  and  dis- 
played in  a  glass  case  after 
his  death,  as  a  guide  to  fu- 
ture generations. 

To  achieve  the  greatest 
good  for  the  greatest 
number,  you're  not  going 
to  pour  money  into  the 
large  bureaucratic  institu- 
tions of  the  past.  You  will 
target  your  philanthropic  dollar,  either  to  produce  a  bet- 
ter mousetrap  to  benefit  all  your  fellow  men,  or  else  to 
create  pressures  for  systemic  change  that  will  benefit 
many  people.  You  want  to  teach  people  how  to  fish,  not 
give  them  a  fish. 

This  is  well  understood  by  a  new  breed  of  "venture 
philanthropists"— people  like  Eli  Broad,  who  is  funding 
training  for  public  school  staff,  and  Ted  Forstmann,  who  is 
buying  poor  kids  a  ticket  out  of  failed  public  schools.  These 
folks  are  interested  in  reforming  and  reconstituting  our 
systems  of  education  through  philanthropy.  They  under- 
stand that  the  best  money  is  smart  money,  money  that 
casts  a  shadow,  money  that  moves  things  around  and 
makes  things  happen. 


How  many  schools  are  raising  salaries  for  their  top 
administrators  and  tenured  faculty?  Is  that  where 
the  money  is  going? 


Bill  Gates  gets  this.  Note  that  his  money  is  going  not  t 
the  university  he  briefly  attended  but  to  institutions  that  wj 
have  a  discernible  impact  on  world  health.  At  Harvard  th 
money  might  make  life  better  for  professors  who  are  alread 
comfortable  or  students  who  are  likely  to  become  so.  I: 
Africa  and  Asia  the  Gates  billions  may  prevent  or  cue 
blindness. 

You  could  give  money  to  the  symphony  orchestra  an 
get  a  tax  deduction.  Very  Establishment.  But,  according  t 
a  recent  issue  of  FORBES,  the  conductor  may  already  b 
pulling  down  a  seven-figure  salary.  Does  he  need  you 
assistance? 

Against  this  backdrop  let's  examine  the  list  c 
beneficiaries  of  the  top  60  donors  of  2000,  according  to  th 
Chronicle  of  Philanthropy.  Included,  with  gifts  ranging  from  $1 
million  to  $100  million,  are  about  40  old-line  schools  and  uni 

 !    versities.  Near  the  top  is  th 

granddaddy  of  them  all,  Har 
vard  University.  But  there  i 
also  Mercersburg  Academy  ij 
Pennsylvania,  with  two  o 
these  big  gifts  (hire  that  de 
velopment  director!). 

I've  got  a  few  questions. 
How  many  of  thes 
places  are  cutting  tuition  fo 
their  freshmen?  How  man 
are  raising  it? 

How  many  are  cuttin 
salaries  for  their  top  ad 
ministrators  and  tenurei 
faculty?  How  many  are  rais 
ing  them?  Is  that  where  th 
money  is  going?  Are  thes 
the  sorriest,  neediest  peopl 
we  know? 

Can  this  possibly  be  th 
way  to  achieve  the  greates 
good  for  the  greatest  number 
Harvard  has  a  $19  billion  endowment.  When  I  was  ther 
it  had  1,216  freshmen,  none  with  scurvy  or  rickets  or  Africai 
river  blindness. 

I  don't  mean  to  press  the  point  too  far.  Strong  and  well 
funded  private  institutions  are  a  bulwark  against  governmen 
power. 

But  how  many  people  are  benefited,  how  dramatically 
and  with  what  degree  of  certainty,  if  I  put  my  name  on  a  dor 
mitory  or  a  library  or  a  boathouse?  Isn't  the  chief  beneficiar 
the  fellow  in  the  mirror?  Pity  that  Jeremy  Bentham,  despit 
his  not  inconsiderable  personal  precautions,  has  finall; 
passed  from  the  scene. 

Now  if  you'll  excuse  me,  I  have  to  run.  I've  got  a  fundrais 
ing  planning  session  for  my  Harvard  35th  reunion.  I 
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Funds  from 
this  company 
are  available 
through 
FundsNetwork. 


FIDELITY  INVESTMENTS 


NETWORK 


FundsNetwork  is  a 
service  of  Fidelity 
Brokerage  Services  LLC 
(FBS),  Member  NYSE, 
SIPC.  FBS  may  receive 
remuneration  for  providing 
certain  recordkeeping  and 
shareholder  services  to  the 
fund  family.  FBS  does  not 
recommend  or  endorse 
any  particular  mutual  fund. 


Fidelity 


How  Does  PBHG  Define  Value? 


Val'Ue  Vval  yii\  n.  Abbr.  val. 

1  :  A  fair  price  or  return  2  :  Precise  meaning  or  import, 
as  of  a  word 

3  :  At  PBHG,  our  unique  approach  to 

value  investing  seeks  quality 

companies  with  attractive  valuations, 

not  just  companies  that  are  "on  sale." 

Our  approach  insists  on  strong  near-term 

business  dynamics  and  long-term 

growth  prospects  and  the  presence  of  a 

catalyst  likely  to  help  a  company  realize 

what  we  believe  is  its  true  value. 
Synonyms:  See  below 


Average  Annual  Returns  as  of  12/31/00 


PBHG 
Value 
Funds 


1  -year 

3 -year 

Since 
Inception 

PBHG  Small 
Cap  Value 

32.87% 

16.82% 

25.71% 

(4/30/97) 

PBHG  Mid-Cap 
Value 

26.17% 

25.22% 

32.06% 

(4/30/97) 

PBHG  Large 
Cap  Value 

23.97% 

22.87% 

23.53% 

(12/31/96) 

PBHG  Focused 
Value 

24.81% 

N/A 

38.49% 

(2/12/99) 

For  additional  information,  call: 


1-800-496-8724 


The  performance  data  quoted  represents  past  performance  and  is  not  indicative  of  future  results.  The  performance  data 
assumes  the  reinvestment  of  all  distributions.  The  investment  return  and  principal  value  of  an  investment  in  the  PBHG 
Funds  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The 

performance  figures  quoted  may  be  lower  at  this  time  due  to  recent  market  volatility.  Securities  of  smaller  capitalization 
companies  involve  greater  risk  and  price  volatility  than  larger,  more  established  companies.  Funds  that  concentrate 
investments  in  a  limited  number  of  securities  may  involve  greater  risk  and  more  price  volatility  than  more  diversified  funds. 
For  more  complete  information,  including  information  on  charges  and  expenses,  call  for  a  free  prospectus.  Read 
it  carefully  prior  to  investing  or  sending  money. 


www.pbhgfunds.com 


Distributor:  SEI  Investments  Distribution  Co.  Oaks,  PA 


PBHG 


6c  -  l^nr^^is^j^.  Cfhifyft 


The  Acurt  5RL.  Have  a  heart.  Not  everyone  gets  to  drive  a  car  this  nice.  So  try  not  to  gloat  aba 
your  Aeura/Bosc  System  with  6-disc  CD  changer  or  automatic  climate  control.  And  bragging  about  yo\ 


Aran  did  3.5RL  are  trademarks  of  Hon<j  :  c\, .  Ud.  8ose«  is  a  registered  trademark  of  Bos*  Corporali.m.  Make  an  intelligent  decision.  Fasten  vour  seat  bell.  C  2000  Actus  Division  of  American  Honda  Motor 


ar  3.5-liter  V-6  engine  or  sophisticated  Vehicle  Stability  Assist  system  won't  win  you  any  points 
Remember,  on  occasion,  moan  and  groan  with  everybody  else.  It's  good  management. 

For  more  information,  call  1-800-TO-ACURA  or  take  a  trip  to  antra. com. 


OD  NEWS 

YOU  CAN  TRACK  PACKAGES  WITHOUT  LEAVING  THE  MEETING. 

BAD  NEWS 

YOU'D  REALLY  LIKE  TO  LEAVE  THE  MEETING. 


r  UPSfraiki.ij 

Status:  Delfvereil 
OelKmed  On:  Frt5.E001 . 
flddrKS:  t'n  brov?.Vl  < 
Sunedbu:  tldfik  K 


Main 


mobile.  Accessing  crucial  shipping  information  no  longer 

means  being  chained  to  your  PC.  Our  wireless  technology  lets  you  track 
packages  from  just  about  anywhere  using  a  text-messaging  or  Web-enabled 

ess  phone,  pager,  or  PDA.  Add  the  ability  to  calculate  shipping  costs, 
confirm  transit  times,  and  find  the  nearest  drop-off  location,  and  UPS  puts 

;rful  business  tools  in  the  palm  of  your  hand.  So  you'll  be  free  to  get 
up  and  move  around.  W  hen  the  meeting's  over,  that  is.  Visit  ups.com/wireless 


MOVING  at  the  SPEED  of  BUSIN 


ACT  AND  COMMENT 


y  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding" 


\  m 


THE  MOST  POTENT  CUT  OF  ALL 


NKS  TO  A  TROUBLED  ECONOMY  AND  TO  GEORGE  W. 
l's  superb  presidential  leadership,  the  environment  is 
for  major  tax  reduction.  The  most  significant  cut  Con- 
>  could  enact  to  pull  up  the  economy  short-term  and 
is  in  capital  gains.  Senate  Majority  Leader  Trent  Lott  fa- 
adding  such  a  cut  to  the  Administration's  package,  as 
influential  GOP  Representative  David  Dreier. 
tisk-taking  is  what  makes  a  higher  standard  of  living  pos- 
.  Inventions  and  technological  breakthroughs — and  their 
equent  application  to  the  providing  of  better  or  new  ser- 
;  and  products — are  the  indispensable  ingredients  for 
omic  progress.  The  1978  cut  in  the  capital  gains  tax  from 
ximum  of  nearly  50%  to  28%  turbocharged  the  extraor- 
ry  era  we  now  label  as  high  tech  in  the  information  age. 
1997  reduction  to  20%  gave  new  life  to  the  drooping 
c  market.  Higher  markets  lead  to  greater  prosperity, 
"he  nice  thing  about  such  a  cut  is  that  it  generates  higher 
rnment  revenues  instantly.  Look  at  the  receipts  after  the 
ctions  of  1978,  1981  and  1997 — all  up  beyond  expecta- 


tions. A  lower  levy  on  capital  gains  not  only  reduces  the  price 
of  risk-taking  but  also  stimulates  cash  flow  and  the  realloca- 
tion of  existing  capital  to  better  opportunities.  There  is  more 
than  $15  trillion  in  unrealized  capital  gains  appreciation. 

The  dot-com  bust  shouldn't  blind  us  to  the  amazing  ad- 
vances coming — the  blasting  away  of  barriers  to  get  a  billion- 
plus  bits  of  information  per  second  streaming  into  our  homes 
and  offices,  obliterating  the  traditional  distinctions  between 
television,  radio,  telephone  and  cable.  Other  areas  such  as 
biotechnology  and  neurology  are  poised  to  give  us  break- 
throughs in  growing  foods  and  fighting  diseases. 

Rewarding  risk-taking  also  means  that  more  people  of  mod- 
est means  will  take  the  plunge  and  start  their  own  businesses. 

Politics?  About  50%  of  American  households  now  have  a 
stake  in  equities,  up  from  13%  in  1980.  A  cut  in  the  capital  gains 
tax  is  a  winner  fiscally,  economically  and  politically.  Other  positive 
add-ons  include  eliminating  the  alternative  minimum  tax  and 
the  phase-out  of  deductions  as  one's  income  increases  (which 
particularly  slams  the  middle-class)  and  liberalizing  Roth  IRAs. 


TAKE  THAT! 


NUARY  THE  EUROPEAN  COMMISSION  RAPPED  IRELAND'S 
:kles.  The  Emerald  Isle's  sin:  planning  another  round  of 
:uts.  Ireland  has  previously  incurred  Brussels'  scorn  for 
w-tax  regime.  True,  Germany  and  France  are  engaged  in 
e  of  their  own  tax  cutting,  thanks  to  their  less-than-stel- 
conomies  and  their  paltry  participation  in  high  technol- 
But  they  and  most  other  EU  countries  don't  like  the  idea 
at  all,  so  they  vent  their  spleen  by  picking  on  Dublin. 
Vhat  makes  Ireland's  tax  "sins"  truly  unforgivable  is  that  the 
are  working.  Ireland's  unemployment  rate  is  lower  than 


ours.  Its  budget  surplus  is  proportionately  higher,  and  its  growth 
rate  is  10.7%.  Indeed,  revenues  are  pouring  in  at  such  a  rate  that 
Dublin  is  embarking  on  a  major  spending  program  to  improve 
the  country's  road  system  and  is  paying  down  its  national  debt. 

The  European  Commission's  periodic  anti-Irish  eruptions 
underscore  the  reason  the  Bush  Administration  should  seriously 
consider  extending  NAFTA  to  the  Emerald  Isle  and  Britain.  Such 
a  move  would  send  a  loud  message  to  the  EU  that  we  fervendy 
support  economic  liberalization — not  a  statist,  high-tax,  pro-gov- 
ernment, anti-entrepreneurial,  bureaucratically  driven  regime. 


DON'T  USE  FUDGED  FIGURES 


I  MONTH  THE  CENSUS  BUREAU 
release  the  population  figures  for 
ities,  towns  and  cities.  (It  unveiled 
-by- state  totals  in  late  December.) 
agency  will  also  hand  out  a  par- 
set  of  population  numbers,  based 
)n  the  actual  count  of  people  but 
method  called  statistical  sam- 
l,  which  purportedly  overcomes 
problem  of  undercounting.  Sta- 
;al  sampling  is  another  term  for 


Census  takers  tracked  us  down  as  never  before. 


"sophisticated  guessing." 

The  Clinton  Administration 
wanted  to  use  statistical  sampling  for 
the  actual  enumeration  on  which  ap- 
portionment of  congressional  seats  is 
determined.  The  Supreme  Court 
wisely  quashed  that  effort  in  1999 
(the  Constitution  is  rather  explicit  on 
the  census).  However,  the  justices  si- 
multaneously opened  up  the  possibil- 
ity of  using  these  adjusted  figures  for 


FORBES"  March  5,  2001  39 


t  A  £J_A  J*  D L  JLJLM JVLL_N_J_ 

redistricting  within  states,  which  is  the  drawing  of  bound- 
aries for  congressional  and  other  legislative  districts,  and  for 
the  distribution  of  federal  money  to  states. 

Since  big  bundles  of  money  and  possible  control  of  Con- 
gress and  state  legislatures  will  depend  on  these  sampled 
numbers,  it's  not  hard  to  imagine  all  the  rigging  and  manip- 
ulating they  will  undergo.  It  will  make  the  counting  of  ballot 


chads  in  Florida  look  precise  and  scientific.  Anyway,  the  fac 
that  the  national  population  figure  is  far  above  estimate 
demonstrates  that  the  Census  Bureau  did  a  thorough  job  an< 
that  worries  of  undercounting  are  overblown. 

The  Administration  should  be  firm  and  bar  the  use  of  thesi 
fake  numbers.  Letting  this  genie  out  of  the  bottle  will  provide  ai 
open,  endless  opportunity  for  mischief- making  and  litigation. 


CAP'S  STILL-CAPACIOUS  CAPACITY  FOR  WORK 


LAST  FALL  SHORTLY  AFTER  CELEBRATING  HIS  83RD  BIRTHDAY 
our  Chairman,  Cap  Weinberger,  asked  us  if  he  might  some- 
what ease  his  hectic  pace  at  Forbes.  After  all,  he  was  traveling 
nearly  200,000  miles  around  the  world  a  year — usually  with 
brother  Kip  Forbes — helping  to  bag  business  for  FORBES 
and  FORBES  GLOBAL,  as  well  as  corralling  copy  for  his  col- 
umn. He  was  hosting  and  usually 
speaking  at  countless  Forbes  events. 
He  was  making  numerous  media  ap- 
pearances, commenting  on  breaking 
news  and  politics,  defense  and  foreign 
policy.  All  this,  as  well  as  being  in- 
volved in  plotting  and  executing  cor- 
porate strategies.  Reluctantly  we 
agreed  to  his  request.  Travel  won't  be 
allowed  to  breach  100,000  miles  annu- 
ally. And  henceforth,  his  column  will 
appear  monthly  instead  of  every  issue. 
His  other  duties  will  remain  the  same. 
Only  someone  with  Cap's  extraordinary  energy  level  (he  gets 
off  a  flight  to  Asia  looking  fresh  and  ready  to  do  business) 
would  consider  these  adjustments  a  genuine  slowdown. 

We  are  delighted  that  three  distinguished  individuals  will 
share  the  writing  of  Commentary  on  Events  at  Home  and 
Abroad:  Lee  Kuan  Yew,  senior  minister  of  Singapore;  Ernesto 
Zedillo,  former  president  of  Mexico;  and  Paul  Johnson,  dis- 
tinguished historian  and  British  commentator. 

Lee  Kuan  Yew  transformed  Singapore  from  a  poor,  un- 
stable, backwater  city-state  into  the  dynamic,  cutting-edge 
powerhouse  it  is  today.  He  became  an  enormously  influential 


Cap  (with  Kip)  has  enough  frequent  flier  miles  to 
fund  several  IRAs. 


figure  throughout  Asia  and  the  world.  He  was  a  critical  all' 
during  the  Cold  War,  particularly  in  the  aftermath  of  th< 
Vietnam  War,  when  many  thought  communism  woulc 
spread  beyond  Vietnam,  Cambodia  and  Laos. 

Ernesto  Zedillo  took  over  Mexico  as  the  peso  collapsed 
1994—95,  which  plunged  Mexico  into  a  catastrophic  recession 
He  painstakingly  pulled  his  countn 
back  onto  its  economic  feet,  stabilizing 
the  currency  and  enormously  increasing 
exports.  Most  impressive,  in  the  face  oi 
intense  opposition  from  his  own  party 
which  had  monopolized  power  since 
1929,  Zedillo  guided  Mexico's  emer- 
gence as  a  genuine,  politically  competi- 
tive, pluralistic  democracy.  Vicente  Fox'; 
ascension  to  the  presidency  in  Decem- 
ber was  Mexico's  first  peaceful  transfei 
of  power  from  one  party  to  another. 
Paul  Johnson  is  a  gifted  intellectua. 
and  a  prolific  writer  who  doesn't  hesitate  to  go  against  the  con- 
ventional, politically  correct  wisdom.  His  histories — among 
them,  A  History  of  the  Jews,  A  History  of  Christianity,  Modem 
Times,  A  History  of  the  American  People  and  The  Renaissance — are 
sparklingly  written,  impressively  researched  and  wide  in  scope. 
His  elucidating  insights  constantly  interest  and  educate  readers. 
He  is  currently  working  on  a  groundbreaking  history  of  art. 

We  believe  the  thoughts  and  observations  of  each  of  these 
men  will  serve  you  well  in  this  unprecedented  era  of  globaliza- 
tion. President  Zedillo  will  make  his  premier  appearance  in  the 
Mar.  19  issue,  followed  by  Paul  Johnson  and  Senior  Minister  Lee. 


RESTAURANTS:  GO,  (      [SIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 


•  March- 405  East  58th  St.  (Tel:  754-6272).  Its  makeover- 
split-level  back  area  and  garden — works  very  well,  and  the 
extra  seating  has  in  no  way  diminished  the  chefs  ability  to 
deliver  one  of  the  best  meals  available  in  New  York.  Be  sure  to 
try  the  Nantucket  scallops,  as  well  as  the  complete  dessert  se- 
lection, which  includes  a  delectable  miniature  baked  Alaska. 
O  SugSyama-251  West  55th  St.  (Tel:  956-0670).  Though  only 
two  years  old,  this  is  one  of  the  city's  major  culinary  hot 
spots.  Sugiyama  offers  kaiseki  dinners,  a  kind  of  Japanese 
tasting  menu.  The  presentation  is  brilliant;  the  food,  often 


exquisite.  The  service  is  a  bit  grand;  the  setting  is  attractive; 
but  what  smacks  of  real  luxury  is  the  cost  of  the  meal. 
•  Zdcalo-174  East  82nd  St.  (Tel:  717-7772).  Lively  neigh- 
borhood Mexican  restaurant  offering  some  delicious  creative 
dishes,  as  well  as  many  standards  (guacamole,  chicken  enchi- 
ladas, etc.).  Here,  however,  this  fare  is  tops. 

Osteria  del  Circo- 120  West  55th  St.  (Tel:  265-3636).  Listing  this 
as  a  Special  almost  doesn't  do  justice  to  the  food.  Be  sure  to  try 
the  paper-thin  crusted  pizzas.  This  is  a  wonderful  place  to  dine 
when  you  have  an  eight  o'clock  theater  curtain  to  make.  F 
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www.americancentury.com 
Call  us  at  1-877-44-AMCJEN  or 
you.r4nvej;rment  professional. 


[erican  Discipline  ~ 

t's  seeking  out^ompanies  with  accelerating  earnings;  for  we  believe  they  have  the  brightest  futures. 
It's  hand-selecting4he  best  of  those  companies,  one  by  one. 

It's  knowing  teamwork  and  a  disciplined  approach  can  deliver  solid,  long-term  results. 

American  Century 
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Heritage  Fund 

lYear 

5  Years 

10  Years    Life  of  Fund 

1739% 

19.53% 

1798%  1733% 

(11/10/87)  | 

■  Average  annual  total  returns  as  of  12/31/00.  Past  performance  is  no 
guarantee  of  future  results.  Due  to  market  volatility,  the  performance 
of  the  fund  may  be  different  than  the  figures  shown. 

The  advertised  performance  is  attributable  in  part  to  unusually 
favorable  market  conditions  and  may  not  be  repeated  or  consistently 
achieved  in  the  future. 


\l  for  a  prospectus  with  more  complete  information;  including  charges,  expenses  and 
is.  Be  sure  to  read  it  carefully  before  you  invest  or  send  money. 

inted  assume  reinvestment  of  all  dividends  and  capital  gains  distributions.  Performance 
vestor  Class  shares.  For  information  about  other  share  classes  available,  please  consult 
•ctus.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may 
■  less  than  original  cost.  Returns  may  reflect  reimbursement  of  expenses  as  described  in 
■ctus.  Had  expenses  not  been  reimbursed,  returns  would  have  been  lower, 

Century  Investment  Services,  Inc.  / 
nerican  Century  Services  Corporation      /  ■ 
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Investment  Managers 


ONE  OF  THE  COOLEST  BARS  IN  LONDON. 

WE  MEAN  NEW  YORK.  NO,  LONDON. 
OKAY,  NEW  YORK.  ALL  RIGHT,  LONDON. 


on.  Howeven  as  much  as  this  hot  spot  is  great  for  sipping  cocktails  and  chatting  with  the 
bartender  some  do  stoo  bv  to  eniov  a  delicious  meal  awav  from  their  seats.  And  not  only  do 
you  get  to  dine  where  you  want  but  with  our  Freedom  Menu,  you  get  to  eat  whenever  you 
want.  At  35,000  feet,  who  wouidnt  raise  a  glass  to  thatr  So  kick  back  and  relax  because 
in  Upper  Class,  drinks  are  on  the  house.  We  mean  the  plane.  No,  the  house.  Okay,  the  plane. 


Business  Class  to  London 

1 -800-862-8621 
virgin.com 


virgin  atlonticf^f 


OTHER  CO MNLENIS 


In  all  that  the  people  can  individually  do  as  well  for  themselves, 
government  ought  not  to  interfere. 

—ABRAHAM  LINCOLN 


People  Power  Any  time  I  look  at  a  tax  cut,  I  always  look 
to  see  how  it  would  affect  the  kind  of  family  I  grew  up  in:  one 
with  a  single  mother  raising  two  children.  Under  the  current 
rate,  that  single  mother  begins  paying  taxes  when  she  earns 
$21,300.  Under  the  Bush  plan,  she  would  not  begin  paying  in- 
come taxes  until  her  earnings  reach  $31,300.  That  leaves  extra 
money  in  her  pocket  for  school  clothes  or  for  the  heating  bill. 

I  am  proud  to  co-sponsor  President  Bush's  tax  cut  in  the 
Senate  because  I  agree  with  his  basic  premise:  American  tax- 
payers— rich  and  poor — are  better  judges  of  how  to  spend 
their  money  than  we  are. 

— SENATOR  ZELL  MILLER  (D-Ga.), 
USA  Today 

*  *  * 

Evidence  suggests  that  tax  drag  is  one  of  the  factors  behind 
our  current  economic  slowdown.  We  have  balanced  the 
budget  on  the  backs  of  the  middle  class.  Families  with  in- 
comes between  $40,000  and  $65,000  a  year  face  the  highest 
marginal  tax  rates  of  any  income  group  today.  They  pay  a  28% 
federal  income  tax,  a  15%  payroll  tax,  and  an  average  of  5%  in 
state  income  tax.  Added  up,  they're  shelling  out  48  cents  of  the 
marginal  dollar  earned.  What's  needed  is  a  Bush-plus  tax  plan, 


[which  has]  several  growth-enhancing  provisions  added: 

•  Cut  all  income  tax  rates  immediately,  retroactive  to  lan.  1 , 200 i 

•  Repeal  the  death  tax  now. 

•  Cut  the  capital  gains  tax  and  index  for  inflation. 

•  Expand  tax-free  savings  incentive. 

•  Cut  the  payroll  tax  by  at  least  two  percentage  points. 

A  similar  plan  has  been  recentiy  sponsored  by  Representative 
Paul  Ryan  (R-Wis.),  Pat  Toomey  (R-Pa.),  Jeff  Flake  (R-Axizj 
and  Mike  Pence  (R-Ind.).  President  Bush  needs  to  embrace  thi 
expanded  tax  agenda,  recognizing  that  the  greatest  danger  to  hi 
presidency  would  be  to  pass  a  tax  cut  that  fails  to  providl 
sufficient  pro-growth  incentives  to  regenerate  our  prosperity 
—RICHARD  GILDER,  chairmaij 
Gilder,  Gangnon,  and  Howe,  anj 
THOMAS  L.  RHODES,  president  of  National  Reviert 

Wall  Street  Journa 

Impure  Provenance  The  historian  Jacob  Burckhard 
called  Pietro  Aretino,  the  Renaissance  blackmailer  an| 
pornographer,  the  "father  of  modern  journalism."  (Aretint 
wrote  a  kind  of  newsletter,  effusively  praising  those  who  pail 
him  off,  obscenely  attacking  those  who  did  not.)  Journalisn 
has  often  risen  above  this  level,  without  ever  quite  forsakini 
its  disreputable  roots. 

— RICHARD  BROOKHISEfl 
Alexander  Hamilton,  Americai 

Colossal  Caper  The  kerfuffle  about  Hillary  Clinton' 
great  White  House  gift  heist  had  a  serious  subtext.  What  i 
Hillary  owed?  Reparations  must  be  made,  clearly,  for  what  shi 
has  suffered  in  her  marriage  and  what  she  has  sacrificed  b1 
going  into  public  service.  So  why  did  the  Clintons  have  to  bi 
stoned  into  admitting  that  greed  is  not  good?  Because  Hillar 
wanted  to  make  a  point:  The  Clinton  haters — the  vast  right 
wing  conspiracy  and  the  media  mob — will  not  cow  them  inti 
giving  up  what  is  rightfully  theirs.  And  what  is  rightfully  their 
is  anything  they  choose  to  take.  In  the  end,  Hillary  had  to  sue 
cumb  and  write  checks  for  $86,000  worth  of  tainted  loot.  Bu 
now  we  know  the  junior  senator  from  New  York  has  terribl 
flawed  judgment.  And  her  sense  of  entitlement  knows  n» 
bounds.  Not  that  I'm  suspicious,  but  I  can't  help  wondering 
Will  Steven  Spielberg,  Walter  Kaye,  Mary  Steenburgen  and  tb 
others  cash  their  [reimbursement]  checks  from  the  Clintons 

—MAUREEN  DOWEj 
New  York  Times  I 
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Except:  Scotland  (Birthplace  of  C 
Europe,  South  Africa,  South  Ame 
Japan,  Australia,  the  rest  of  As 


The  bandwidth  t 

eve 


VIRTUAL  PRIVATE  NETWORKS:  When  MasterCard  launched  the 
payment  industry's  first  Virtual  Private  Network  (VPN)  three  years 
ago,  it  turned  to  AT&T  for  an  IP  VPN  with  bandwidth  on  demand.  The 
flexible  system  now  operates  in  61  countries,  allowing  MasterCard 
members  to  expand  network  capacity  during  peak-season  loads.  No 
matter  what  size  your  business,  when  transactions  soar,  AT&T  keeps 
them  moving  right  along. 


0588  or  visit  www.att.com/businessA 


COMMENTARY 

In  Events  at  Home  and  Abroad 

»y  Caspar  W.  Weinberger,  chairman 


THE  LESSON  OF  JOHN  ASHCROFT 


T  OF  THE  CONVENTIONAL  WISDOM  PUNDITS,  COMMEN- 
TS and  editorial  writers  have  called  the  confirmation  of  John 
:roft  as  Attorney  General — by  a  58-to-42  vote — a  Demo- 
c  shot-across-the-bow  warning  that  conservative  nomi- 

for  the  Supreme  Court  will  not  be  confirmed. 

read  the  vote  quite  differently.  I  think  the  lesson  of 
:roft  is  that  conservative  appointees  with  impeccable 
igrounds  and  universally  acknowledged  integrity  can  be 
d,  if  the  will  to  fight  for  them  is  there, 
n  the  case  of  Senator  Ashcroft,  there  was  never  the  slightest 
ancy  from  the  Bush  Aclministration  or  its  many  spokesmen 
eir  support.  The  Administration  made  it  clear  it  would  fight 
e  end  for  Ashcroft,  no  matter  how  numerous  his  opponents 
how  shrilly  they  ranted.  The  fight  was  skillfully  managed, 
solid  support  of  all  50  GOP  Senators  was  the  first  step;  per- 
ing  8  Democrats  to  join  them  was  the  signal  that  the  Ad- 
stration  would  use  all  its  power  to  secure  the  confirmation. 


Far  from  frightening  the  Administration  into  a  passive 
acceptance  of  the  liberal  dogma,  "no  more  conservatives," 
this  victory  has  shown  that  future  Bush  appointees  can  be 
saved  if  they  are  fought  for.  (It  was  a  bit  like  the  Republican 
demonstrations — GOP  demonstrators?  Impossible! — dur- 
ing the  prolonged  Florida  count  and  endless  recounts.  Those 
demonstrations  made  it  clear  this  Administration  was  going 
to  fight  for  its  principles.) 

So  if  the  shot-across-the-bow  metaphor  is  to  become  a 
cliche,  let's  get  it  right.  Attorney  General  Ashcroft's  confirma- 
tion made  it  clear  that  when  you  have  a  superbly  qualified 
conservative  with  no  blemishes,  he  or  she  can  be  confirmed.  It 
should  be  understood  from  here  on  out  that  no  "Borking" 
will  frighten  this  Administration  into  submitting  only  "main- 
stream" (i.e.,  never  did  anything  to  offend  anyone)  nominees. 

Compassionate?  Certainly — always — but  also  conserva- 
tive, and  not  afraid  of  the  word  or  its  disciples. 


AN  ARMY  OF  ONE? 


LL  OF  THE  MESS  LEFT  DURING  THE  SAD  AND  TAWDRY  DE- 
.lre  of  Mr.  Clinton  and  his  coterie  from  Washington,  the  U.S. 
y's  ridiculous  new  recruiting  campaign,  launched  on  Jan.  1 1 , 
long  the  worst.  It  is  fittingly  called,  "An  Army  of  One."  It 
aside  and  sneers  at  every  time-honored  principle  of  mili- 
training,  going  back  to  the  earliest  treatise  on  the  military, 
uiyone  who  has  led  or  been  part  of  a  military  unit  knows 
one  of  the  most  necessary  and  effective  parts  of  basic  train  - 
s  the  idea  of  unit  cohesiveness.  The  concept  that  every  sol- 
s  success  and  survival  depends  not  on  himself  but  on  the 
mon  bond  forged  by  the  unit  is  unassailable.  The  motto  of 
andre  Dumas'  Three  Musketeers,  "All  for  one,  one  for  all," 
5  this  up  well.  To  survive  in  combat  you  have  to  be  able  to 
completely  on  the  others  in  the  unit — leaders  and  fellow 
ers  alike.  One  of  the  strongest  factors  in  making  good  sol- 
i  is  the  knowledge  that  all  of  your  fellow  soldiers  are  judg- 
rou  and  working  with  you,  as  you  are  working  with  them, 
iake  the  unit  the  best.  This  has  always  been  the  essence  of 


our  military's  training.  Now  these  principles  and  goals  are  to  be 
scrapped  because  some  advertising  agency's  focus  groups  have 
said  the  way  to  attract  today's  youth  is  to  stress  a  sense  of  self. 

I  suggest  the  Army's  leadership  junk  this  new  approach  and 
recognize  that  "joining  the  Army  is  not  about  individualism  and 
rarely  about  money,"  as  author  and  West  Point  graduate  Lucian 
K.  Truscott  IV  has  said  in  the  New  York  Times.  Volunteering  is 
usually  the  result  of  a  strong  desire  to  serve  the  country,  under  a 
Commander-in-Chief  who  understands,  respects  and  admires 
the  military  and  is  determined  to  support  it  to  the  full.  It  was 
these  attitudes,  exemplified  by  President  Reagan,  that  turned 
around  military  recruiting  and  morale  in  1981.  President  Bush 
has  already  begun  to  show  a  similar  appreciation,  which  will  help 
the  services  recruit  the  numbers  and  kinds  of  people  they  need. 
Luring  a  few  trendy  lone  wolves,  most  of  whom  will  probably 
drop  out  after  their  recruitment  bonuses  are  spent,  is  not  a  desir- 
able goal.  The  "Army  of  One"  campaign  should  be  consigned  to 
a  single,  small,  caustic  footnote  in  the  long  history  of  our  military. 


*  *  * 

For  12  years,  beginning  Jan.  9,  1989,  I  have  written  this  column,  every  two  weeks,  for  my  favorite  magazine. 
Now  as  I  approach  the  comparatively  mature  age  of  84,  my  family  has  suggested  the  pace  be  slowed.  So,  since  I 
am  always  reasonably  obedient,  this  will  be — not  my  last  column — but  the  column  that  begins  a  new  arrange- 
ment, under  which  I  will  write  fewer  columns  and  make  fewer  overseas  trips.  Some  very  distinguished  substitute 
columnists,  such  as  Lee  Kuan  Yew,  senior  minister  of  Singapore,  will  be  brought  in,  so  it  will  clearly  be  a  net  gain 
for  you.  As  for  me,  it  has  been  a  great  ride,  and  I  am  glad  it  will  continue  a  bit  longer,  if  a  bit  more  slowly.  F 
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The  talent  pool  is  deep  if  you  know  where  to  look.    A  company  is  only  as  good  as  its  people,  and  finding 
great  people  has  never  been  more  difficult.  Randstad  can  help.  We  know  and  represent  the  most  talented  people 
and  match  them  to  the  best  opportunities— full-time,  part-time,  anytime.  And  since  we  have  over  500  offices  in  the 
U.S.,  we  can  provide  exactly  the  talent  you  need.  Randstad  is  a  more  enlightened  approach  to  finding  great  people. 
Call  1-S77-922-2468  or  visit  www.us. randstad  com  ■  •< 

"V"  randstad 

professional    .    technical    •    office    •    creative    •    industrial       A  brighter  way  to  find  better  people.  * 
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DIGITAL  RULES 

3y  Rich  Karlgaard,  publisher 

ublisher@forbes.com 


POST-BUBBLE  RULES 


>DAQ  LOOKED  LIKE  A  DEAD  SKUNK  IN  THE  ROAD  AT  2250 
weeks  ago,  when  this  column  stuck  its  neck  out  and  said 
ottom  was  at  hand,  so  buy  up.  Whew! — after  the  pasting 
took  in  2000,  thank  God  we  got  it  right.  Hope  you  acted 
:  as  fearlessly  and  got  on  board,  because  the  harvest  came 
I  went.  Alas,  the  January  effect  was  faithful  to  its  cliche: 
\  run-up  was  sharp  (27%  for  Nasdaq) — and  short-lived, 
isted  all  of  three  weeks. 

Tech  will  run  again  in  2001,  but  my  guess  is  that  the  next 
npede  won't  occur  until  the  third  quarter.  Luckily,  we 
Ot't  have  to  wait  long  to  see  which  way  the  wind  is  blow- 
.  July  1  promises  a  telling  signal.  That's  when  the  Financial 
ounting  Standards  Board  (FASB)  is  expected  to  let  firms 
uiring  other  firms  expense  the  goodwill,  rather  than 
ortize  it.  Buyers  and  investors  alike  agree  a  one-time 
>ck  on  earnings  beats  a  drag  that  lasts  for  years. 
So  on  July  1  we'll  see  a  puff  of  smoke  from  large  compa- 
>  telling  us  whether  they  think  it  is  now  cheaper  to  buy 
n  make.  On  July  1  most  accounting  obstacles  to  mergers 
be  removed.  Thus  will  begin  a  wild  M&A  carnival — or 
.  It  will  start  only  if  acquirers  think  it's  now  cheaper  to 
'  than  make.  My  guess  is  they  will  find  it  is. 
If  the  M&A  window  opens  after  July  1,  the  IPO  window 
Id  open  by  September.  Why  the  lag?  We're  now  in  what 
ny  in  techland  are  calling  a  nuclear  winter  for  IPOs.  Con- 
nce  dropped  like  a  bomb  in  the  fourth  quarter  of  2000 
I  now  sits  at  1990  levels.  It  may  take  a  sustained  M&A  rally 
>erk  things  up  for  new  issues. 

Plus,  the  market  will  have  to  clear  out  gunk  and  rust  in  the 
)  pipeline.  There  are  now  some  225  companies  in  IPO  neg- 
ation, most  of  them  desperately  starved  for  cash.  Many 
re  yanked  their  offerings  altogether  during  the  last  nine 
nths.  Most  are  what  VCs  call  the  "walking  dead,"  with  six 
nths  or  less  of  cash  on  hand.  Investors  who  buy  IPOs  (and 
:>  were  scorched  in  1999  and  2000)  need  to  know  the  qual- 
coming  out  of  200 l's  pipe  is  of  purer  grade.  These  in- 
:ors  will  be  happy  to  wait  and  wait — and  wait — for  that 
to  arrive.  You  can't  blame  public  investors  for  wishing  a 
el  death  upon  every  dot-com  brat  conceived  during  the 
y  of  1999  and  2000. 


io  Wins  Then? 

egory  survivors  will  be  in  good  shape.  Profitable  public 
-corns  such  as  Ebay  and  Yahoo  may  see 
ived  share  prices.  Still,  investment 
ikers  will  insist  that  IPO  wannabes  in 


2001  clear  a  higher  bar  than  the  class  of  2000.  That  doesn't 
mean  profitability  is  required.  It  means  that  IPO  contenders 
will  have  to  meet  the  new  post-bubble  minimums  of: 

•  most-recent-quarter  revenue  of  $10  million  or  more; 

•  growth  rates  exceeding  100%; 

•  operating  profits  within  12  months. 
Let's  take  a  closer  look  at  these  post-bubble  IPO  minimums: 

•  Most-recent-quarter  revenue  of  $10  million  or  more.  Forget 
about  revenue-free  concept  IPOs  for  a  while.  We  won't  see 
their  kind  again  until  a  mass  memory  loss  of  dashed  hopes 
occurs.  Concept  IPOs  require  not  just  eager  investors  but 
also  a  radical  technology  breakthrough  of  some  kind,  like 
Web  browsers  were  in  1995.  Nearly  free,  call-and-install,  1.5- 
megabit-per-second  bandwidth  to  home  offices  and  hand- 
helds  would  be  radical.  So  would  klutz-proof  voice  recogni- 
tion. Of  course,  the  coolest  breakthroughs  are  the  ones  few 
predict,  like  graphical  user  interfaces  or  the  Web  itself.  Until 
such  saviors  arrive,  IPOs  in  these  post-bubble  days  will  have 
to  do  old-fashioned  work:  Find  customers  and  book  sales. 

My  money  is  on  B2B  software  that  installs  easily  and 
shows  a  provable  ROI  in  12  months  or  less.  Such  software 
must  attach  smoothly  to  existing  IT  architectures  and  not  re- 
quire users  to  alter  their  behavior  too  much.  That's  why  I  like 
the  whole  category  of  eCRM  (electronic  customer  relations 
management).  This  stuff  works  with  existing  computer  plat- 
forms, databases  and  supply  chains.  The  ROI  is  easy  to  sell. 
Managers  know  the  cost  of  retaining  customers  is  about  15 
times  cheaper  than  finding  new  customers. 

•  Growth  rates  exceeding  100%.  Top  investment  banks — in- 
vestors in  2001  are  likely  to  trust  only  top  banks — don't  want 
to  mess  with  post-IPO  valuations  of  less  than  $500  million.  A 
$10  million  recent  quarter  won't  cut  it  in  the  post-bubble 
world  unless  the  growth  prospects  are  outstanding. 

•  Operating  profits  within  12  months.  The  NYSE  requires  its  po- 
tential listees  to  show  a  pretax  profit  for  three  years.  Three  years! 
That's  like  your  grandfather's  5-mile  hike  to  school  through 
hip-high  snowdrifts.  In  post-bubble  2001  on  Nasdaq,  it'll  be  a 
bit  easier  than  that,  even  if  it's  not  as  easy  as  it  was  last  year. 
You'll  have  to  get  out  of  the  car  and  prove  you  can  walk  on  your 
own.  The  market  has  lost  faith  in  the  1995-to-2000-era  belief 
that  market  ubiquity,  damn  the  costs,  wins  all  tech  wars.  Sure, 
Microsoft  won  with  market  ubiquity.  Everyone  forgets  that 
Gates  made  Microsoft  profitable  from  the  get-go.  Even  AOL,  a 

  poster  child  for  crazy  bubble  valuations, 

To  see  past  Digital  Rules  ,  ' 

columns,  visit  our  Web  site  at  showed  11  could  turn  a  Profit  as  earlY  as  1  "2- 

www.forbes.com/karlgaard.  Meet  the  new  rules,  same  as  the  old  rules.  F 
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M  E  D  I  A  I  Henry  Yuen's 
Gemstar-TV  Guide  has  a  near- 
monopoly  on  navigational  tools 
for  the  next  generation  of 
television  services.  It's 
not  going  to  last. 


BY  JONATHAN  FAHEY 

HENRY  YUEN'S  IS  A  TANTA- 
lizing  story:  A  mathemati- 
cian turned  lawyer  who,  at 
midcareer,  parlayed  an 
easy  way  to  record  TV  pro- 
grams into  a  $1.9  billion 
fortune.  He  used  his  simple  idea,  VCR 
Plus,  to  construct  a  mini  media-con- 
glomerate with  a  megamarket  cap — the 
$20  billion  Gemstar-TV  Guide.  Along 
the  way  he  outwitted  Rupert  Murdoch 
and  John  Malone  for  control  of  TV 


Guide  Inc.  and  forced  or  coaxed  giants 
Microsoft,  Motorola  and  AOL  into  li- 
censing deals,  using  his  array  of  patents 
as  weapons. 

His  vision  for  the  company's  future 
is  just  as  mesmerizing:  Every  time  you 
turn  on  a  TV  you  would  find  your  fa- 
vorite show  using  a  Gemstar-TV  Guide 
product:  Like  the  company's  interactive 
program  guide — a  device  that  lets 
viewers  tune  directly  to  a  program 
from  organized  and  customized  on- 
screen lists.  It  would  include  advertise- 


ments that  viewers  can  act  on  in 
mediately.  As  Yuen  sees  it,  TV  Guic 
Interactive  is  essential  for  manei 
vering  through  the  thicket  of  digit 
television,  with  its  hundreds 
channels,  Internet  access  and  videc 
on-demand. 

Reality,  though,  is  about  to  di: 
solve  Yuen's  vision.  His  stock,  whic 
at  $51  is  almost  100  times  trailin 
earnings,  is  priced  as  if  Gemstar 
poised  to  effectively  monopolize 
growing  market.  It  isn't. 

Set-top  box  manufacturers  an 
satellite  TV  providers  are  fightin 
Gemstar  to  keep  their  own  guide 
and  now  four  large  cable  compank 
are  mobilizing  to  launch  a  servic 
that  will  take  Gemstar's  interactiv 
guide  head  on.  They  don't  war 
Yuen  to  siphon  the  added  revenue 
that  are  starting  to  flow  from  th 
next  generation  of  TV  services — nc 
do  they  want  to  surrender  contrc 
over  the  all-important  first  scree: 
their  TV  customers  see. 

Gemstar  boasts  that  it  has  13 
customers,  including  100  cable  op 
erators.  The  company  is  expected  t« 
earn  $411  million  before  interest 
depreciation  and  taxes  on  last  year' 
sales  of  $1.4  billion.  "We  don't  feel  an 
threat  from  competing  guides,"  say 
Yuen,  52,  in  an  e-mail. 

But  consider:  No  major  cable  oper 
ator  has  signed  a  long-term  contract  fo 
Gemstar's  TV  Guide  Interactive — tht 
company's  main  growth  engine — sino 
it  was  launched  last  year. 

And,  ominously,  a  cadre  of  four  o 
its  biggest  cable  customers,  sick  o 
Gemstar's  near-monopoly,  have  devel 
oped  a  competing  interactive  guide  tha 
was  painstakingly  designed  to  avoid  in 
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ing  Gemstar's  patent  portfolio, 
d  TV  Gateway,  it  started  rolling 
ate  last  year  in  cable  systems  op- 
d  by  Cox,  Charter,  Adelphia  and 
cast.  They  serve  26  million  of  the 
n's  homes. 

gets  worse.  Time  Warner  Cable, 
lation's  second-largest  operator, 
it  has  no  plans  to  switch  to  TV 
e  Interactive  from  the  Scientific- 
rta  and  Pioneer  guides  it  now 
—even  though  parent  AOL  is  in 
niddle  of  a  long-term  license 
ment  with  Gemstar. 
yen  AT&T,  Gemstar's  only  big, 
-term  cable  licensee  (from  an 
:r  pact  between  companies  later 


]y  the  Numbers 


le  operators  are  rapidly  offering 
al  systems,  which  allow  a  multi- 
i  of  channels  and  Web  access. 


cable  subscribers 
e  U.S.  at  the  end  of  2000. 


digital  television 
ubscribers  at  the  end  of  2000. 

households  expected  to 
ign  up  for  digital  television  every 
lonth  through  2001. 

of  Gemstar-TV  Guide's  rev- 
nues  come  from  mature  products, 
ke  TV  Guide  magazine,  WGN  and 
rCR  Plus. 

es:  ING  Barings;  Paul  Kagan  and  Associates: 


ywed  up  by  AT&T  and  Gemstar), 
to  limit  its  business  to  the  pro- 
guide's  channel-changing  fea- 
.  AT&T  wants  control  over  ser- 
such  as  Internet  access,  e-mail 
ideo-on-demand. 
"he  guide  is  an  important  fea- 
says  Richard  Fickle,  AT&T's  head 
tractive  TV.  "But  it  is  not  the 
menu  or  portal  for  all  the  things 
int  to  do  on  the  television." 
lere's  yet  another  catch  for 
star:  TV  Guide  Interactive  was 
for  a  high-speed  set-top  box, 
rola's  DCT  5000,  which  Motorola 
ised  months  ago,  but  held  back 
;se  of  high  costs  and  software  in- 


tegration glitches.  In  the  meantime 
most  of  the  11.1  million  boxes  de- 
ployed nationwide  by  major  cable 
companies  have  puny,  33-megahertz 
processors — too  slow  for  code-heavy 
TV  Guide  Interactive  to  easily  add 
video-on-demand  and  the  like.  TV 
Gateway's  code,  in  contrast,  lives  at 
the  cable  company  instead  of  in  the 
box,  allowing  cable  vendors  to  more 
easily  add  services  and  boost  revenue- 
per-subscriber. 

What's  behind  these  anti-Yuen 
steps?  "The  cable  industry  hates  not 
having  a  choice,"  says  Forrester  Re- 
search television  analyst  Joshua 
Bernoff.  "Until  now,  if  you  wanted  to 
deliver  an  electronic  program  guide, 
you  had  Gemstar  and  no  one  else." 

That  wasn't  for  lack  of  trying.  In 
recent  years  the  famously  litigious 
Yuen  sued  the  only  other  interactive 
guides  that  had  substantial  customers. 
DirecTV  and  Motorola  settled,  agree- 
ing to  pay  royalties.  TV  Guide  gave  up, 
selling  out  to  Yuen  early  last  year. 

But  other  big  players  are  digging 
in:  Set-top  box  makers  Scientific-At- 
lanta and  Pioneer  and  satellite 
provider  EchoStar  have  lobbed  anti- 
trust actions  against  Gemstar  after 
Yuen  hit  them  with  patent  suits. 

Here's  a  taste  of  the  tough  game 
Yuen  plays:  EchoStar  claims  Gemstar 
offered  not  to  sue  the  firm  if  EchoStar 
would  switch  program  guides  to 
Gemstar's,  pass  90%  of  ad  revenues 
and  75%  of  e-commerce  revenues  to 
Gemstar,  carry  all  of  Gemstar's  TV 
channels  and,  to  boot,  send  all  its  cus- 
tomers TV  Guide  magazine. 

Yuen  hints  in  his  e-mail  that  he 
will  pursue  his  newest  competitors 
with  no  less  fervor.  "The  courts  will 
make  the  decision  about  whose  intel- 
lectual property  is  behind  the  guides 
in  use,"  he  says. 

No  doubt,  with  name  recognition 
built  on  50  years  of  TV  Guide  magazine 
and  an  admittedly  clever  product  for 
next-generation  televisions,  the  com- 
pany is  not  going  to  disappear.  But 
Gemstar's  future  isn't  nearly  as  bright  as 
Yuen — or  the  market — thinks  it  is.  F 


Shares  for  Sale! 

legal!  Regulators  are  asking 
questions  about  how  banks 
allocated  coveted  pre-lPO 
shares.  Plaintiff  lawyers  are 
right  behind  them. 

BY  MICHAEL  FREEDMAN 

A HOT  INITIAL  PUBLIC  OFFERING 
market  kept  investment  bankers 
licking  their  chops  for  the  past 
two  years.  Now  that  those  days  are 
over  (see  related  story,  p.  180),  it's  time 
for  the  plaintiff  lawyers  to  come  out  of 
the  woodwork.  They're  targeting  in- 
vestment banks  for  the  way  they  dis- 
tributed coveted  prepublic 
shares  in  the  companies  \.  i  J 
they  were  underwriting. 

The  first  suit,  filed 
in  January  by  class- 
action  powerhouse 
Milberg  Weiss  Ber- 
shad  Hynes  &  Lerach, 
claims   Credit  Suisse 
First  Boston  received  secret 
trading  commissions  from  certain  in- 
vestors in  exchange  for  pre-IPO  shares 
of  VA  Linux,  brought  public  by  the 
brokerage  in  December  1999.  The 
stock  of  VA  Linux  (also  named  in  the 
suit)  shot  up  from  $30  to  close  at  $239 
on  the  first  day. 

The  suit  further  asserts  that  Credit 
Suisse  artificially  propped  up  the 
stock's  price  by  secretly  arranging  for 
certain  customers  to  purchase  addi- 
tional shares  after  the  offering  at  pre- 
determined prices.  Recent  VA  Linux 
share  price:  $8. 

The  Milberg  Weiss  suit  was  spurred 
by  Wall  Street  Journal  reports  beginning 
late  last  year  that  the  Securities  &  Ex- 
change Commission  is  investigating 
Credit  Suisse  and  other  banks  in  con- 
nection with  the  so-called  kickbacks. 
Both  VA  Linux  and  Credit  Suisse  con- 
firm they  have  received  inquiries  from 
regulators  but  declined  to  comment  on 
the  suits.  At  least  five  other  suits  have 
piled  on  the  companies,  and  lawyers  are 
looking  at  other  offerings  as  well.  F 
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Crossed  Wires 

power!  Adding  capacity  alone 
won't  help  energy-starved 
America.  There  aren't  enough 
lines  to  deliver  electricity. 


latory  Commission  in  1999  as  part  of 
its  grand  deregulation  of  electricity  and 
the  separation  of  generation,  transmis- 
sion and  local  distribution."  RTOs  are 
supposed  to  end  excessive  access  fees 
charged  by  some  utilities  and  to  gener- 
ate investment  in  new  transmission  ca- 
pacity by  reinvesting  access  charges  and 


BY  ROB  WHERRY 

BUILDING  MORE  POWER 
plants  isn't  going  to  end 
the  electron  shortage  in 
California — or  any  other 
state.  Not  without  more 
transmission  power  lines  to  i 
deliver  the  juice.  As  power 
demand  increases  a  conserv- 
atively estimated  9% 
through  2004,  the  industry 
plans  to  add  only  6,000  miles  I  p~r\  ^ 
of  lines,  a  3%  increase,  to  an  I  •  Jp&i 
already  overtaxed  system. 
"Over  the  last  10  to  15  years  mnwm 
there  has  been  no  major  new  invest- 
ment in  transmission,"  says  David 
Owens,  an  executive  vice  president  at 
the  Edison  Electric  Institute  in  Wash- 
ington, D.C.  "It's  like  superhighway 
traffic  forced  onto  a  two-lane  road." 

If  you  liked  power  plant  deregula- 
tion, you're  going  to  love  regional 
transmission  organizations,  indepen- 
dent companies  that  own  and  manage 
the  lines  and  towers.  RTOs  were  all  but 
mandated  by  the  Federal  Energy  Regu- 


►  By  the  Numbers 


outages  attributable  to  poor 
distribution  systems. 


going  to  the  public  capital  markets. 

Under  FERC  requirements  utilities 
swap  their  transmission  assets  in  ex- 
change for  equity  in  RTOs.  Waukesha, 
Wis. -based  American  Transmission 
Co.,  which  should  gain  RTO  status  as  a 
member  of  the  Midwest  Independent 
System  Operator  (ISO),  has  $500  mil- 
lion worth  of  lines  pooled  from  five 
Wisconsin  utilities.  Like  many  RTOs, 
American  Transmission  is  a  limited  li- 
ability partnership;  that  permits  the  in- 


come— user  fees  from  power  distril 
tors — to  flow  through  to  own 
(whether  individuals  or  sharehold 
owned  utilities)  without  incurring  a  c 
porate  tax  at  the  RTO  level.  A  few  R" 
are  hybrids  of  nonprofit  ISOs  and  f 
profit  transmission  outfits.  The  N 
England  ISO,  for  instance,  will  work  w 
the  Northeast  Independ< 
Transmission  Co.,  which  i 
oversee  $1.2  billion  in  ass 
from  six  utilities. 

RTOs  are  no  panac 
There's  no  guarantee  they ' 
attract  sufficient  investmen' 
build  new  transmission  lir 
much  less  to  upgrade  exist: 
ones.  (The  majority  of  1 
equipment  on  the  countr 
203,600  miles  of  lines  is  o' 
20  years  old.)  We're  talki 
huge  capital  costs — up  to 
million  per  mile  on  aboi 
ground  lines  and  more  than  twice  t 
for  underground  ones. 

Then  there's  the  fact  that  nobo 
wants  a  power  grid  anywhere  near 
home.  Putting  aside  the  long  since  c 
bunked  claim  that  power  lines  cau 
cancer,  there  is  the  physical  stigma.  C 
izen  protests  have  halted  new  constri 
tion  of  power  lines  in  at  least  13  stat 
Supporting  real  estate  prices,  app; 
ently,  is  more  important  than  keepi 
the  lights  on. 


Dark  Lights,  Big  City 

Nearly  40%  of  New  York  City's  electricity  is 
zapped  over  a  jumble  of  underwater  cables. 
First  built  in  the  late  1960s,  they're  sunk  into 
mud  within  10-inch-wide  pipes.  A  more  logjammed 
transmission  system  is  hard  to  find. 

This  is  why  the  New  York  Power  Authority,  the 
nonprofit  group  that  supplies  energy  to  the  entire 
state,  treats  the  lines  so  gingerly.  The  five  boroughs 
can  import  up  to  5,000  megawatts  from  upstate  and 
New  Jersey,  but  the  lines  are  rarely  loaded  to  capac- 
ity for  fear  of  short-circuiting  the  fragile  system. 
Which  means,  say  energy  analysts,  that  the  city's 
bright  lights  in  as  many  as  I  million  homes  will  almost 
certainly  dim,  if  not  go  black,  on  the  hottest  days  of 
the  year.  Adding  on  to  the  antiquated  transmission 


system  is  a  lengthy  and  expensive  prospect.  At  $^ 
million  per  mile,  nobody  has  stepped  up  to  do  the  jc 

How  about  adding  new  generators?  The  Pow 
Authority  has  the  land  and  permits  to  build  ten  4 
megawatt  plants  around  the  city.  But  it's  up  against  t 
"not  in  my  backyard"  problem.  A  coalition  of  II  neig 
borhood  and  environmental  groups  filed  suit  in  Sta 
Supreme  Court  in  Brooklyn  to  stop  all  400  megawal 
of  supply  from  coming  on  line  by  June  I.  Silvercup  St 
dios  in  Queens,  where  The  Sopranos  is  filmed,  al 
filed  suit  against  a  plant  sited  next  door  to  its  Ea 
River  location.  Construction  on  the  facilities  h. 
started,  but  the  Power  Authority  fears  injunctions. 

Supply  was  strained  even  during  last  year's  u 
usually  mild  summer.  As  the  warmer  months  arriv 
New  Yorkers  may  have  to  brace  for  much  wors 
Such  is  life  on  the  edge.  —Lynn  Cot 
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DEALMAKERSi  Credit 
Suisse  had  to  make  big 
promises  to  keep  its  prized 
Los  Angeles  office  intact. 

BY  JOHN  GORHAM 

THE  DONALDSON,  LUFKIN  &  JEN- 
rette  annual  Christmas  party  in 
Los  Angeles  last  December  was  an 
awkward  affair.  Staged  in  a  cavernous 
hangar  at  the  Santa  Monica  Airport,  the 
assembled  investment  bankers  were  still 
reeling  from  DLj's  recent  $12.2  billion 
acquisition  by  Credit  Suisse  First  Boston. 

Conspicuous  in  his  absence  from 
the  festivities  was  Kenneth  Moelis,  the 
former  head  of  corporate  finance  who 
ran  DLj's  Los  Angeles  office.  A  protege 
of  Michael  Milken  at  the  old  Drexel 
Burnham  Lambert,  Moelis  was  a  mas- 
ter of  junk  bond  underwriting.  But 
Moelis  was  persona  non  grata  following 
his  November  defection  to  UBS  War- 
burg for  a  reported  $60  million,  three- 
year  deal.  Immediately  after  his  an- 


nouncement, UBS  had 
set  up  a  poaching 
camp  in  an  office 
building  next  door  to 
DLj's  Century  City  of- 
fices. It  was  offering  se- 
lect DLI  employees 
guaranteed  income 
and  as  much  as  double 
their  compensation  to 
jump  ship. 

It's  no  secret  on  Wall  Street  that  the 
departure  of  Moelis  and  the  30  invest- 
ment bankers  who  ended  up  joining 
him  made  CSFB's  takeover  a  hollow  vic- 
tory. But  just  how  hollow  is  only  now 
becoming  apparent.  Moelis'  departure 
precipitated  a  costly  compensation  war 
waged  by  CSFB  and  UBS  to  retain  and  re- 
cruit top  investment  bankers. 

So  it  wasn't  surprising  that  suits 
from  CSFB's  New  York  headquarters 
were  at  the  holiday  party,  mingling 
stiffly  among  the  casually  dressed 
crowd  that  evening.  They  were  bearing 
Christmas  presents  of  their  own:  fat 
deals  to  prevent  others  from  following 


Moelis  out  the  door.  T 
goodies  included  increa 
ing  the  compensation 
favored  Los  Angeles  dea 
makers  by  up  to  50%. 

In  laying  out  sweetj 
deals  for  the  Los  AngeL 
bankers,  CSFB  managed 
get  other  DLJ  veterai 
feeling  resentful  and  i 
nored.  Already  chafing 
CSFB's  heavy-handed  hierarchy,  man 
are  getting  ready  to  leave.  Indeed,  e: 
pect  a  bunch  of  underwriting  types 
bolt  as  soon  as  this  month.  Having  co 
lected  their  year-end  bonuses  in  mic 
February,  managing  directors  need  1 
give  only  one  month's  notice  and  agn 
to  a  one-month,  noncompete  claus 
before  Mar.  1  defectors  had  to  wait  s 
months  before  starting  at  a  rival  firm. 

"We're  not  having  any  trouble  ge 
ting  people  from  the  old  DLJ  to  retur 
our  calls,"  gloats  one  headhunter,  licl 
ing  his  chops.  "For  that  matter,  eve 
the  CSFB  people  are  interested 
talking." 


"We're  not  having  trouble  getting  people  from  the  old  DLJ  to  return  calls." 


Son  of  Pokemon 


entertainment  Another  bad 
Japanese  cartoon  takes  aim  at  the  U.S. 

BY  BENJAMIN  FULFOBD 

IT  IS  A  VIDEOGAME,  CARTOON  AND  CARD  SENSA- 
tion  that  generated  $2  billion  in  revenues  last 
year  in  Japan.  A  recent  event  in  Tokyo  offering 
rare  trading  cards  was  shut  down  for  crowd  control 
after  55,000  kids  showed  up.  The  latest  Japanese  multi- 
media sensation  is  something  called  Yu-gi-oh. 

Due  to  hit  U.S.  shores  in  the  autumn,  Yu-gi-oh 
(rough  translation:  "game  king")  resembles  a  Dungeons 
and  Dragons  version  of  Pokemon.  "We  don't  want  to  sell  to 
little  kids  and  girls,  we  want  it  to  be  dark,  scary,  terrifying  and 
gloomy,"  says  Satoshi  Shimomura,  executive  producer  of  the 
Yu-gi-oh  games  for  Konami,  a  game-software  producer. 

Yu-gi-oh  debuted  in  1996  as  a  comic  book  serial  about  a 
game  player  with  mystical  powers.  An  early  TV  version  was 
canceled  in  six  months.  Then  in  1998  the  writer,  Kazuki  Taka- 
hashi,  introduced  a  plot  twist  that  enthralled  the  nation.  The 
hero,  a  spike-headed  kid  called  Yu-gi-oh,  took  on  the  boss  of 


an  evil  organization  in  a  card  game  in  whic 
the  destiny  of  friends  and  family  was  at  stake. 
The  magazine  was  flooded  with  requests  fror 
people  wanting  to  buy  cards  like  those  that  ap 
peared  in  the  comic.  TV  Tokyo,  the  foil* 
who  created  the  Pokemon  cartoon: 
started  a  new  show  that  grabbed  a  109 
prime-time  rating.  The  scary  mon 
sters,  mildly  erotic  female  characters  an 
decidedly  uncute  art  were  a  hit  firs 
with  10-  to  14-year-old  boys  befor 
catching  on  with  girls  and  men. 
Konami  has  sold  7  million  card-base> 
games  for  PlayStation  and  Gameboy  player: 
generating  $300  million.  Card  sales  have  produced  $ 
billion.  The  comic  book  version  has  sold  15  million  copie 
worth  $70  million.  Add  in  licensed  goods  (like  board  games 
the  TV  show  and  videos,  and  the  total  pushes  $2  billion. 

U.S.  media  giants,  almost  certainly  including  Disney  an» 
Warner,  are  bidding  furiously  for  North  American  rights 
Will  the  fad  catch  on  in  the  U.S.?  It  might.  But  don't  tell  th 
bidders  about  the  display  case  at  TV  Tokyo  headquarters 
filled  with  relics  of  game  ventures  that  flopped.  I 
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"Financial  security  doesn't 
have  to  be  a  fairy  tale." 


Sarah  Ferguson 
Schwab  Investor 


It's  about  knowing.  And  planning. 
And  making  smart  decisions. 

Introducing  the  Charles  Schwab  Stock  Explorer: 

It's  an  approach  that  helps  you  carefully  screen  stocks. 
For  potential  investment  ideas.  Online  or  off. 
The  featured  strategies  can  be  used 

as  a  starting  point  to  select  stocks. 
So  you  can  explore  the  potential  of  your  portfolio. 
And  start  planning  for  your  own  happily  ever  after. 

To  sample  the  new  Stock  Explorer,  visit  schwab.com 
and  click  on  'welcome'  or  call  1-800-739-5544. 


call 

1-800-739-5544 


click 

www.schwab.com 


visit 

384  locations  nationwide 


irles  Schwab  &  Co..  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (1200-11321). 


Charles  Schwab 

creating  a  worl'd  of  smarter  investors'" 
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space  The  offshore  thing 
works  for  banks  and  insurers. 
Why  not  satellites? 

BY  CH ANA  R. SCHOENBERGER 

A WORD  OF  ADVICE  TO  THOSE 
itching  to  launch  a  satellite: 
Hurry.  Of  the  550  potential  spots 
in  geosynchronous  orbit,  230  are  already 
taken.  Although  each  location  can  hold 
several  satellites,  slots  serving  in-demand 
places  like  Europe  are  going  fast. 

Even  if  you  have  the  $300  million  it 
takes  to  build  and  launch  a  satellite,  your 
application  will  fall  behind  1,410  others 
awaiting  launch  approval  from  the  In- 
ternational Telecommunica- 
tions  Union   in   Geneva,   "|f'S  KlkG 
Switzerland.  Then  there  is 
local  red  tape.  The  Federal   boill^  b3Ck 
Communications  Commis- 
sion approval  process  puts   j|l  tll6 
applicants  into  a  five-year 
purgatory  between  initial  fil-    J  800S  With 
ing  and  launch — with  trap- 
doors into  the  lower  circles  of  the  r<iil~ 

hell.  One  tiny  Annapolis,  Md. 
firm,  NetSat28,  is  appealing  rQflds/' 
an  FCC  decision  to  yank  its 
orbital  slot  for  missing  a  construction 
milestone. 

Into  this  morass  comes  a  father-and- 
son  team  of  space  entrepreneurs,  woo- 
ing applicants  into  registering  their  birds 
through  the  tax-free,  hassle-free  offshore 
haven  of  the  Isle  of  Man.  Christopher 
Stott,  31,  and  his  father,  Bryan,  61,  have 
won  the  right  to  manage  satellite  appli- 
cations for  anyone  registering  under  the 


Christopher  Stott:  Let's  do  launch. 

flag  of  this  75,000-inhabitant  British 
crown  dependency.  Their  firm,  ManSat, 
will  file  with  the  ITU  and  oversee  firms' 
satellite  operations  from  the  island,  in 
exchange  for  a  $20,000  monthly  fee. 
Satellite  firms  cut  their  timetables  down 
to  three  years  instead  of  five  and  pay  no 
capital  gains  or  corporate  income  tax.  In 
return  the  Stotts  must  pay  the  Isle  of 
Man  a  lump  sum  of  $1.5  million  after 
the  first  bird  is  in  orbit. 

Chris  Stott,  whose  ancestors  were  on 
the  Isle  of  Man  a  millennium  ago,  knows 
a  thing  or  two  about  space.  He  has  a 
master's  degree  from  the  International 
Space  University  (FORBES,  Apr.  17, 2000) 
and  last  worked  as  international  sales 
chief  for  Lockheed  Martin's  space  oper- 
ations division.  He  telecommutes  from 
Houston,  where  his  wife,  Nicole,  is  a 
NASA  astronaut  trainee.  Chairman  Bryan 
brings  the  financial  expertise,  having  just 
quit  as  head  of  the  NatWest  Offshore 
Bank.  The  Stotts  have  funded  ManSat 
with  $600,000  of  their  own  money  and 
have  raised  $250,000  from  investors. 

No  customers  have  signed  yet,  but 
the  Stotts  look  pretty  legit  compared 
with  the  offshore  competition.  The 
South  Seas  kingdom  of  Tonga  embar- 
rassed itself  in  the  late  1980s 
when  its  TongaSat  arm,  run 
by  the   king's  daughter, 
Princess    Salote  Pilolevu 
Tuita,  requested  dozens  of 
orbital  slots  without  lining 
up  paying  customers.  Gibral- 
tar is  an  archrival  of  the 
Stotts.  GE's  satellite  division, 
GE  Americom,  has  quietly 
filed  for  orbital  locations  for 
ten   satellites   through  a 
Gibraltar-based  subsidiary.  It 
launched  its  first  satellite  into  a  Gibral- 
tar orbit  in  October,  joining  dozens  of 
U.S.-registered  GE  birds. 

The  Stotts  must  overcome  skepti- 
cism about  their  pint-size  national 
base.  But  young  Chris  is  ever  the  opti- 
mist: "My  dad  always  says  it's  like 
being  back  in  the  1800s,  with  the  rail- 
roads. Make  of  it  what  you  want  and 
what  you  can."  F 


Rug  Burns 

retail  Big  carpetmakei 
don't  like  to  share  pricing  irb 
mation.  Here's  what  happeijd 
to  a  small  dealer  who  did. 

BY  MARK  TATGE 

CHICAGO  RUG  DEALER  MATTE 
Panchisin  had  a  bright  idea 
big  deal  in  an  industry  wh 
last  innovation  was  broadloom  m 
ufacturing  50  years  ago.  Build  a  m 
Web  site  that  allows  customers  to 
virtually  any  brand  of  carpet  at  pi 
30%  to  50%  below  retail.  The  lar| 
the  order,  the  lower  the  price.  For 
middlemen,  Panchisin  offered  t 
The  dealer  offering  the  lowest 
would  win  the  exclusive  right  to 
certain  lines  of  carpet  through  P; 
chisin's  Carpetshopping.com  site  i 
could  then  turn  around  and  barg 


with  manufacturers  for  the  best  pri« 
So  what  was  the  response  fro 
the  three  largest  carpetmakers- 
Mohawk  Industries,  Shaw  Industri 
and  privately  held  Beaulieu 
America,  which  control  80%  of  tl 
$26  billion  carpet  market?  Panchis 
never  got  further  than  Mohawk.  Tl 
$3.2  billion  (2000  sales)  compai 
was  already  grumpy  about  having 
settle  a  class  action  by  dealers  alle 
ing  price  fixing.  More  transparent 
was  the  last  thing  it  wanted. 

Mohawk  told  Panchisin  (20C 
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Can  you  imagine  spending  more  time  doing 
business —by  spending  less  time  copying? 


Planning  rime.  Project  rime.  Presenration  rime.  You  ger  more  time  for  them  all,  with  IKON  s  digital  solutions.  Our 
besr-of-breed,  high-speed,  digital  black-and-white  and  color  copiers  connect  ro  your  network,  so  you  can  print,  collate 
and  finish  documents  from  your  desktop.  You  can  even  disrribute  and  prinr  in  up  to  34  different  cities,  with  our  Web-based 
I  Express"  2000.  Let  IKON  help  you  communicate  your  business  informarion  more  effectively  Jump  to  www.ikon.com/time 
1-888-ASK-IKON  ext.  160 

s,  IKON !  lor:  Copiers,  Printers,  Facilities  Management,  Legal  Document  Services,  Business  Imaging,  Copying  and 

e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services        |  i\*J  Wll  Gets^rmnunicafed " 

>ffice  Solutions,  Inc.  2000.  IKON  Office  Solutions',  IKON  The  Way  Business  Gets  Communicated7",  YES,  IKONI1*  and  Digital  Express'  2000  are 
s  of  IKON  Office  Solutions,  Inc. 
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sales:  under  $1  million)  to  forget  the 
idea.  When  he  persisted,  the  carpet- 
maker  demanded  that  Yahoo  shut 
down  his  Web  site  in  October,  claiming 
that  he  had  violated  Mohawk's  copy- 
rights under  federal  law.  Yahoo  obliged. 
"I  think  what  bothered  them  more  was 
the  fact  that  I  was  planning  on  organiz- 
ing dealers,"  says  Panchisin. 

In  early  January  Mohawk  dropped 
the  hammer.  General  Sales  Manager 
Joseph  Tayon  told  Panchisin  in  a  tersely 
worded  letter  that  it  was  revoking  his 
exclusive  dealer  arrangement.  (Tayon 
and  Mohawk  declined  to  comment.) 

Mohawk  dealers  say  such  heavy- 
handed  tactics  aren't  unusual.  Donald 
Edgerton,  who  runs  six  stores  in  four 
states,  claims  he  was  ordered  by  Mo- 
hawk to  remove  pricing  from  his  Inter- 
net site,  Calhouncarpet.com,  or  lose  the 
business.  "They  never  gave  me  a  rea- 
son," he  says. 

Carpet  manufacturers  have  reason 

Price  wars  would  put 
some  retailers  out  of 
business  and  force  the 
rest  to  skimp  on  service. 

to  fear  the  Internet.  If  it  leads  to  price 
wars  it  will  put  some  retailers  out  of 
business  and  force  the  remainder  to 
skimp  on  service  and  inventory.  That 
may  be  fine  for  builders  who  are  flock- 
ing to  the  sites.  But  most  consumers 
won't  order  a  $2,000  wall-to-wall  car- 
pet without  being  able  to  see  and  touch 
a  sample.  And  without  a  smooth-talk- 
ing salesman  at  hand  to  promise  imme- 
diate delivery,  the  sale  won't  happen. 

For  years  carpetmakers  dictated 
pricing,  what  products  dealers  could 
sell,  even  how  goods  were  displayed. 
Now  they're  faced  with  renegades  like 
Panchisin,  who  plans  to  close  o:ie  of  his 
two  retail  oudets  in  Chicago  but  speed 
ahead  with  his  auction  site.  "They  may 
slow  me  down,"  he  says.  "But  thev  can't 
stop  me."  F 


Fish  Tale 

MANAGEMENT  Your 

stock  options  are  worthless. 
Your  colleagues  have  been 
fired.  But  hey— you  can  still 
have  fun  at  work.  That's  the 
feel-good  message  of  Fish, 
the  latest  management 
trend  infecting  corporate 
America.  How  does  Fish 
stack  up  against  Six  Sigma, 
the  quality-management 
strategy  that  drives  GE? 

BY  EILEEN  GLANTON 


Fish:  John  Christensen,  head  of  docu- 
mentary film  company  ChartHouse 
International  Learning  Corp. 


jmmm 

In  his  hands  is  the  secret  to  job  happiness. 

Creator  


Six  Sigma:  Mikel  Harry  and  Pdchard 
Schroeder,  Motorola  veterans  who 
codified  the  idea  in  the  early  1990s. 


Guiding  Principles 


Fish:  Play.  Make  the  customer's  day. 
Be  there.  Choose  your  attitude,  even 
if  you  can't  choose  your  job. 


Six  Sigma:  Eliminating  errors  at  every 
stage  of  the  business  results  in  higher 
profits. 


Figurehead 


Fish:  Fishmongers  at  Seattle's  Pike 
Place  Fish  market,  who  entertain  cus- 
tomers by  hurling  salmon  and  stick- 
ing crabs  on  one  another. 


Six  Sigma:  GE  Chief  Jack  Welch,  who 
employed  the  doctrine  in  every  GE 
division  and  tied  managers'  bonuses 
to  Six  Sigma  goals. 


Followers 


Fish:  Southwest  Airlines, 
Amazon.com,  AT&T,  Fidelity  Invest- 
ments, Qualcomm. 


Six  Sigma:  Sony,  Texas  Instruments, 
Nokia,  Lockheed  Martin,  American 
Express,  DuPont. 


Attitude 


Fish:  "When  you  look  for  the  worst, 
you  will  find  it  everywhere.  When 
you  look  for  the  best  you  will  find 
new  opportunities  for  learning  and 
fulfillment.  The  attitude  you  choose 
each  day  not  only  affects  you,  but 
everyone  around  you." 


Six  Sigma:  "Most  companies  do  not 
know  the  true  cost  of  their  own  qual- 
ity, so  they  remain  asleep  in  the 
boiler  room  or  captain's  quarters 
while  the  ship  is  slowly  sinking.  Poor 
quality  costs  companies,  customers, 
consumers  and  society." 


Result: 


Fish:  Sprint  credits  Fish  with  increas- 
ing employee  retention  at  its  cus- 
tomer-service call  centers  by  27%. 


Six  Sigma:  General  Electric  claims  S3 
billion  in  annual  cost  savings;  also, 
improved  efficiency.  f 
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Our  process  to  reduce  sulfur  in  gasoline 
helps  those  who  don't  even  drive. 


ur is  a  naturally  occurring  element  in  gasoline 
contributes  to  air  pollution.  But  until 
:ntly,  the  methods  used  to  remove 
ur  from  gasoline  weren't  very  efficient.  So 
lips  is  developing  a  new  process  that 
toves  more  than  90%  of  the  sulfur  in 
tdard  gasoline,  without  significant  loss  of 


octane  or  volume.  Its  an  innovation  that  will 
help  us  reduce  harmful  emissions  from  cars, 
improve  air  quality  and  meet  proposed 
sulfur  regulations  for  years  to  come.  And 
it's  just  one  of  the  many  ways  we  live  up  to 
the  name  The  Performance  Company.  4mm 

PHILLIPS  PETROLEUM  COMPANY 


copy  of  our  annual  report,  call  918-661-370^,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  BartlesviHe,  OK  74004, 

or  visit  Us  at  www.phillips66.com. 


accenture.com 


Chinese  To  Become  #1 
Web  Language  by 2007 


{ Now  it  gets  interesting.} 
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Bacteria  Tested 
as  Digital  Circuit 

Use  in  Chips  May  Dwarf  Silicon 
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the  German  rescue  duo  doesn't 
rn  Chrysler  around  soon,  Daim- 
Chrysler's  chairman,  Jiirgen 
hrempp,  will  be  gone.  Then 
irysler  will  face  real  trouble. 


10BYN  MEREDITH 

SCORES  OF  DAIMLER- 
Chrysler  employees  were 
tucking  into  their  lunches 
in  the  company  cafeteria 
when  their  newest  bosses, 
Dieter  Zetsche  and  Wolf- 
gang Bernhard,  walked  in 
ying  lunch  trays.  Two  days  earlier 
had  announced  that  the  company 
Id  shed  26,000  jobs,  about  one-fifth 
Chrysler's  workers.  Zetsche,  a  lanky 
nan  with  a  disarmingly  dry  wit  and 
ilrus  mustache,  sat  down  at  a  table 
i  seven  workers.  Within  a  few  mo- 
its  he  had  them  laughing — even 
igh  at  least  one  of  his  lunch  pals  will 
y  be  out  of  work  soon. 
Zetsche  and  Bernhard  are  the  Bat- 
i-and-Robin  team  sent  from  head- 
ters  in  Stuttgart  to  fix  all- American 
ysler.  But  jovial  lunches  aside,  they 
t  have  a  lot  of  time  for  niceties.  The 
pany's  announced  recovery  plan,  in- 
ing  massive  layoffs  and  shuttered 
)ries,  must  work  quickly — or  Daim- 
hrysler  Chairman  Jiirgen  Schrempp 
d  be  out  of  a  job.  He  probably  has 
than  a  year  to  get  Chrysler  making 


money  again — an 
even  tougher  job  if  the 
American  economy 
stays  in  a  funk. 

Chrysler  execu- 
tives face  a  Faustian 
bargain.  They  have  no 
love  for  Schrempp, 
who  admitted  his  du- 
plicity in  promising  a  "merger  of 
equals."  Yet  without  him,  they  know 
they  have  even  less  leverage  in  Daimler- 
Chrysler's  poisonous  palace  intrigues  in 
Germany,  where  Mercedes  executives 
largely  rule.  With  Schrempp  gone,  there 
would  be  no  telling  Chrysler's  future.  It 
might  be  nursed  back  to  health.  But  it 
could  also  be  broken  up  and  sold  for 
scrap — or  left  withering  within  Daim- 
lerChrysler's  empire. 

If  Schrempp  is  fired  he  has  only  him- 
self to  blame.  Chrysler's  immediate 
troubles  stem  not  so  much  from  a  falter- 
ing economy  but  from  a  spectacularly 
ill-timed  push  by  Schrempp  to  pump  up 
earnings  early  last  year. 

Here's  what  happened.  During  the 
throes  of  the  merger,  DaimlerChrysler 
predicted  that  Chrysler  would  earn 
more  than  $5  billion  in  2000,  about 
what  it  earned  in  1999.  In  late  1999 
Chrysler  President  James  P.  Holden 
began  telling  Schrempp  and  Daimler- 
Chrysler's  management  board  that 
Chrysler  could  be  counted  on  to  deliver 
only  $2.5  billion.  The  reason:  Chrysler 
would  have  to  spend  billions  gearing  up 
factories  to  churn  out  new  model  intro- 


ductions just  as  an  economic  slowdown 
was  expected  to  hit. 

This  comes  from  an  ex-Chrysler  ex- 
ecutive who  is  an  ally  of  Holden  and  of 
Robert  J.  Eaton,  the  retired  Daimler- 
Chrysler  cochairman:  "We  kept  adjust- 
ing the  forecast  as  we  went  through  the 
year,  telling  Schrempp,  'It's  not  there,  it's 
not  there.'  "  But  the  mandate  from 
headquarters  was  "Save  the  second 
quarter  at  all  costs." 

Under  pressure,  Chrysler  built  about 
75,000  more  cars  and  trucks  than  its 
dealers  could  sell — a  15%  overage — and 
shipped  them  to  dealers  in  the  second 
quarter  as  fast  as  it  could.  Channel-stuff- 
ing is  what  they  call  this  behavior  in  the 
electronics  business.  But  it's  legitimate 
under  the  accounting  rules.  That  Dodge 
Neon  is  revenue  to  Daimler  when  it  ar- 
rives on  a  dealer's  lot,  not  when  it  leaves. 

While  other  automakers  were  piling 
on  ever-higher  rebates,  Chrysler  didn't. 
That  slowed  sales  by  dealers  but  not — 
at  least,  not  right  away — by  the  manu- 
facturer. Chrysler  turned  in  profits  of 
$1.1  billion,  on  top  of  the  $1.3  billion  it 
earned  in  the  first  quarter,  putting  it 
just  short  of  its  $2.5  billion  target  for 
the  first  half. 

But  the  boost  was  predictably  short- 
lived. The  pile-up  of  inventory  forced 
higher  rebates  and  other  incentives  in 
the  third  and  fourth  quarters,  which 
drained  profits.  Chrysler  showrooms 
overflowed  with  unsold,  old-model 
minivans  just  as  the  new  models  began 
to  arrive  in  August,  and  competitors 
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Chrysler's  market  share  has  risen 
steadily  since  1980... 


50% 


i°/    H  General  Motors       |Ford      ■  Chrysler 
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Market  share 


...and  its  overall  number  of  workers 
started  to  grow  until... 

700  


Total  U.S.  employees  (thousands) 


...by  2000  it  had  more  per  market 
share  than  GM  and  Ford. 
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GM  employment  includes  a  small  number  of  white-collar  workers  in  Mexico  and  Canada.  Market-share  numbers  for  2000  exclude  GM's  and  Ford's  recently  acquired  European  brands. 
GM's  2000  workers  excludes  Delphi  Automotive  Systems  workers,  since  GM  spun  off  the  auto  parts  unit.  Ford  s  2000  workers  estimated;  excludes  44.000  Visteon  workers  technically 
on  Ford  s  payroll,  which  Visteon  pays  for.  Sources:  Ward's  AutoinfoBank:  GM;  Ford;  DaimlerChrysler. 


flooded  the  market  with  incentives. 

In  the  third  quarter,  with  car  sales 
slowing,  Chrysler  lowered  prices  of  pop- 
ular minivans  by  $380  to  $19,800.  In  ad- 
dition it  offered  $3,000  rebates  on  the 
old  models  and  $1,000  on  some  of  the 
new  models.  A  $3,000  mistake  on 
monthly  sales  of  roughly  30,000  mini- 
vans  quickly  adds  up  to  a  $90-million-a- 
month  mess.  Do  it  for  three  months  and 
you're  halfway  to  losing  half  a  billion  in 
the  quarter. 

Chrysler  executives  messed  up  with- 
out Schrempp's  help,  too.  Flush  with 
record  profits  in  the  1990s,  the  company 
added  costs  to  its  cars  and  trucks,  ex- 
pecting to  be  able  to  charge  more  for 
them.  Instead,  car  pricing  turned  defla- 
tionary. A  base  model  of  the  new 
Chrysler  minivan  costs  $500  more  to 
build  than  the  comparable  old  model, 
but  it  sells  for  less. 

Chrysler's  troubles  have  led  to  wish- 
ful thinking  of  bringing  back  its  "dream 
team"  executive  suite,  including  Robert 
A.  Lutz,  Holden,  designer  Thomas  C. 
Gale  and  engineer  Francois  J.  Castaing. 
They  have  been  approached  by  in- 


vestors, but  no  one  appears  to  have  fi- 
nancing to  make  a  credible  bid  to  buy 
Chrysler. 

Instead,  Chrysler  is  now  led  by 
Zetsche  and  Bernhard,  two  of  the  most 
hated  men  in  Detroit  when  Schrempp 
appointed  them  last  November.  To  un- 
derstand what  they  faced,  the  two  read 
Internet  chat-room  dialogues  that  were 
filled  with  anti-German  diatribes.  Three 
months  later  they're  finding  remarkable 
support.  By  the  time  they  announced 
Chrysler's  job  cuts  no  one  was  bashing 
in  Mercedes-Benzes  with  baseball  bats. 
They've  come  across  as  credible  and 
have  been  able  to  distance  themselves 
from  Schrempp. 

Zetsche,  47,  built  credibility  by 
bringing  only  Bernhard  with  him,  not  a 
big  team  from  Germany.  And  to  stem 
the  potential  brain  drain,  he  has  con- 
vinced many  senior  Chrysler  execs  that 
he  needs  most  of  them  to  stay. 

The  duo  has  also  embraced 
Chrysler's  traditional  emphasis  on  inno- 
vative design.  The  shrinkage  in  white- 
collar  employment  will  be  20%  compa- 
nywide,  but  only  10%  among  the  staff 


working  to  develop  future  cars  ar 
trucks.  In  meetings  "Wolfgang  wants 
know  why  the  PT  Cruiser  we're  showir 
doesn't  have  18-inch  wheels,"  sa; 
Trevor  Creed,  Chrysler's  senior  vu 
president  of  design.  Bernhard,  40,  an  ii 
tense  engineer  with  an  M.B.A.  from  Cc 
lumbia,  is  both  an  unabashed  car-lovi 
and  a  stickler  for  cost-cutting. 

Still,  there  will  be  more  bad  ne\< 
soon.  On  Feb.  26  DaimlerChrysler 
scheduled  to  report  its  fourth-quarte 
results.  Chrysler  is  expected  to  lose  SI. 2 
billion,  more  than  twice  its  third-quartc 
loss.  Look  for  kitchen-sink  charges  of ; 
least  $2.5  billion  in  the  first  half  of  th 
year.  The  company  will  also  lay  out 
strategy  for  fixing  Mitsubishi,  in  which 
owns  a  controlling  34%  stake,  and  fc 
shoring  up  its  struggling  Freightline 
truck  operation.  DaimlerChrysler 
stock  price  has  fallen  from  $84  when  th 
merger  was  completed  in  Novembe 
1998,  to  a  recent  $48. 

Chrysler  is  settling  back  into  its  tre 
ditional  role:  the  scrappy,  underdog  a. 
company  planning  yet  another  come 
back.  Rev  up  the  Batmobile.  I 
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Very  nice.  But  can  it  download  a  jpeg? 
With  innovative  FBAR  filter  technology, 
Agilent  helps  make  the  next  generation  in 
miniature  wireless  communication  devices 
possible.  So  you  can  do  more  with  less. 
Imagine  videoconferencing,  email,  family 
photos  and  Internet  right  there  on  your 
wrist.  Not  to  mention  the  time  of  day. 


Agilent  Technologies 

Innovating  the  HP  Way 

Agilent  Technologies  is  a  new  company 
composed  of  the  former  Hewlett-Packard 
test  and  measurement,  chemical  analysis, 
semiconductor  components  and  medical 
products  businesses,  www.agilent.com 


Major  Hang  Up 

With  top-notch  engineering,  Motorola  once  owned  the 
wireless  business.  So  why  is  it  now  flat  on  its  back? 


BY  MARK  TATGE 

REPORTS  OF  MOTOROLA'S  RE- 
birth  have  been  greatly  exag- 
gerated. The  hoped-for  turn- 
around— trumpeted  with 
great  fanfare  by  Christopher 
Calvin,  grandson  of  the  company's 
founder,  after  he  took  over  as  chief  ex- 
ecutive in  January  1997 — is  still  very 
much  a  work  in  progress.  If  progress  is 
the  right  word:  The  Schaumburg,  111.— 
based  electronics  giant  keeps  stepping 
back  from  its  own  expectations. 

Everyone  would  like  to  forget 
fourth-quarter  2000  results,  when  earn- 
ings dropped  41%  from  the  year-earlier 
period.  The  one  bright  spot:  the  broad- 
band communications  unit — 8.4%  of 


its  $37.5  billion  in  annual  revenues — 
where  sales  of  cable  modems  and  digi- 
tal set- top  boxes  jumped  50%  or  more. 
But  orders  for  semiconductors,  19.3% 
of  revenues,  declined  19%.  And  Mo- 
torola posted  a  $375  million  loss  in  its 
major  business,  the  personal  communi- 
cations sector  (32.5%  of  sales). 

This  year  isn't  looking  any  better.  In 
January  Motorola  shuttered  its  biggest 
cell  phone  plant  in  the  U.S.,  zapping 
2,500  jobs,  just  five  years  after  it  opened 
the  Harvard,  111.  factory.  But  even  out- 
sourcing won't  do  much  to  improve  its 
cellular  unit  in  the  near  term:  The  com- 
pany is  warning  Wall  Street  to  expect 
lower  results  during  this  year's  first  half. 
All  this  while  the  company  is  veering  off 


into  uncharted  territc 
with  another  venture  (| 
box,  p.  72). 

Hard  to  remember  tl 
just  three  years  ago  M 
torola  dominated  the  U 
handset  market  as  us« 
flocked  to  its  StarT. 
clamshell  model.  But  since  then 
share  of  the  $129  billion  global  marl 
for  handsets  has  shrunk  from  22% 
13%,  and  is  still  falling.  Costly  effor 
such  as  retooling  its  bloated  pho 
lineup  and  developing  handsets  capal 
of  surfing  the  Internet,  have  done  lit 
to  stem  the  downward  spiral. 

Competition  from  overseas  is  o 
reason  Motorola  lost  the  lead.  Peop 
instantly  took  to  the  cute  easy-to-u 
devices  of  Finland's  Nokia,  the  work 
largest  maker  of  mobile  phones,  wi 
their  interchangeable  plastic  colon 
skins,  games  and  customizable  setting 
Ericsson  also  got  into  the  act,  offerii 
smaller,  fighter  phones. 

It  wasn't  only  the  lack  of  popul 
features  that  got  Motorc 
in  trouble.  The  compai 
made  some  bad  technolo 
ical  calls,  betting  incorred 
that  the  phone  mark 
would  move  slowly  fro 
analog  to  digital  transmi 
sion.  Today,  90%  of  tl 
world's  700  million  mobi 
phones  are  digital. 

Motorola  made  tl 
switch,  but  adapted  to  tl 
market  with  clunky,  neeo 
lessly  complicated  di 
vices — belying  its  genii 
for  clever  technology.  Th 
was,  after  all,  the  compar 
that  pioneered  the  transi 
torized  car  radio,  the  pag» 
and  the  cellular  telephon 
But  in  a  striking  case  c 
overengineering,  Motoro 
now  makes  several  hur 
dred  different  phones  wit 
few  common  component 
Compare  that  to  Nokia 
six  sleek  platforms  the 
share  keypads,  displa> 
and  internal  component 


ingenuity 
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/elop  software  for  the  intelligent. We  create  e-marketplaces  for  the  resourceful. We  apply  our  own  ingenuity  to 
ius  companies  to  make  them  faster,  smarter  and  exponentially  more  valuable.  So  far,  we've  created  more  than 
ion  in  value  for  over  950  companies  worldwide.  Want  some?  Contact  us  at  www.i2.com  or  1-877-926-9286. 


Powering  the  Bottom  Line.1 


MOTOROLA 


That  may  explain  why  Nokia  notched 
a  19%  pre-tax  operating  margin  in  its 
fourth  quarter;  Motorola's  cell  phone 
division  barely  managed  2%. 

Motorola  vows  to  make  the  neces- 
sary improvements.  "I  think  we've  got  a 
good  understanding  of  the  bumps  and 
mistakes  that  were  made  along  the 
way,"  says  Leif  G.  Soderberg,  senior  vice 
president,  who  contends  that  a  rebound 
is  already  afoot.  To  restore  profitability, 
Motorola  is  paring  down  to  three  basic 
platforms,  outsourcing  production, 
trimming  costs  and  simplifying  the 
handset's  software. 

But  Wall  Street  isn't  buying  it.  Mo- 


torola's shares,  recently  at  $19,  are  just 
where  they  were  five  years  ago.  "During 
the  past  decade  Motorola  has  been  one 
of  the  most  disappointing  American 
technology  companies,"  says  Lynn 
Yturri,  manager  of  Bank  One's  One 
Group  Equity  Income  Fund.  "They  had 
the  products  and  the  market  share,  and 
they  just  blew  it."  Yturri  says  he  reluc- 
tantly views  this  former  growth  com- 
pany as  a  value  play:  "I  don't  think  it  can 
go  down  much  more." 

Or  could  it?  Gartner  Dataquest  pro- 
jects cell  phones  sales  growth  will  slow 
to  15%  a  year  between  now  and  2004, 
one- fourth  the  rate  of  growth  between 


1995  and  1999.  Most  of  those  sales  w 
be  replacement  handsets,  suggesting  th 
manufacturers  like  Nokia,  with  a  31 
share,  will  have  an  edge.  Among  nei 
comers  and  customers  willing  to  swit< 
brands,  Motorola  no  longer  has  ju 
Nokia  to  contend  with:  Matsushita  Ele 
trie,  Siemens  and  Mitsubishi  are  mo 
ing  in.  Motorola's  13%  share  is  not  sa: 
In  January  the  Swedish  Ericsson,  tl 
number  three  handset  maker,  threw 
the  towel  by  bailing  out  of  nearly  all 
phone  manufacturing.  It  plans  inste; 
to  focus  on  its  more  profitable  netwo 
infrastructure  unit.  Perhaps  Galv 
should  do  the  same. 


Chip  Off  the  Old  Block? 

Motorola  was  one  of  the  first  companies  to  get  into  the 
semiconductor  business  and  eventually  made  chips  for 
cell  phones.  Recently  it  moved  into  a  very  different 
kind  of  chipmaking  business— biological  chips.  These  are  tiny 
slides  of  glass  covered  with  molecules  that  are  used  to  test  how 
genes  interact.  Apart  from  the  fact  that  they  are  both  called 
chips,  there  isn't  much  of  a  connection  between  the  biological 
research  chips  and  Motorola's  mainstay 
business  as  an  electronics  manufacturer. 

"I  don't  think  it's  a  good  fit,  but  that 
hasn't  stopped  Motorola  from  doing  things 
in  the  past,"  shrugs  Paul  Sagawa,  a  commu- 
nications-equipment analyst  with  Alliance 
Capital  Management's  Sanford  C.  Bernstein 
unit. 

Motorola  spent  $280  million  last  year  to 
buy  biochip  maker  Clinical  Micro  Sensors. 
Other  ventures,  ranging  from  genetic  data- 
bases to  chemicals,  bring  Motorola's  outside 
spending  in  biotech  to  an  estimated  $500 
million. 

There's  potential  here,  but  nothing  in  the 
near  future  to  radically  change  the  direction 
of  a  $38  billion  electronics  company.  Rud- 
yard  Istvan,  who  oversaw  Motorola's  Life 
Sciences  unit  until  quirting  last  fall,  says  he  planned  to  gener- 
ate around  $100  million  in  sales  by  this  year's  end,  then  "sev- 
eral hundred  million  dollars"  in  sales  soon  thereafter.  Long 
term?  "There  is  certainly  nothing  to  suggest  that  there  isn't 
enough  opportunity  There  for  us  to  make  it  a  third  pillar  of  the 
company,"  asserts  George  Turner,  who  runs  Life  Sciences. 

Motorola  built  itself  on  bold  technological  forays.  Founder 
Paul  Galvin  moved  from  car  radios  (that's  how  it  got  its  name) 
to  walkie-talkies.  His  son.  Robert  Galvin,  took  the  company  into 
semiconductors  and  cell  phones.  Christopher  Galvin,  grandson 


Test  case:  iconix's  Keith  Bostian 


of  the  founder  and  chief  executive  since  1997,  picked  biotec 
for  his  strategic  move. 

"Chris'  view  was,  'It's  our  generation's  turn,'  meaning  hi 
and  me  and  the  rest,"  recalls  Istvan.  "What  was  the  new  sc 
ence  we  were  going  to  leap  on?  And  the  neatest  thing  going 
genomics.  So  we  leapt." 

Galvin  is  passionate  about  the  life  sciences  business,  eve 
comparing  it  in  one  interview  with  the  invei 
tion  of  the  transistor.  But  perhaps  aware 
Wall  Street's  dim  view  of  impure  plays  ar 
the  long-term  payoff,  the  company  has  bee 
giving  its  Life  Sciences  division  a  low  profil 
"Anytime  an  investor  hears  the  term  bioteel 
nology  or  DNA  chip,  they  become  fearful 
says  Michael  Becker,  a  biotech  analyst ; 
Wayne  Hummer  Investments. 

Those  analysts  who  are  aware  of  Mc 
torola's  biotech  business  see  flaws.  Dai 
Rauscher  Wessels  biotech  analyst  Todd  Ne 
son  says  there's  little  to  distinguish  Mc 
torola's  biochips  from  those  of  other  nev 
comers,  including  Corning  and  Agilent,  an 
that  management  turnover  could  hurt  tf 
business. 

But  customers  aren't  unhappy.  "Th 
ultrahigh  manufacturing  prowess  that  Motorola  has  in  the 
semiconductor  business  is  definitely  translatable  over  to  thes 
biochips,'  says  Keith  Bostian,  chief  executive  of  Iconix  Phai 
maceuticals,  which  is  using  Motorola  biochips  to  assembl 
chemical  genomic  data  to  help  in  drug  research. 

Motorola  eventually  hopes  to  target  clinical  application 
for  its  biochips.  The  day  may  come  when  routine  annua!  phys 
icals  will  include  tests  for  dozens  of  different  diseases,  a 
done  on  a  Motorola  chip  in  the  doctor's  office.  But  that  day  i 
a  long  way  off.  —Elisa  William 
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)st  telecom  startups  are 
omed.  Clark  McLeod  will 
rvive  to  own  their  assets. 


UENTIN  HARDY 

g|L  LARK  MCLEOD  HAS  SEEN  THIS 

^|  mess  before:  Wall  Street  loves 
telecom  deregulation,  so  it 

JM  throws  billions  at  bad  busi- 
nesses.  A  bloodbath  ensues. 

survivors  remake  their  markets. 

he  gets  rich. 

it  least,  he  did  after  long-distance 
ce  was  deregulated,  emerging  from 
1980s  shakeout  with  a  company 
MCI  bought  for  $1.25 
3n  in  1990.  Now  Mc- 
1  competes  in  the  even 
;r  chaos  of  local  phone 
ce — and  he  looks  to  be 


the  acquirer.  The  1980s  were  "a 
bake  sale  compared  to  now," 
says  McLeod,  the  54-year-old 
founder  and  co-chief  executive 
of  McLeodUSA.  "There  are 
more  disruptive  trends  going  on  than 
in  any  other  business." 

McLeod  has  built  a  cash-generating 
business  based  on  the  humble  phone 
book — a  big  difference  from  the  stan- 
dard high-tech,  high-cost  telecom  new- 
comer. McLeod  used  the  money  from 
the  books  to  augment  his  local,  long- 
distance and  high-speed  Internet  ser- 
vices, serving  smaller  businesses  in  sec- 
ond- and  third-tier  markets.  They 


spend  an  estimated  $84 
billion  a  year  on  phone 
services  and  don't  get 
the  same  attention  from 
the  Bells  that  big  com- 
panies do. 

Today  McLeodUSA 
has  cobbled  together  18 
telecom  companies,  at  a 
cost  of  $4  billion,  and 
sells  service  from  136 
cities  in  25  heartland 
states.  The  buying  is  get- 
ting bigger:  Its  2000  rev- 
enues of  $1.4  billion 
yielded  a  net  loss  of 
$530  million,  largely 
from  purchases  of  a  re- 
gional phone  company 
for  $530  million  and  a 
nationwide  data  net- 
work for  $840  million. 
Earnings  before  interest, 
taxes,  depreciation  were 
$60.8  million. 

McLeod  has  plenty 
of  other  candidates  for 
purchase  now,  thanks  to 
the  carnage  among 
scores  of  competitive 
local  exchange  carriers, 
or  CLECs,  that  sprang  up 
to  challenge  incumbent 
Bells  after  a  1996  law  sought  to  crack 
the  local  monopolies. 

CLECs  sold  everything  from  regular 
service  to  high-speed  digital  subscriber 
lines.  Most  liked  technology,  but 
weren't  good  enough  at  customer  ser- 
vice to  really  bother  the  Bells.  ICG 
Communications,  which  filed  for 
Chapter  1 1  in  December,  specialized  in 
its  own  fancy  offices  and  selling  ad- 
vanced optical-transport  capacity.  DSL 
providers  like  Covad  and  NorthPoint 
Communications  compounded  the 
problem  by  selling  their  expensive  tech- 
nology to  Internet  service  providers. 
These  turned  into  deadbeat  accounts; 


"There  isn't  anyone  of  significance 
I'm  not  talking  to  every  30  to  60  days. 
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NorthPoint  filed  for  bankruptcy  in  Jan- 
uary, and  Covad  is  on  the  ropes. 

Five  years  after  dereg,  the  incum- 
bents still  hold  a  93%  market  share,  and 
the  bills  have  come  due  on  the  CLECs. 
Yet  in  McLeod's  home  state  of  Iowa,  the 
outfit  has  30%  of  business  lines.  The 
other  CLECs,  he  says,  "didn't  identify 
the  opportunity;  they  all  looked  at  the 
Internet.  Is  the  Internet  controlled  by  a 
monopoly?  Hell  no,  there  are  thou- 
sands of  providers.  What  is  the  pro- 
tected monopoly?  Local  service." 

The  17  CLECs  that  have  gone  public 
have  shed  a  collective  $53  billion  of 
market  cap,  off  58%  from  their  highs. 
McLeodUSA  represents  $6  billion  of 
that  loss,  but  the  stock  is  still  400%  over 
its  1996  debut.  In  January,  when  most 
CLECs  couldn't  raise  a  dime,  McLeod 
sold  $750  million  in  high-yield  debt. 

"The  market  thinks  McLeod  will 
look  to  buy  other  CLECs  that  meet  its 
investment  criteria — ones  with  com- 


plementary network  assets  that  won't 
compromise  McLeod's  funding  posi- 
tion," says  Trent  Spiridellis,  an  analyst 
at  Banc  of  America  Securities.  McLeod 
shares  haven't  moved  much  lately,  pos- 
sibly out  of  concern  over  how  much 
debt  McLeod  might  incur  in  a  binge 
(see  table  for  possible  targets). 

One  likely  candidate  is  Focal  Com- 
munications, which  serves  businesses 
but  depended  on  too  many  faltering  In- 
ternet service  providers  for  revenues. 
Focal  Chief  Executive  Robert  Taylor 
says  he  has  no  plans  to  sell,  but  adds 
that  France  Telecom  or  McLeod  would 
fit  Focal  well.  Allegiance  Telecom  in 
Dallas  also  is  viewed  as  a  takeover  pos- 
sibility. "Anybody  out  there  has  a  50-50 
chance  of  being  acquired,"  says  Alle- 
giance Chief  Royce  Holland. 


McLeod  says  "There  isn't  anyone  of 
significance  I'm  not  talking  to  every  30 
to  60  days."  He  has  also  brought  in  just 
the  kind  of  guy  you  want  in  a  consoli- 
dation— Roy  Wilkens,  who  unified  the 
systems  of  35  companies  acquired  in 
the  building  of  WorldCom. 

Given  how  many  companies  are 
struggling,  McLeod  could  just  buy  se- 
lected assets  once  a  company  falters. 
Last  May  GST  Telecommunications 
filed  for  bankruptcy  with  $  1 .2  billion  in 
debt.  Time  Warner  Telecom,  44%- 
owned  by  AOL  Time  Warner,  got  the 
parts  it  wanted  over  the  summer  for 
$690  million.  Another  likely  survivor  is 
Craig  McCaw's  XO  Communications, 
which  sells  data  services  to  U.S.  and 
multinational  companies.  Both  firms 
say  they  don't  plan  any  big  deals. 

Originally  a  junior-high  math 
teacher,  McLeod  got  into  the  long-dis- 
tance business  soon  after  a  1981  ruling 
forced  AT&T  to  sell  services  to  MCI.  His 


company,  TelecomUSA,  got  big  enough 
to  consider  buying  out  other  newcom- 
ers but  instead  sold  out  to  MCI.  McLeod 
walked  away  with  about  $50  million 
and  tried  philanthropy — briefly.  "I  de- 
cided I  was  better  at  creating  jobs  for 
people  than  giving  money  away,"  he 
says.  (He  now  employs  1 1,000  people  at 
McLeodUSA,  and  his  12%  stake  is 
worth  $930  million.) 

The  Cedar  Rapids,  Iowa  native  re- 
turned home  and  called  Stephen  Gray, 
a  TelecomUSA  vet  at  MCI.  Gray  is  now 
co-chief  executive  of  McLeod.  Instead 
of  focusing  on  technology,  the  two 
studied  Wal-Mart,  which  focused  on 
rural  markets  and  customer  service. 

McLeod  made  his  big  move  with 
the  phone  book,  since  directory  ads  are 
a  Bell's  most  profitable  business.  Also, 


"Once  you  get  in  somebody's  hou 
they  think  you're  a  phone  compan 
says  McLeod — putting  a  catalog  of  s« 
vices  in  each  book.  McLeod  and  Gray 
no-nonsense  salesman,  realized  t; 
Bells  limited  their  books'  distribute 
to  their  network  areas.  Advertise 
wanted  to  reach  further  out.  Wi 
broad  distribution  and  color  mar. 
McLeod's  books  caught  on.  Its  sale 
men  could  also  offer  phone  servic 
which  McLeod  leased  from  the  Bells. 

The  strategy  still  works  because,  fi 
years  into  dereg,  a  small  business'  ave 
age  monthly  local  phone  bill  remai. 
about  $40  per  line.  As  a  resells 
McLeod  gets  local  access  to  custome 
at  $15  a  month.  He  figures  he  can  m 
dercut  the  Bells  at  $35.  Factoring 
marketing  and  other  costs,  gross  ma 
gins  can  still  approach  50%. 

McLeod  also  bundles  Internet  ar 
long-distance  services  in  one  bill  ar 
suggests  ways  customers  can  get  t 
with  fewer  lines.  Salesmen  are  held 
Gray's  "beat  cop"  schedule  of  continu 
customer  visits.  If  more  than  0.55%  < 
a  region's  customers  leave  McLeodUS 
in  a  single  month,  Gray  is  notified. 

To  some  of  McLeod's  customer 
service  counts  for  even  more  tha 
price.  "Out  here,  the  other  guys  can  t 
pretty  slow,"  says  Butch  Coleman,  wh 
owns  the  Radiator  King  heating  con 
pany  in  Hiawatha,  Iowa. 

As  cash  flow  builds,  McLeodUSA  ir 
vests  in  its  own  infrastructure,  increa: 
ing  margins  and  branching  into  hig 
tech  as  needed.  This  includes  custor 
software  that  calculates  the  services  an 
rates  of  each  market,  in  order  to  bette 
undercut  the  Bells.  McLeod  will  spen 
more  than  $100  million  on  an  experi 
mental  fiber  network  that  provision 
new  lines  and  monitors  system  bottle 
necks  anywhere,  from  a  phone  switc 
to  a  particular  truck  driver. 

McLeod  worries  most  abou 
staffing  for  growth.  "Anybody  wh 
thinks  this  isn't  survival  of  the  fittest  i 
kidding  themselves,  and  that  starts  wit 
people.  There  are  quality  people  ou 
there,"  he  says.  But  so  far,  of  the  com 
panies  he  has  bought,  "We  just  haven 
kept  a  lot  of  the  CEOs."  I 


M&Aon  Line  One!  

Clark  McLeod  won't  say  what  he's  buying  next,  but  there  are  a  handful  of  beat-up 
local  phone  companies  that  could  meet  his  investment  criteria.  Here  are  a  few. 

 PB1CI   Debt/ 

52-week  Sales2       Profit2  capital 

Company  recent1        high        low         ($mil)        ($mil)  (%) 

Allegiance  Telecom  $28.56      $110.08    $12.81        $229       $-251  54% 

Focal  Communications  14.25         85.00       6.06         203  -81  64 

ITC  DeltaCom  7.94        43.50      AM         334  -59  70 

'Prices  as  of  Feb.  7.  2Latest  12  months.  Sources.  Market  Guide  and  Interactive  Data  Corp  via  FactSet  Research  Systems. 


74  FORBES" 


CRM 

SOFTWARE 


SALESF0RCE.COM 


We've  taken  software  out  of  the  equation  forever.  With  salesforce. corn's 
online  Customer  Relationship  Management  (CRM)  service  you  share, 
leverage,  and  manage  your  customer  information  online 
immediately.  There's  no  software  to  buy,  install,  or  maintain. 
No  huge  up-front  costs.  For  just  $50  per  user  per  month,  your 
entire  sales,  support,  and  marketing  teams  can  be  up,  running, 
and  focused  on  your  customers.  For  a  limited  time,  sign  up  online 
and  your  first  five  users  are  FREE  for  the  first  12  months.  Call  us  at 
1-800-NO-SOFTWARE  or  better  yet,  visit  us  online  at  www.salesforce.com. 


salesforce.com 

Point.  Click.  Close. 

saksforife.com.  All  rights  reserved. 


Brace 
Yourself 

Orthodontic  Centers 
of  America  can  make 
a  decent  business 
look  better  than  it  is. 
The  secret:  booking 
revenues  faster  than 
expenses. 

BY  BRETT  NELSON 

PROVIDING  HEALTH  CARE 
services  is  a  tough  business 
these  days  but  Orthodontic 
Centers  of  America  seems  to 
have  found  a  prescription 
for  fat  profits.  It  reported  earnings  of 
$63  million  last  year  on  revenues  of 
$295  million,  for  a  21%  net  margin  that 
was  the  highest  in  the  Market  Guide 
"health  care  facilities"  sector.  Earnings 
per  share  climbed  32%  to  $1.27.  Behind 
these  stunning  numbers:  Bartholomew 
Palmisano,  54,  OCA's  chief  executive, 
and  his  30-year-old  son,  Bart  Jr.,  chief  fi- 
nancial officer. 

Hold  off  buying  shares  of 
this  outfit — which  trade  at 
$22,  or  17  times  trailing 
earnings — until  you  have 
deciphered  OCA's  bizarre  ac- 
counting. You  may  conclude 
OCA  is  making  a  good  deal 
less  than  the  reported  $1.27. 

Ponte  Vedra,  Fla. -based 
OCA  is  in  the  business  of 
helping  orthodontists  hustle 
up  clients  and  collect  their 
bills.  A  dentist  who  signs  up 
agrees  to  a  60/40  split  of  cash 
operating  profits  from  the 
practice.  All  expenses,  rang- 
ing from  hygienists'  claries 
to  office  rent  to  advertising 
(but  not  incluc 
for  the  orthoc* 


taken  off  the  top.  The  doctor  then  keeps, 
as  his  or  her  compensation,  60%  of 
whatever's  left.  Why  would  an  ortho- 
dontist agree  to  give  away  40%  of  his 
operating  income  to  an  outside  firm? 
Because  OCA  can  make  that  income 
higher  than  it  would  otherwise  be — 
with  clever  marketing,  patient-schedul- 
ing software  and  other  support. 

An  OCA-affiliated  orthodontic  office 
typically  charges  just  under  $3,300  for  a 
26-month  treatment,  and  offers  a  no- 
money-down,  interest-free  plan.  Pa- 
tients make  equal  monthly  payments  of 
about  $110  over  the  first  25  months, 
then  a  balloon  payment  to  remove  the 
braces  in  the  last  month. 

Now  for  the  weird  accounting.  OCA 
records  as  revenue  not  the  $3,300  but  a 
lesser  amount — $3,300  minus  the  pay- 
out to  the  dentist,  which  is  typically 
$1,200  (the  exact  amount  depends,  of 
course,  on  how  profitable  this  particular 
dentist's  office  is).  So  the  "net  revenue" 
line  shows,  in  this  example,  $2,100.  OCA 
then  picks  up  all  the  expenses  on  its 
profit-and-loss  statement.  If  the  ex- 
penses come  in  at  $1,300,  OCA's  operat- 
ing profit  would  be  $800.  That's  net  be- 
fore depreciation,  interest  and  taxes. 

Stranger  still  is  the  timing  of  the  rev- 
enue and  cost  figures.  The  orthodontists 
sign  agreements  obliging  them  to  fork 
over  to  OCA  24%  of  a  patient's  contract 
amount  in  the  very  first  month.  In  our 


example,  the  sum  would  be  close 
$800.  Now,  if  this  is  a  new  or  fast-gro 
ing  dental  office,  the  orthodontist  wo 
have  the  cash — remember,  the  patiei 
pay  by  the  month.  No  problem.  Ot 
takes  an  IOU  from  the  dentist. 

This  complicated  set  of  books  leai 
OCA  with  an  excuse  to  report  as  reven 
that  whole  24% — close  to  $800— wh 
the  patient  walks  in  the  door.  Given  ti 
it  takes  two  years  to  fix  teeth  and  tr 
patients  pay  only  $1 10  the  first  mom 
the  revenue  stream  as  it  appears  < 
OCA's  books  is  front-end-loaded,  to  s 
the  least,  observes  Ashwinpaul  Sond 
chairman  of  the  financial  accountii 
policy  committee  of  the  Association  f 
Investment  Management  8c  Researc 
OCA  records  overhead  costs  (like  rer 
as  soon  as  they  are  incurred. 

What's  wrong  with  front-end- loa- 
ing  the  revenues  on  a  profit-and-lo 
statement?  If  the  business  were  static, 
wouldn't  make  much  difference.  Bi 
this  is  a  growth  company.  OCA  is  signii 
up  new  orthodontists  all  the  time  ar 
getting  more  patient  volume  at  existir 
ones.  Last  year  patient  case  starts  we: 
up  27%  to  160,639. 

Off  Wall  Street  Consulting  Group, 
research  boutique  in  Cambridge,  Mas; 
says  the  combined  effect  of  the  fast-pace 
growth  and  the  hasty  recognition  of  re' 
enue  at  OCA  is  to  mismatch  "net  re^ 
enues"  and  expenses.  Off  Wall  Street  e: 
timates  that  70  cents  a  shai 
is  a  fairer  estimate  of  OCA 
true  earnings  for  2000. 

OCA  says  this  is  prepos 
terous — that  outsiders  can 
properly  evaluate  its  busi 
ness  on  a  per-patient  basi: 
as  Off  Wall  Street  and  other 
have  attempted  to  do.  ;'Say 
practice  starts  off  with  fiv 
staff  people  and  has  20  pa 
tients  in  the  first  month, 
explains  Bart  Jr.  "As  thi 
practice  grows,  those  sam> 
staff  people  can  service  501 
patients,  so  the  cost  per  pa 
tient  is  radically  different." 

Okay,  it's  murky.  Bu 
OCA  hasn't  done  much  t< 
clarify  the  situation.  I 


Where  Money  Is  No  Object 

What  does  it  cost  to  base  environmental  standards  on  religion 
rather  than  on  science  or  economics?  An  infinite  amount. 


BY  IRA  CARNAHAN 
rfB^  HOULD  THE  ENVIRON- 

IK.  mental  Protection  Agency 
^^^^  consider  costs  when  set- 

wn  tint;  air-pollution  stan- 
^B^^  dards?  Under  (  arol  Brow- 
ner, its  Clinton  Administration  boss, 
the  agency  argued  that  the  Clean  Air 
Act  and  past  court  decisions  pro- 
hibit any  such  thing.  It  is  possible 
that  the  new  EPA  director,  Christine 
Todd  Whitman,  will  come  around 
to  a  different  view,  but  her  hands 
may  be  tied.  A  pending  U.S.  Su- 
preme Court  case,  American  Truck- 
ing Associations  et  al.  v.  Browner, 
will  determine  the  issue.  If  the  court 
sides  with  the  interpretation  of  the 
law  advocated  by  Browner,  her  suc- 
cessor will  be  stuck  with  the  result 
unless  and  until  Congress  chooses 
to  rewrite  the  law. 

The  stakes  are  huge.  The  EPA  con- 
cedes that  full  compliance  with  its  new 
smog  and  soot  standards  will  cost  al- 
most $50  billion  a  year.  The  standards 
will  likely  require,  for  example,  costly 
new  controls  on  electrical  generation 
and  auto  emissions.  Even  backyard  bar- 
becues and  wood-burning  stoves  could 
end  up  in  violation. 

"This  means  enormous  costs  for  the 
trucking  industry  and  other  industries," 
warns  Robert  Gasaway,  an  attorney  rep- 
resenting corporate  interests  in  the  case. 
"It's  hard  to  think  of  an  industry  it 
won't  affect." 

Does  the  law  really  say  the  EPA  must 
ignore  costs  in  setting  standards?  It  de- 
pends where  in  the  Clean  Air  Act  you 
look.  Some  phrases  suggest  that  costs 
should  be  considered;  others  suggest 
they  shouldn't.  The  overarching  goal — 
air  standards  "requisite  to  protect  the 
public  health" — isn't  specific  enough  to 
provide  much  guidance. 

The  blame  for  the  ambiguity  falls 
squarely  on  Congress.  Legislators  fail — 


often  on  purpose — to  make  their  inten- 
tions clear.  Vaguely  worded  laws  make 
agreement  easier  to  reach — and  let 
both  sides  claim  victory.  The  result  is 
legislation  that  instructs  agencies  to 
regulate  "to  the  extent  feasible,"  or  to  a 
point  that's  "appropriate."  No  wonder 
judges  are  so  busy. 

It  sounds  venal  to  balance  life  and 
health  against  a  sum  of  money.  But  the 
fact  is  that  people  make  these  trade-offs 
every  day  of  their  lives.  Spend  more 
money  on  a  heavier  car  and  you  can  re- 
duce your  risk  of  death  in  a  collision. 
But  that  may  leave  you  with  less  money 
to  spend  on  a  mammogram. 

It's  possible,  then,  that  a  cosdy  envi- 
ronmental regulation  will  kill  people 
just  by  making  them  less  prosperous 
and  thus  less  able  to  afford  safe  cars, 
frequent  doctor  visits  and  highway 
guardrails.  A  recent  study  by  three 
economists  from  Harvard  University 
and  the  American  Enterprise  Institute, 
tided  "Do  Federal  Regulations  Reduce 
Mortality?"  estimates  that  each  $15 
million  reduction  in  national  income 


caused  by  a  costly  regulation 
suits  in  one  premature  deal 
They  find  that  EPA's  regulatio 
are  especially  likely  to  cause  su 
"induced  fatalities." 

It  sounds  perverse,  but  t 
calculus  of  environmental  trac: 
offs  involves  some  paradoxic 
countereffects.  Like  this  or 
While  smog  is  detrimental 
health  in  most  of  its  effects,  it 
also  beneficial  in  blocking  ultr 
violet  radiation.  The  Departme 
of  Energy  estimates  that  the  nt 
EPA  smog  standard  will,  at  tl 
same  time  it  makes  air  mo 
breathable  for  asthmatics,  al 
cause  several  thousand  cases 
year  of  skin  cancer  and  tens 
thousands  of  cases  of  catarac 
Needless  to  say,  the  EPA  disr 
garded  the  cancers  and  cataracts  in  re 
ulating  smokestacks. 

What's  behind  this  lopsided  EJ 
policy  is  a  quasi-religious  belief  th 
weighing  the  benefits  of  regulatic 
against  the  costs  isn't  moral.  Listen 
Browner  in  a  speech  before  the  N 
tional  Press  Club  last  fall:  "If  we  fir 
ourselves  subjecting  the  health  prote 
tions  of  our  children  and  our  most  vu 
nerable  citizens  to  the  outcome  of  cos 
benefit  analysis,  literally  putting  a  pri' 
on  their  heads,  we  will  have  dishonors 
our  past  and  devalued  our  future." 

Christine  Todd  Whitman  seems 
be  almost  as  queasy  about  economic  ca 
culations.  While  governor  of  New  Je 
sey,  she  vocally  supported  the  EPA's  ne 
standards.  New  Jersey  also  filed  a  bri 
supporting  the  EPA's  ignore-the-cos 
argument  before  the  Supreme  Court. 

If  resources  were  infinite,  Whitma 
could  afford  to  ignore  economics  i 
policing  pollution.  Given  that  resouro 
are  finite,  ignoring  economics  is  goir 
to  have  an  unpleasant  side  effect — 
loss  of  life.  I 
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Reagan  the  Intellectual 


PoMM  View  By  Steve  hLHanke 


A TRUE  INTELLECTUAL  CONVEYS  TO  THE  PUBLIC 
new  ideas  on  a  wide  range  of  subjects,  unearthing 
these  notions  long  before  most  people  do.  That's 
the  essence  of  Nobel  laureate  Friedrich  von 
Hayek's  definition  of  an  intellectual.  In  his  1949 
University  of  Chicago  Law  Review  essay  "The  Intellectuals 
and  Socialism,"  Hayek  also  underlined  that  for  better  or 
worse,  intellectuals  are  more  important  than  most  people 
think.  After  all,  they  shape  public  opinion. 

Economist  Hayek  was  one  of  Ronald  Reagan's  favorite 
thinkers.  And  Reagan,  by  Hayek's  definition,  was  an  intel- 
lectual. Reagan  the  intellec- 
tual? In  Democrat  Clark  Clif- 
ford's memorable  phrase,  the 
former  President  was  "an 
amiable  dunce."  How  wrong- 
headed.  The  recent  publica- 
tion of  Reagan,  In  His  Own 
Hand  (Free  Press,  $30)  has 
sent  most  cognoscenti  into 
their  foxholes.  This  volume, 
with  an  illuminating  preface 
by  George  Shultz,  contains 
259  essays  Reagan  wrote, 
mainly  scripts  for  his  five- 
minute,  five-day-a-week  syn- 
dicated radio  broadcasts  in 
the  late  1 970s.  They  are  awe- 
inspiring  in  their  breadth  of 
subject  matter.  And  they  laid  out  the  philosophical  frame- 
work for  his  presidency. 

Small  wonder  the  Gipper  always  appeared  to  be  relaxed 
and  in  control.  He'd  thought  things  through.  As  someone 
who  was  a  senior  economist  at  the  President's  Council  of 
Economic  Advisors  during  1981-82, 1  saw  his  intellectual 
acumen  firsthand. 

One  of  my  early  assignments  was  to  analyze  the  federal 
government's  landholdings  and  make  recommendations 
about  what  to  do  with  them.  This  was  a  big  job.  These  lands 
are  vast,  covering  an  area  six  times  that  of  France. 

These  so-called  public  lands  represent  a  huge  socialist 
anomaly  in  America's  capitalist  system.  As  is  the  case  with  all 
socialist  enterprises,  they  are  mismanaged  by  politicians  and 
bureaucrats  dancing  to  the  tunes  of  narrow  interest  groups. 
Indeed,  the  U.S.  nationalized  lands  represent  assets  that  are 


It  wasn't  just 
instinct  that  made 
Ronald  Reagan 

want  to  sell 
off  mismanaged 
federal  acreage. 
It  was  careful 
philosophical 
reflection. 


worth  trillions  of  dollars,  y 
they  generate  negative  n 
cash  flows  for  the  gover: 
ment.  I  presented  my  recor 
mendations  to  the  annu 
Public  Lands  Council  meetii 
in  Reno,  Nev.  in  Septemb 
1981.  The  title  of  my  speec 
"Privatize  Those  Lands." 

My  Reno  speech  caused 
stir.  James  Watt,  the  Secreta 
of  Interior,  was  furious  bf 
cause  he  wanted  to  hand  over  the  lands  to  the  states- 
changing  one  form  of  socialism  for  another.  Needless  to  sa 
I  thought  I  was  in  deep  trouble.  Hoping  to  avoid  politic 
immolation,  I  rapidly  sent  my  analysis  to  the  President. 

Much  to  my  surprise,  Reagan  instantiy  responded,  takir 
my  side.  Better,  he  swiftly  made  my  proposals  the  Admini 
tration's  policy. 

He  went  public  in  his  budget  message  for  fiscal  year  198 
when  he  endorsed  privatizing  public  lands:  "Some  of  th 
property  is  not  in  use  and  would  be  of  greater  value  to  soc 
ety  if  transferred  to  the  private  sector.  In  the  next  three  yea 
we  would  save  $9  billion  by  shedding  these  unnecessai 
properties  while  fully  protecting  and  preserving  our  nation 
parks,  forests,  wilderness  and  scenic  areas." 

It  turned  out  that  Reagan  had  already  thought  about  th 
issue.  Reagan,  In  His  Own  Hand  contains  several  essays  o 
the  subject  that  clearly  foreshadowed  his  policy  statemen 
His  1970s  musings  on  public  lands  echo  the  writings  of  ar 
other  fine  thinker,  Adam  Smith.  While  Reagan  never  cite 
Smith,  their  reasoning  was  similar. 

Smith  concluded  in  The  Wealth  of  Nations  (1776)  th« 
"no  two  characters  seem  more  inconsistent  than  those  of  th 
trader  and  the  sovereign,"  since  people  are  more  prodig; 
with  the  wealth  of  others  than  with  their  own.  In  that  veil 
he  estimated  that  lands  owned  by  the  state  were  only  aboi 
25%  as  productive  as  comparable  private  holdings.  Smit 
believed  Europe's  great  tracts  of  crown  lands  to  be  "a  mer 
waste  and  loss  of  country  in  respect  both  of  produce  an 
population." 

Democratic  opposition  stopped  Reagan  from  private 
ing.  One  of  Bill  Clinton's  baleful  final  acts  was  to  declar 
large  swatches  of  national  lands  off-limits  to  commerce 
use.  But  Reagan  the  intellectual  had  it  right  long  ago.  I 
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Rethinking 
Storage  for 
Enterprise 
Survival 


by  John  T.  McArthur 
Vice  President,  Worldwide 
Storage  Research,  IDC 

nformation  is  the  lifeblood  of  the 
modern  enterprise.  Driven  by 
advances  in  the  storage  and  trans- 
mission of  information,  enterprises 
can  make  highly  informed  business 
decisions.  Strategic  thinking  aimed 
at  adjusting  the  direction  of  the  com- 
pany can  now  be  supported  by  analy- 
ses of  information  collected  over 
months  and  years.  Some  of  that 
same  information  can  be  put  to  work 
tactically  to  personalize  interactions 
with  valued  customers  and  to  make 
split-second  adjustments  to  offerings 
and  prices. 

Moreover,  the  opportunity  for 
information  sharing  within  the  enter- 
prise is  far  greater  today  than  ever 
before.  Information  sharing  is  nearly 
instantaneous,  relatively  inexpen- 
sive, and  global  in  scope.  It  is  not 
just  possible,  but  routine,  for  a 
sales  agent  in  Australia  to  call  for 
help  and  receive  engineering  advice 
from  a  colleague  in  France,  collater- 
al materials  from  the  marketing 
department  in  Chicago,  and  a  link  to 
a  relevant  Web  page  from  a  friend  in 
the  next  cubicle. 


Information:  Many  Forms,  Many 
Channels. ..Faster 

Today's  information  comes  in  many 
forms.  Traditionally,  enterprises  have 
thought  of  information  processing  as 
the  crunching  of  numbers  to  monitor 
resources  and  finances  in  the  back 
office.  With  the  explosion  of  personal 
computing  and  enterprisewide  net- 
works, information  has  moved  to  the 
desktops  of  knowledge  workers,  cus- 
tomers, and  partners.  Command  and 
control  functions  have  shifted  from 
voice,  paper,  and  fax  communication  to 
email  and  ecommerce.  Finally,  with  the 
increasing  convergence  of  analog 
telephony  and  data  communication, 
information  communicated  by  voice  can 
be  stored  and  shared  as  well. 

Today's  information  flows  through 
new  channels.  Extranets  now  extend 
the  flow  of  enterprise  information  to 
trading  partners  as  supply  chains 
become  more  tightly  coupled.  The  Inter- 
net provides  access  to  the  enterprise 
by  customers,  be  they  businesses  or 
individuals,  and  detailed  information 
about  customer  behavior  has  become 
yet  another  category  of  information. 


The  Internet  also  reaches  out  tu 
remote  workers  and  branch  operation: 
for  employees  of  the  enterprise.  Wire 
less  extensions  to  the  Internet  will  pre 
vide  access  to  mobile  customers  anc 
employees. 

The  velocity  of  information  flow  i< 
increasing.  Copper  wireline,  optica 
fiber,  and  wireless  networks  are  al 
moving  from  kilobit  speeds  to  megabi' 
speeds  (i.e.,  broadband  communica 
tion).  The  availability  of  global  broad 
band  networks  allows  local  and  region 
al  enterprises  to  reach  out  globally 
Broadband  also  allows  the  consolida 
tion  of  information  at  one  or  severa 
locations  because  rapid  access  over 
long  distances  is  now  commonplace. 

Information  Fuels  Growth  24/7 

Forward-thinking  companies  use 
information  to  fuel  growth.  Consider 
the  concept  of  "business  hours," 
which  is  that  period  of  time  when  cus- 
tomers typically  purchase  goods  and 
services.  All  hours  are  business  hours 
in  this  new  millennium.  High-growth 
organizations  are  reaching  out  to 
aggressively  compete  in  new  markets 
around  the  globe.  And  they  do  so  by 
investing  first  in  their  ability  to  capture 
and  store  information  in  systems  that 
are  nearly  always  available. 

Not  so  many  years  ago.  back-office 
IT  systems  could  be  down  for  hours  or 
even  days  and  the  organization  could 
remain  in  business.  Storage  systems 
could  be  repaired,  maintained,  and 
upgraded  overnight  or  on  the  weekend 
without  harm  to  the  enterprise  revenue 
stream.  Today,  however,  conducting 
business  is  highly  dependent  on  imme- 
diate access  to  the  complete  interre- 
lated mesh  of  computing  and  network- 
ing systems.  Scheduled  downtime  has 
gone  the  way  of  the  buggy  whip. 
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hieving  Complete  Storage  Solutions 
Enterprise  executives  should  expect 
nplete  business  solutions.  Gone  are 
;  days  when  business  needs  were 
Dordinated  to  technology  choices. 
)s  and  IT  directors  no  longer 
Droach  the  Board  asking  for  technol- 
/  components  —  another  server, 
jitional  storage,  or  a  new  optical  fiber 
work.  Today's  executives  expect  to 
3  business  initiatives  drive  IT  infra- 
ucture.  Rather  than  viewing  IT  as  a 
;t  center  to  be  divided  into  overhead 
:es,  today's  executive  expects  a 
jrn  on  the  IT  investment, 
n  order  to  provide  quality  customer 
e,  for  example,  an  enterprise  will 
;d  to  acquire  hardware,  software,  and 
'communication  systems  designed  to 
rture,  store,  share,  and  put  to  use  a 
iety  of  different  sources  of  informa- 
\.  Although  technicians  and  special- 
;  still  engineer  the  subsystems,  exec- 
'es  and  strategists  should  expect  to 
iluate  the  business  case  for  cus- 
ler  care.  The  new  solution  should 
;n  with  corporate  objectives  and  deliv- 
3  return  on  investment, 
lomplete  solutions  are  not  static  but 
her  incorporate  plans  for  system 
wth.  Business  initiatives  that  boldly 
Iress  new  markets  must  have  con- 
^encies  for  expanding  incrementally 
support  whatever  rate  of  growth 
ually  occurs.  Thankfully,  new  storage 
ions  minimize  fixed  costs  and  pro- 
e  increased  opportunity  to  add 
>acity  as  usage  requirements 
:ome  clear. 

:p  1:  Assessment 

issessment  is  the  first  step  toward  a 
nplete  solution.  After  two  decades  of 
centralized  IT,  many  enterprises 
iply  have  no  current  information 
entory.  A  systematic  audit  of  the 


Road  Map  for  Achieving 
Complete  Solutions 

Assessment 

i5  Provide  systematic  inventory 

SB  Ensure  foundation  for 
application  integration 

■  Forecast  for  future  growth 

Planning  and  Design 

3;  Partner  with  external 
consultants 

a  Design  industry  standard  or 
custom  solution 

Implementation,  Testing, 
Deployment 

M  Meet  business  and 


operational  objectives 
■  Provide  tools  for  ongoing 


content  and  capacity  of  storage  and  pro- 
cessing systems  provides  the  necessary 
foundation  for  a  complete  solution. 
Assessment  often  reveals  that  informa- 
tion assets  are  improperly  secured, 
underutilized,  and  poorly  integrated. 

Assessment  also  provides  the  blue- 
print for  integrating  new  systems  with 
old.  As  we  have  come  to  learn,  there  is 
no  such  thing  as  a  "stand-alone"  busi- 
ness solution.  New  information  sys- 
tems will  inevitably  need  to  work  with 
legacy  systems.  Many  enterprises 
launching  ebusiness  systems  are  reaf- 
firming this  lesson  today. 

Additionally,  assessment  must 
include  a  thorough  review  of  the  busi- 
ness processes  under  consideration. 
It  is  especially  prudent  to  consider  the 
information  storage  impact  of  a  grand 
success,  as  the  following  scenarios 
indicate: 

■  What  if  the  enterprise's  new  ebusi- 
ness initiative  does  double  or  triple  the 
number  of  customers?  At  just  the  time 
when  you  want  to  nurture  your  new  rep- 


utation as  a  reliable  Internet  merchant, 
will  your  customers  be  frustrated  with 
slow  or  unavailable  service? 
31  What  if  the  new  service  delivery 
mechanism  dramatically  increases  the 
frequency  of  transactions,  as  ATMs  did 
for  banking  in  the  1980s?  Back-office 
transaction  systems  built  to  support 
paper  or  person-to-person  transactions 
may  not  be  resilient  when  taken  to 
Internet  speeds. 

15  What  if  that  new  differential  pricing 
strategy  captures  the  fancy  of  existing 
customers?  Are  there  fixed  price  con- 
straints built  into  iegacy  accounting  sys- 
tems that  demand  revision?  Are  inven- 
tory management  systems  ready  to 
support  just-in-time  delivery  of  goods 
and  services? 

The  transactions  of  today  may  also  be 
more  complex.  For  example,  online  bro- 
kers have  replaced  monthly  printed 
statements  with  ad  hoc  query  tools  that 
report  not  only  a  statement  of  positions 
and  balances  but  also  year-to-date  and 
monthly  returns,  individual  security  per- 
formance, and  pending  corporate 
actions,  such  as  dividends,  stock  splits, 
and  mergers.  A  single  query  by  an  online 
investor  may  generate  a  flood  of  sup- 
porting transactions. 

The  enterprise  must  be  prepared  for 
upside  consequences  of  new,  effective 
business  solutions.  Assessments  need 
to  include  a  careful  examination  of 
problems  that  may  emerge  elsewhere 
in  the  organization  as  the  velocity 
and  complexity  of  a  single  business 
process  is  increased  significantly. 

Step  2:  Planning  and  Design 

Planning  and  design  of  the  complete 
solution  occur  next.  In  the  new  millen- 
nium, partnerships  between  enter- 
prise IT  staff  and  external  consultants 
are  the  rule.  Of  course  the  primary 
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responsibility  for  understanding  a 
company's  critical  business  factors 
remains  within  the  enterprise,  but  it  is 
now  clear  that  outside  specialists  can 
engineer  many  core  technologies  and 
subsystems  more  quickly  and  effi- 
ciently than  in-house  staff. 

In  many  vertical  markets,  special- 
ists not  only  decrease  cost  and  risk, 
they  also  increase  the  likelihood  that 
a  system  meets  the  benchmark  for 
the  industry.  For  systems  that  are  not 
intended  to  provide  a  competitive 


Server  Network 
Server-to-Storage  Connections 

advantage,  the  best  solution  is  the 
industry  standard  solution  delivered 
quickly,  reliably,  and  at  the  lowest 
possible  cost.  When  industry  stan- 
dard solutions  are  used  to  provide 
competitive  advantage,  much  of  the 
competitive  advantage  will  be  derived 
from  delivering  superior  availability, 
performance,  and  scalability. 

Step  3:  Implementation,  Testing, 
Deployment 

The  complete  solution  is  then  ready 
for  implementation,  testing,  deploy- 


ment, and  ongoing  support.  Attention 
should  be  paid  to  ongoing  support 
because  its  cost  is  a  large  proportion  of 
a  system's  total  cost  of  ownership.  Stor- 
age systems  in  particular  require  atten- 
tion and  complete  solutions  will  include 
the  increasingly  effective  tools  available 
to  assist  storage  administrators. 

Today's  Storage  Architecture 

Today's  storage  architecture  must 
be  flexible,  available,  and  consolidat- 
ed.   Enterprises   now   have  more 


options  for  purchasing  adequate  stor- 
age capacity  at  a  good  price  and  more 
ways  of  adding  capacity  without  dis- 
rupting daily  operations.  Technical 
advances  also  provide  new  and  better 
ways  to  make  stored  data  highly  avail- 
able, accessible,  and  recoverable.  In 
addition,  storage  capacity  is  no  longer 
wedded  to  a  particular  server  suppli- 
er's operating  system  choice  nor  to 
any  particular  storage  software  suppli- 
er's management  solution. 

Highly  available  storage  systems 
are  engineered  by  systematically 


eliminating  single  points  of  failur  I 
Today's  predominant  storage  med 
—  spinning  magnetic  disks  —  are  co 
figured  as  an  array  of  device 
designed  so  that  component  failure 
do  not  harm  the  integrity  or  availabili 
of  enterprise  information.  BackL 
components  switch  on  instantly  ar 
automatically,  and  failed  componenl 
can  be  replaced  without  taking  th 
storage  system,  and  the  application 
that  depend  upon  it,  out  of  service. 

Increasingly,  a  storage  system 
value  derives  from  the  embedded  sot 
ware  that  provides  the  storage  syster 
functionality.  Therefore,  this  "compc 
nent"  of  the  storage  system  must  als> 
be  redundant,  and  maintenance  am 
upgrades  of  this  embedded  softwan 
must  be  accomplished  without  takinj 
the  system  out  of  service. 

Application  resilience  depends  Of 
more  than  the  storage  system.  Elimi 
nating  single  points  of  failure  will  be 
necessary  for  all  other  key  compo 
nents.  The  familiar  list  includes  powe 
supplies,  processing  servers,  loca 
area  networks,  and  Internet  access 
connections,  which  must  also  be 
redundant  in  highly  available  systems. 

Reducing  Storage 
Management  Costs 

Consolidated  storage  has  always 
been  easier  to  manage  than  decen- 
tralized storage.  It  is  the  recent  avail- 
ability of  broadband  communication 
networks  that  makes  centralized 
management  of  consolidated  storage 
systems,  as  shown  in  Figure  1,  espe- 
cially practical  today.  Namely,  high- 
speed networks  make  it  possible  to 
deliver  information  to  widely  dis- 
persed users  from  central  locations. 
It  is  no  longer  necessary  to  attach 
storage  to  each  computing  device 
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Figure  2.  Storage  Area  Network  (SAN) 

SANs  consolidate  storage  systems  on  a  dedicated  network. 


Server  Network 
Server-to-SAN  Connections  ~" ^™ 
Storage  Area  Network 

Figure  3.  Network-Attached  Storage  (NAS) 

NAS  devices  snap  into  the  enterprise  networks. 


Server  Network 


individually.  Distance  still  matters,  of 
course,  and  bandwidth  is  not  free. 
Most  important,  it  is  now  possible  for 
an  enterprise  to  optimize  consolidat- 
ed storage  in  much  the  same  way) 
that  enterprise  logistics  planning 
optimizes  the  location  of  warehous- 
ing and  distribution  for  products. 

The  cost  of  managing  information  is 
sharply  reduced  when  storage  is  con- 
solidated and  centrally  managed.  Labor 
costs  are  the  biggest  factor.  As  a  rule  of 
thumb,  half  the  staff  can  manage 
twice  the  data  in  a  state-of-the-art  data 
center.  Even  when  correcting  for  the 
higher  salaries  needed  to  retain  the 
more  highly  skilled  technical  staff 
required  to  maintain  these  systems, 
the  economies  of  scale  predominate. 
Maintaining  fewer  facilities,  decreasing 
storage  system  downtime,  and  gaining 
tighter  control  over  storage  assets  also 
contribute  to  further  savings. 

Networked  Storage 

Once  consolidated,  the  integration 
among  storage  systems  can  be 
improved.  The  storage  industry  today 
offers  consolidated,  highly  integrated 
systems  called  storage  area  networks 
(SANs).  In  the  old  model  of  storage, 
the  storage  devices  were  attached 
directly  to  servers.  Organizations 
often  found  that  while  they  had  suffi- 
cient storage,  it  was  not  attached  tc 
the  right  servers.  As  Figure  2  shows, 
SANs  allow  storage  capacity  to  be  allo- 
cated to  applications  and  servers  as 
needed.  The  result  is  greater  flexibility 
and  efficiency. 

Another  category  of  storage  system 
is  network-attached  storage  (NAS), 
shown  in  Figure  3.  NAS  products  vary 
in  capacity  from  smaller-capacity 
devices  to  enhanced  workgroup  sys- 
tems to  larger-capacity  devices  that 
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Iress  corporate  needs.  Regardless 
capacity,  the  imperative  of  NAS  is 

same:  stop  adding  storage  to 
vers  and  start  adding  storage  to 
works.  Server-attached  storage  is 
derto  manage  and  harder  to  share. 
iAN  and  NAS  are  storage  architec- 
?s  that  exploit  pervasive  networks 
provide  shared  access  to  data. 

and  NAS  differ  in  the  way  that 
y  supply  data  to  appliances  and 
vers.  As  Figure  3  shows,  each  NAS 
ice  supplies  data  over  the  corpo- 
3  server  network.  A  SAN,  as  shown 
:igure  2,  consists  of  a  separate  net- 
'k  dedicated  to  interconnecting 
rage  devices  and  providing  uniform 
ess  by  multiple  servers  to  enter- 
se  data  storage  resources  in 
ired  storage  devices. 

irage  on  Demand 

movative  suppliers  offer  storage 
terns  that  vary  in  capacity  on  an 
needed  basis  —  a  storage-on- 
nand  approach.  In  some  offerings, 
■ervice  call  is  needed  to  add  new 
nponents.  In  other  offerings,  sys- 
i  administrators  will  bring  surplus 
rage  online  electronically.  In  the 
jre,  it  will  be  possible  to  release 
ess  storage  as  well.  For  organiza- 
is  with  seasonal  usage,  the  stor- 
!-on-demand  approach  will  provide 
olution  to  a  long-standing  problem 
owning  storage  capacity  that  is  idle 
ch  of  the  year.  (See  "Storage  on 
nand,"  page  8.) 

wntime  Is  Not  an  Option 

>torage  system  design  is  critical  to 
;iness  continuity  planning.  Once 
led  "disaster  planning,"  business 
itinuity  planning  has  become  more 
fault  over  the  past  few  years, 
narily  due  to  two  factors.  The  first 


factor  is  the  vanishing  window  during 
which  systems  can  be  taken  offline 
for  backup  purposes  without  disrupt- 
ing business.  The  second  factor  is 
the  sheer  size  of  modern  information 
repositories.  Fortunately,  storage  is 
now  affordable  enough  that  com- 
panies can  store  vast  amounts  of 
data  redundantly. 

Two  new  techniques  are  being  used 
to  ensure  that  business  is  not  dis- 
rupted: remote  copy  and  point-in-time 
copy.  Both  depend  on  the  fundamental 
idea  of  "mirroring"  data. 

■  Data  is  mirrored  when  it  is  col- 
lected and  stored  redundantly  in  two 
or  more  collections  of  disks,  rather 
than  in  just  one.  Within  a  storage  sys- 
tem, mirroring  is  a  parallel  process, 
not  a  sequential  one,  and  so  there  is 
no  performance  penalty.  Instead,  the 
result  is  two  or  more  replicates  of  the 
information.  Multiple  mirrors  can  be 
created  that  may  be  used  for  a  vari- 
ety of  purposes.  For  example,  ebusi- 
ness  transactions  might  be  mirrored 
three  times  —  once  for  accounting 
applications,  a  second  time  to  trans- 
fer information  to  marketing,  and  a 
third  time  to  support  rapid  recovery  of 
key  applications. 

■  A  remote  copy  is  a  replicate  of 
valuable  information  transmitted  over 
a  distance  to  a  second  storage  sys- 
tem for  safekeeping.  Making  a 
remote  copy  is  analogous  to  the  his- 
torical process  of  transporting  mag- 
netic tapes  to  a  salt  mine  or  to  a 
cave.  Today  the  transfer  is  handled 
by  a  high-speed  network  and  is  woven 
into  the  ongoing  process  of  mirroring 
the  data.  When  mirroring  moves 
"live"  data  over  extended  distances, 
there  may  be  a  performance  implica- 
tion. There  are  a  variety  of  approach- 
es to  mirroring  data.  Knowledgeable 


suppliers  will  match  the  mirroring 
technique  to  the  workload. 
■  A  point-in-time  copy  is  a  time- 
stamped  mirrored  copy  of  corporate 
data  that  is  set  aside  for  further  use. 
Business  needs  and  risks  determine 
the  frequency  of  point-in-time  snap- 
shots. For  example,  a  weekly  snap- 
shot may  be  fresh  enough  to  serve 
the  marketing  department's  need  to 
analyze  ebusiness  transactions.  A 
retail  point-of-sale  system  may 
depend  on  a  pricing  snapshot  that  is 
updated  overnight.  Twice-daily  snap- 
shots of  transactional  data  may  be 
needed  to  feed  into  the  general 
ledger.  For  an  equity  trading  compa- 
ny, however,  snapshots  may  need  to 
be  taken  on  an  hourly  basis,  or  even 
more  frequently. 

In  addition  to  supporting  parallel 
use  by  the  marketing  department, 
point-in-time  snapshots  enable  criti- 
cal business  applications  to  recover 
rapidly  when  subsystems  fail. 
Modern  applications  are  able  to 
quickly  backtrack  to  the  most  recent 
snapshot  and  recover  in  seconds  or 
minutes  without  loss  of  valuable 
transactional  information. 

Wringing  Value  From  Information 

The  multiple  use  of  information 
offers  enormous  opportunities  to 
the  enterprise.  The  ability  to  mirror 
and  make  point-in-time  copies  of  data 
provides  a  quantum  leap  in  the  value 
that  enterprises  can  squeeze  from 
a  collection  of  data.  A  thoughtfully 
designed  information  warehouse  can 
inform  many  useful  decisions  across 
the  enterprise.  Customer  data  is  a 
particularly  powerful  category  where 
creative  reuse  of  information  makes 
a  large  difference. 

continued  on  page  11 
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Storage  on  Demand 

by  Doug  Chandler 
Program  Manager,  Storage  and  Data  Management  Services  Program 


The  storage-on-demand  market 
—  also  referred  to  as  the  stor- 
age utility,  managed  storage 
services,  or  the  Storage  Service 
Provider  (SSP)  market  —  makes  up  a 
small  part  of  today's  overall  storage 
market.  However,  its  growth  potential, 
as  well  as  its  potential  to  change  the 
dynamics  of  the  storage  industry, 
remains  strong. 

What  is  it?  In  the  "pure"  form  of  the 
storage  utility  model,  storage  devices 
owned  by  the  service  provider  are  locat- 
ed at  a  facility  some  distance  from  the 
customer,  who  then  accesses  the 
capacity  when  required  and  pays  for  it 
as  if  it  were  a  utility  —  typically  on  a 
monthly  basis.  The  goal  is  to  deliver 
the  needed  storage  capacity  and  relat- 
ed management  services  to  customers 
without  requiring  that  customers  make 
a  large  capital  investment  in  storage 
devices  or  commit  to  their  own  ongoing 
management  of  the  devices  after 
they're  installed.  The  storage  being 
delivered  may  be  used  for  primary, 
production-level  data  or  for  data 
backup.  Most  providers  offer  storage- 
related  consulting  and  other  profes- 
sional services  as  well. 

There  are  variations  on  this 
approach.  The  devices  may  be  owned 
by  the  storage  utility  firm  but  located 
at  the  customer  site.  When  manage- 
ment and  other  services  are  provided 
around  the  devices,  the  relationship 
resembles  a  more  traditional  out- 
sourcing agreement. 

Alternatively,  some  storage  product 
suppliers  have  unveiled  technology 


solutions  that  allow  them  to  "turn  on" 
additional  storage  capacity  on  their  own 
devices  at  customer  sites.  These  solu- 
tions also  allow  suppliers  to  monitor 
customer  storage  capacity  use  so  that 
customers  can  pay-as-you-go  as  they 
need  additional  capacity.  IDC  distin- 
guishes these  technology-based 
approaches  from  a  storage-on-demand 
utility  service.  In  fact,  providers  of  the 
latter  may  employ  the  former  in  their 
own  installations. 

Why  is  this  happening  now?  Not  long 
ago,  storage  was  treated  as  an  add-on 
item  when  businesses  invested  in 
server  and  operating  system  platforms. 
But  driven  by  the  insatiable  demand  for 
data  that  the  Internet  and  data-inten- 
sive applications  like  Customer  Rela- 
tionship Management  (CRM)  have  cre- 
ated, many  organizations  now  find  that 


data  storage  sucks  up  the  single, 
biggest  piece  of  their  annual  IT  budget. 
Competitive  pressures  force  firms  to 
think  strategically  about  their  corpo- 
ratewide  data  storage  architecture  to 
ensure  that  critical  data  will  be  avail- 
able instantly,  whenever  and  wherever 
it  is  needed.  At  the  same  time,  the 
advent  of  more  "commoditized"  stor- 
age devices  and  falling  prices  for  net- 
work bandwidth  have  made  it  possible 
for  a  third-party  service  provider  to 
effectively  deliver  a  company's  storage 
capacity  —  in  effect,  its  data  —  from  a 
remote,  centralized  location. 

The  Bottom  Line 

What's  the  issue?  Organizations 
now  have  an  alternative  to  buying  and 
managing  their  own  storage  devices  by 
outsourcing  these  tasks  to  a  storage- 
on-demand  provider. 

Why  should  you  care?  Most  compet- 
itive organizations  are  seeing  their  data 
storage  capacity  demands  soar,  but 
they  are  unable  to  hire  enough  skilled 
engineers  to  manage  these  environ- 
ments. The  various  storage-on-demand 
approaches  offer  an  alternative. 

What  should  you  do?  Explore  the  util- 
ity service  offerings  now  available  from 
both  established  players  as  well  as  the 
aggressive  start-up  SSPs.  A  third  party 
may  be  able  to  provide  you  with  better 
storage  availability,  scalability,  and  per- 
formance —  not  to  mention  ROI  —  than 
you  can  achieve  on  your  own.  For  a 
more  traditional  approach,  it's  worth 
examining  the  pay-as-you-go  storage 
technology  solutions  as  well.  ■ 


What  if  you  could  get  more  storage 
with  the  push  of  a  button? 


Introducing  Just  In  Time  Stooge"  from  Hitachi  Data  Systems1 — a  new  breakthrough  that  radically 
simplifies  storage  management  for  businesses  like  yours.  Using  the  superior  intelligence  of  Hitachi 
Freedom  Storage  "  systems,  Just  In  time  Storage  lets  you  instantly  increase  your  storage  capacity, 
performance,  and  connectivity.  It  brings  together  the  world's  most  advanced  storage  hardware, 
software,  and  services.  So  you  can  handle  e-business  volatility,  meet  aggressive  user  requirements, 
and  cut  costs.  Want  to  learn  more?  Call  1-866-448-2208,  or  go  to  www.hds.com/jits. 
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DATA  SYSTEMS 


Built  for  fast  times' 
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Customer-Centric  Business 

Henry  D.  Morris,  Ph.D. 
Vice  President,  Data  Warehousing  and  Information  /Access 


Successful  compa- 
nies must  respond 
to  their  customers  in 
a  highly  personalized  and 
efficient  manner.  Customer 
care  requires  the  methodical 
collection,  storage,  analysis, 
and  application  of  customer 
"touchpoint"  information, 
that  is.  the  information 
gleaned  from  each  and  every 
encounter  between  an  enter- 
prise and  its  customers. 

The  enterprise  customer- 
care  imperative  is  to  enrich 
the  ability  to  market,  sell, 
and  support  products  and  services  to 
customers  based  on  a  well-cultivated 
understanding  of  their  needs.  As  Figure 
1  shows  at  Step  1.  the  ability  to  per- 
sonalize offerings  to  customers  rests 
on  a  ciosed-loop  process  of  information 
gathering  and  analysis. 

Analysis  depends  on  quality  customer 
touchpoint  information  that  is  collected 
and  stored  in  an  integrated  customer 
database,  as  shown  at  Step  2.  Much  of 
this  information  flows  from  the  organi- 
zation's transactional  and  operational 
systems,  such  as  ebusiness  exchange 
systems  and  inventory  management 
systems,  respectively.  For  efficiency, 
organizations  must  integrate  CRM  with 
traditional  IT  systems  so  that  informa- 
tion collected  for  one  purpose  can  be 
put  to  work  a  second  time. 

Touchpoint  data  must  be  analyzed 
and  summarized,  as  shown  in  Step  3. 
in  order  to  suppo-t  personalization 
modeling.  Today's  analytic  tools  provide 


Figure  I.The  Customer-Centric  Model 
Step  1 


Interact 

r 


Adjust 


Step  4 


Track 


Step  2 


Analyze 


Step  3 


Model 


Web-site,  marketing,  and  multi-touch- 
point  analyses,  and  are  often  special- 
ized for  markets  such  as  financial 


Enterprises  encounter 
predictable  challenges  when  build- 
ing a  customer-centric  business 
model. 

Challenge  1:  New  clear  defini- 
tions of  customer  data  often  need 
to  be  created  across  the  organiza- 
tion. To  be  used  widely,  data  must 
be  collected  in  a  uniform  fashion. 

Challenge  2:  System  integration 
must  be  addressed.  Some  cus- 
tomer data  will  reside  on  traditional 
computing  piatforms  while  other 
information  is  collected  on  new 
Web-based  ebusiness  platforms. 

Challenge  3:  Customer  care 
soans  different  departments  in  the 
organization  and  integrating  the 
information  will  require  realignment 
of  the  organization's  incentives  for 
cross-departmentai  cooperation. 


services.  telecommiJ 
cations,  and  retail  errl 
prises.  The  ability  to  util 
Customer  Relationsl 
Management  (CRM)  < 
lytic  tools  depends  in  la 
measure  on  a  unified  vi 
of  the  customer  acre 
the  entire  organization. 

The    precise  actic 
taken  with  customers  i 
generated  by  an  expl| 
model  of  personalizat* 
as   shown   at  Step 
Business  rules  are  appll 
to  aggregated  scores  tj 
summarize  touchpoint  behavior.  Rul 
identify  high-value  frequent  buyers,  j 
example,  or  triangulate  from  past  p 
chasing  behavior  to  identify  additioi 
products  and  services  that  a  custom 
is  likely  to  need.  The  ability  to  persor 
ize  customer  interaction  provides  t 
potential  for  driving  additional  value  fre 
each  and  every  customer  relationship 

If  customer  information  flow 
blocked  or  delayed,  the  custom' 
centric  enterprise  is  temporarily  out 
business.  As  Figure  1  reveals,  in1 
closed-loop  customer-centric  systei 
information  must  flow  from  acquisiti 
to  analysis  to  personalization  in  ord 
to  support  the  delivery  of  produc 
and  services  to  customers.  At  tl 
heart  of  a  successful  customer-cent 
business  model  is  a  robust  enterpri: 
storage  architecture. 

A  robust  enterprise  storage  syste 
should  be  designed  with  replication  a 
migration  facilities  to  enable  the  rap 
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continued  from  page  7 

All  organizations  capture  and  store 
customer  transactions.  Transactional 
data  drives  the  delivery  of  products 
and  services  and  the  billing  systems 
that  collect  the  company's  revenue. 
Transactions  constitute  the  core  of  the 
general  ledger  and  provide  a  founda- 
tion for  all  enterprise  activities. 

eBusiness  transactions  often  lead 
to  a  dramatic  increase  in  available 
information.  When  the  process  of 
ordering  is  streamlined  with  online 
catalogs  and  delivery  of  goods  and 
services  is  quick  and  reliable,  incen- 
tives are  in  place  for  customers  to 
order  more  often  and  to  search  more 
widely  for  exactly  what  they  need. 
Customer  use  of  the  online  catalog 
can  provide  many  insights  into  a  won- 
derful category  of  product:  items  that 
your  customer  is  searching  for  that 
you  do  not  currently  offer. 

Winning  organizations  wring  every 
ounce  of  value  from  transactional 
data.  As  noted  earlier,  a  point-in- 
time  replicate  of  transactional  data 
provides  a  gold  mine  of  information 
for  the  enterprise  marketing  tacti- 
cians and  strate- 
gists. Day-to-day 
and  seasonal 
trends  in  the 
sales  of  goods 
and  services  pro- 
vide an  empirical 
basis  for  forecast- 
ing immediate 
future  demand  for 
existing  offerings. 
Flexible  pricing 
tactics,  for  exam- 
ple, provide  a 
mechanism  for 
holding  to  higher 
prices  for  scarce, 


desirable  products  while  discounting 
prices  for  products  that  need  to  be 
accelerated  out  of  inventory. 

Get  to  Know  Your  Customers 

Year-over-year  information  informs 
strategic  thinking.  With  warehouses  of 
data  and  strong  analytic  tools,  subtle 
trends  can  be  identified  that  are  invalu- 
able to  longer-term  planning.  Even 
though  business  may  be  accelerating 
to  "Internet  speed,"  it  still  takes  time 
to  build  out  manufacturing  and  distri- 
bution facilities.  With  more  precise 
forecasts  of  future  demand,  the  enter- 
prise can  better  focus  its  investments. 

Transactional  information  is  espe- 
cially useful  for  customer  retention. 
Customer  relationship  management 
(CRM)  applications  aim  to  put 
customer  "touchpoint"  information  to 
work.  (See  "Customer-Centric  Busi- 
ness" at  left.) 

Selecting  Storage  Partners 

There  are  four  key  criteria  to  keep  in 
mind  when  choosing  storage  suppliers. 
Look  for:  1)  state-of-the-art  technology, 
2)  powerful  partnerships,  3)  reliable 
distribution  part- 
ners, and  4)  sys- 
tems interoper- 
ability. 

State-of-the- 
Art  Technology. 

Storage  technolo- 
gy is  an  amalgam 
of  hardware,  soft- 
ware, network, 
system  integra- 
tion, and  service 
expertise.  Ad- 
vances continue 
in  each  of  these 
domains.  Leading 
vendors  will  offer 


The  ability  to 
mirror  and  make 
point-in-time 
copies  of  data 

provides  a 
quantum  leap 
in  the  value 
that  enterprises 

can  squeeze 
from  a  collection 
of  data.  ! 


m 


First  your  storage  network  goes  down.  Then  it's  your  revenue. 
Next  your  stock  price.  Finally,  your  image. 
Did  we  mention  we  build  the  world's  most  reliable  storage? 
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it  just  high-performance  hardware, 
it  also  storage  management  soft- 
are  to  maintain  enterprise  informa- 
m  efficiently. 

Network  connectivity  is  a  critical  fac- 
r  as  well.  Adequate  network  band- 
dth  is  critical  to  the  successful  deliv- 
/  of  information  held  in  storage, 
ittlenecks  in  data  access  negate  the 
lue  of  the  information  on  hand. 
Storage  providers  should  offer  sys- 
ti  integration  tools  and  services, 
:her  directly  or  through  strategic 
irtnerships.  Putting  the  pieces 
gether  properly  is  as  important  as 
aluating  business  requirements  or 
lecting  quality  components. 
Powerful  Partnerships.  Partnerships 
tend  the  expertise  of  storage  suppli- 
s.  Expect  higher  performance  and 
loother  system  integration  from  prod- 
ts  offered  by  complementary  suppli- 
s  that  work  together.  Integration 
;ues  can  be  addressed  and  solved  by 
;hnicians  who  have  deep  access  to 
s  component  technologies.  Perfor- 
ance  can  be  optimized  as  all  partners 
3ke  certain  that  their  subsystems  are 
ned  to  work  together.  The  quality  of 
pport  is  improved  when  partners 
irk  together  to  optimize  the  applica- 
n  of  their  products. 
Partnerships  provide  a  single  point  of 
ntact  for  customers.  Assembling  a 
llection  of  technologies  and  services 
quires  cooperation  among  suppliers, 
thout  committed  partnerships,  sys- 
m  integration  problem  solving  can 
suit  in  finger  pointing.  A  partnership 
long  suppliers  should  be  a  commit- 
jnt  to  solve  integration  problems  and 
accept  overall  responsibility  for  the 
lely  delivery  of  a  system  that  meets 
i  customer's  requirements. 
Distribution  Partners.  Storage  dis- 
Dutors  offer  increased  choices  to 


Criteria  for  Selecting  Your 
Storage  Partner 

State-of-the-Art  Technology 

18  Highest  performance 

S  Highest  availability 

S  Leading  storage  management 
software 

ffl  Network  connectivity  options 

Powerful  Partnerships 

8  Complementary  product  suites 
M  Single  point  of  contact 

Reliable  Distribution  Partners 

H  Choice  of  buying  channels 
H  Integrated  solutions 

System  Interoperability 

H  Multiple  operating  system 
support 

H  Open  infrastructure 


Would  you  rather 
>ut  your 
tcomings 
and  respond  to 
them,  or  would 
you  prefer  that 
your  competitors 

exploit  those 
shortcomings  to 
their  advantage? 


the  consumer.  For  some  applications, 
organizations  may  want  to  negotiate  a 
best  price  for  raw  hardware  and  soft- 
ware technology  purchased  directly 
from  suppliers  and  assembled  in- 
house.  For  many  applications,  organi- 
zations will  choose  a  distribution 
partner  that  provides  integrated  solu- 
tions and  not  just  raw  technology. 
Distribution  partners  expert  in  the 
needs  of  different  industries  are  par- 
ticularly valuable. 

Trustworthy  storage  providers 
should  guarantee  multiple  distribu- 
tion channels  that  deliver  solutions 
to  customers  with  different  require- 
ments. Not  only  should  organizations 
expect  distribution  channel  choices, 
but  they  should  also  expect  those 
choices  to  be  available  year  after 
year.  Choosing  to  exploit  the  exper- 
tise of  a  distributor  versus  engineer- 
ing a  system  from  the  ground  up  is  a 
business  decision.  Distribution 
through  multiple  channels  means 
greater  choice  for  the  enterprise. 

Systems  Interoperability.  Storage 
systems  are  increasingly  able  to  sup- 
port different  operating  systems, 
brands  of  server,  and  suppliers  of  soft- 
ware applications.  Interoperability  is 
the  rule  —  not  the  exception  —  in  the 
new  millennium,  and  enterprises  are 
advised  to  select  storage  systems  that 
meet  public  and  industry  standards 
and  provide  interoperability  with  exist- 
ing legacy  systems. 

Over  the  last  decade,  the  term 
"open"  has  often  been  used  to 
describe  interoperable  systems. 
Industry  associations,  such  as  The 
Open  Group,  have  been  formed 
to  advance  shared  standards.  Open 
initiatives  have  not  always  lived  up  to 
their  promises.  Debates  usually 
continued  on  page  1^ 
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Hitachi  Data  Systems 
and  VERITAS  Software  Together: 

Creating  Better  Solutions  for  Data  Availability 

by  Paul  Mason,  Ph.D. 
Group  Vice  President,  Infrastructure  Software  Research 


Hitachi  Data  Systems  provides  stor- 
age products,  VERITAS  Software 
Corporation  provides  a  suite  of  stor- 
age management  solutions  for  data 
availability,  and  the  two  companies 
work  together  as  strategic  partners. 

"Partnerships  are  the  way  to  bring 
better,  more  complete  solutions  to 
market  and  thus  provide  greater  value 
to  our  customers,"  says  Dave  Rober- 
son,  chief  operating  officer  of  Hitachi 
Data  Systems.  "Best-of-breed  part- 
nerships allow  companies  such  as 


Gary  Bloom,  Chief  Executive  Officer 
and  President,  VERITAS  Software 


VERITAS  Software  and  Hitachi  Data 
Systems  to  tune  their  respective  prod- 
ucts for  highest  performance  and  for 
simplicity  in  installation  and  use.  We 
are  proud  to  be  a  key  partner  in  the 
VERITAS  VERTEX  Initiative." 

"Hitachi  Data  Systems  is  a  trusted 
provider  of  storage  hardware  with  lead- 
ing technology  products,"  says  Gary 
Bloom,  chief  executive  officer  and 
president  of  VERITAS  Software.  "In 
addition,  Hitachi  Data  Systems  has 
maintained  a  high  level  of  satisfaction 
in  their  current  customer  base,  which 
is  why  they  continue  to  grow.  Cus- 
tomers need  both  the  high  standard  of 
quality  embodied  in  the  Hitachi  Data 
Systems  Freedom  Storage  Lightning 
9900  and  the  power  and  leverage  of 
our  VERITAS  Software  solutions." 

The  synergy  for  these  companies 
lies  at  the  intersection  of  traditional 
hardware  and  software  functionality. 
Hitachi  Data  Systems  storage  sys- 
tems have  the  ability  to  take  a  point- 
in-time  copy  of  a  collection  of  data, 
much  as  a  camera  takes  a  snapshot, 
without  bringing  the  storage  system  to 
a  halt.  Point-in-time  copy  technology  is 
highly  dependent  on  storage  system 
hardware  design,  which  is  why  storage 
hardware  suppliers  like  Hitachi  Data 
Systems  are  uniquely  qualified  to 
develop  this  facility  for  their  own  stor- 


Dave  Roberson,  Chief  Operating  Officer, 
Hitachi  Data  Systems 


age  systems.  The  challenge  is  to 
make  the  capture  of  point-in-time 
copies  as  non-disruptive  as  possible 
to  applications  that  depend  on  the 
data.  Thus  the  penalty  for  making 
copies  is  minimized. 

The  value  to  a  customer  lies  with 
the  increased  confidence  that  critical 
information  will  remain  available  and 
the  guarantee  that  a  complete  storage 
solution  has  already  been  optimized 
prior  to  delivery.  Reliable  hardware 
and  high-leverage  software  tools  are 
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continued  from  page  13 

hinge  on  which  standards  are  the 

open  ones. 

Today,  interoperability  translates  in 
practical  terms  to  the  choices  that 
consumers  are  offered  for  assembling 
multivendor  systems  for  new  initia- 
tives, for  integrating  new  systems  with 
legacy  systems  (whether  open  or  not), 
and  for  extending  these  integrated 
enterprise  systems  in  the  future. 

The  Bottom  Line 

What's  the  issue?  Storage  suppli- 
ers are  responding  to  critical  business 


requirements  with  new  high-perform- 
ance systems  that  are  more  flexible 
and  available  and  aim  to  provide  com- 
plete business  solutions. 

Why  should  you  care?  The  survival 
of  your  enterprise  depends  on  reliable 
access  to  vast  amounts  of  information 
by  not  only  your  employees,  but  also 
your  customers  and  trading  partners. 

What  should  you  do?  Rethink  your 
storage  strategy  in  light  of  today's  new 
opportunities  to  consolidate  systems 
and  to  fuel  growth  by  wringing  every 
ounce  of  value  from  the  information 
that  you  collect.  ■ 
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All  product  and  company  names  may  be 
trademarks  or  registered  trademarks  of 
their  respective  holders. 
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How  does  our  new  storage  system  compare  to 
the  competition?  Several  of  theirs  fit  nicely  inside. 


As  the  analysts  predicted,  our  Hitachi  Freedom  Storage "  Lightning  9900  "  Series  is  eating  the  com- 
petition's lunch.  Our  9960  systems  can  hold  twice  as  much  of  your  information  as  the  competition's 
can  without  impacting  the  fast  access  your  users  expect.  So  you  can  easily  consolidate  multiples  of 
their  storage  systems  into  one  of  ours.  The  result?  Happy  users,  simplified  information  management, 
and  iowef. costs.  Want  to  li&hieve  these  results  in  your  enterprise?  Let's  talk  about  how  you  can  get 
-  -    V  '-'urs.  Call  1-S66-44^5Q8.  Or.go  to  www.hds.com/m9960. 


HITACHI 

DATA  SYSTEMS 

Built  for  fast  times 


rrefour  took  the  big  box  format  abroad  and 
ispered.  Now  the  secret  has  gotten  out. 


EBORAH  ORR 

^ARREFOUR,  THE  WORLD'S 

■I  second-largest  retailer  after 
Wal-Mart,  is  known  for  its 

■  clever  promotions,  product 
displays  and  merchandising, 
low  that  the  Parisian  firm  has 
ed  $70  billion  in  annual  sales,  it 
J  too  many  imitators. 
he  hypermarket  model  Carrefour 
:ered — selling  under  one  roof 
thing  from  washing  machines  to 

fish — wowed  Brazil  when  the 
's  first  overseas  store  opened  there 
ars  ago,  and  is  now  turning  heads 
>an.  But  no  longer  is  it  enough  to 

a  flag  in  some  distant  land  and 
>n  sleepy  homegrown  merchants. 
:  26  countries  in  which  Carrefour 
ites,  it  can  expect  Wal-Mart, 
o,  Casino  (also  French)  and  oth- 
»  be  selling  at  low  prices  as  well, 
he  locals  are  catching  up,  too. 
naudited  companywide  sales 
ed  25%  last  year  but  grew  just  8% 
excluding  acquisitions  and  cur- 
'  gains.  Analysts  reckon  that  net 

growth  last  year  was  16%,  below 
0%  guidance  the  company  gave 
sts  in  March.  As  for  2001 ,  the  one- 


time consensus  estimate  of  a  32%  rise 
is  gone;  Carrefour  will  be  lucky  to  get 
20%,  says  Nicholas  Jones  of  Goldman 
Sachs  in  London. 

What's  happening?  Sales  slumped 
2.9%  in  Brazil  in  December  and  15.8% 
in  recessionary  Argentina— far  worse 
than  those  of  competitors.  In  France, 
where  Carrefour  makes  half  its  revenue, 
same-store  sales  of  its  hypermarkets 
were  down  1.6%  in  December.  There 
and  in  Spain  (also  down),  the  company 
has  been  hurt  by  a  mishandled  $17  bil- 
lion takeover  of  Promodes,  a  midscale 
operator  of  various  store  formats.  Car- 
refour refurbished  900  of  the  acquired 
stores,  but  in  trying  to  blend  in  its  own 


higher-priced  brands  it  managed  to 
leave  Promodes  shoppers  with  less  of 
what  they  wanted  to  buy. 

Carrefour  became  famous  for  such 
promotions  as  free  train  tickets  and  an- 
niversary sales.  But  other  French  retail- 
ers are  copying  the  techniques.  Car- 
refour is  finding  it  harder  to  be  noticed. 

The  fact  is  that  higher  French  living 
standards  are  a  mixed  blessing  for  Car- 
refour. Supermarkets,  typically  urban 
and  about  one-seventh  the  size  of  a 
90,500-square-foot  Carrefour  hyper- 
market, have  cut  prices.  This  gives  city 
dwellers  little  reason  to  hike  out  to  a  hy- 
permarket on  the  outskirts  of  town. 

So  Carrefour  is  hedging  its  bets. 
Three  years  ago  Chairman  Daniel 
Bernard  acquired  a  French  super- 
market chain — Comptoirs  Modernes, 
with  $5.8  billion  in  revenues.  Despite 
that  and  the  Promodes  deal,  the 
merged  group's  share  of  French  retail 
sales  is  declining.  Many  efficient  foreign 
discounters,  particularly  German  ones, 
are  planting  their  flags  in  France. 

Nor  is  Carrefour  likely  to  find  relief 
in  the  world's  largest  market.  It  took  a 
stab  in  the  U.S.  13  years  ago  with  a  cou- 
ple of  stores  in  the  Philadelphia  area,  but 
backed  out  after  five  years.  Now  that 
Bernard  has  his  hands  full  in  Europe, 
Asia  and  Latin  America,  another  try  in 
the  U.S.  is  not  on  the  planning  board. 

Bernard  predicted  that  the  Pro- 
modes  acquisition  would  enable  Car- 
refour to  double  its  profits  between 
1999  and  2002.  It  won't  happen.  In 
mid-January  he  canned  four  of  the  nine 
members  of  Carrefour's  domestic 
hypermarket  executive  committee.  Will 
that  save  his  own  skin?  F 


Foreign  Footprint 


Carrefour  isn't  to  be  found  in  the  U.S.,  but  other  big  European-based 

retailers  have  a  toehold.  The  signs  don't  clue  shoppers  to  where  their  dollars  go. 


REVENUE1 

1$BIL) 

Company/home  country 

total 

U.S. 

Major  U.S.  units 

Royal  Ahold/Nctherlands 

$33.8 

$19.3 

Giant,  BI-L0,  Finast,  Edwards,  Tops 

Marks  &  Spencer/U  K 

13.1 

11.0 

Brooks  Brothers,  Kings  Supermarkets 

Delhaize  Le  Lion/Belgium 

14.4 

10.6 

Food  Lion,  Kash  'n'  Karry,  Hannaford  Brothers 

J  Saitishury/U  K 

25.9 

3.8 

Shaw's  Supermarkets 

Rallye/France 

16.5 

1.9 

Athlete's  Foot 

1  Latest  fiscal  year.  Sources:  Thomson  Financial/Worldscope  via  FactSct  Research  Systems;  Dow  Jones  Interactive 
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I  Am  Not  Backsliding! 


An  interview  with 
Britain's  Tony  Blair 

BY  RICHARD  C.  MORAIS 

WITH  THE  BRITISH  PRESS 
baying  at  his  govern- 
ment and  a  strike  that 
very  day  at  the  London 
Underground,  Prime 
Minister  Tony  Blair  was  looking  puffy- 
eyed  and  exhausted  in  his  yellow-walled 
office  at  10  Downing  Street.  But  he 
agreed  to  sit  down  with  FORBES  to  deny 
he  is  "backsliding"  away  from  the  free 
markets  of  Thatcher  ism.  The  Labourite 
played  able  defense. 

Blair  baldly  denies  he  has  a  regula- 
tory heavy  hand  or  has  overseen  tax  in- 
creases, an  accusation  documented  by 
British  businessmen  and  leading  think 
tanks  (FORBES,  Feb.  19).  "Sure  it's  possi- 
ble to  take  this  particular  grievance  or 
that,  but  the  fact  is  we  are  producing 


the  most  sustained  period  of  economic 
growth  that  Britain  can  ever  remem- 
ber," he  says. 

"I  think  you'll  find  the  vast  bulk  of 
increased  revenues  do  not  arise  from 
tax  increases  but  actually  from  revenue 
increases  that  are  the  result  of  the 
strength  of  the  economy.  In  terms  of 
business  and  corporation  taxes,  we've 
lowered  them  to  the  lowest  levels 
they've  ever  been.  Same  with  capital 
gains  tax." 

Blair  says  he's  either  working  to 
limit  costly  local  regulations  or  imple- 
menting rules  set  in  Brussels  and  in 
some  cases  accepted  by  his  Tory  prede- 
cessors. More  important,  he's  brought 
economic  stability  to  the  country. 
"Look,  I  grew  up  in  a  Europe  where  the 
idea  of  Britain  having  the  lowest  infla- 
tion in  Europe  would  produce  a  belly 
laugh.  But  we  have.  For  the  first  time  in 
my  lifetime  our  long-term  interest  rates 
have  converged  with  those  in  continen- 


tal Europe  and  Germany." 

Labour's  tight  budgetary  manag 
ment — aimed  at  such  convergence — i: 
dicates  that  a  second  Blair  term,  shou 
he  win  a  general  election  expected 
May,  will  mean  Brits  will  vote  on  a  re 
erendum  to  adopt  the  euro  by  2003. 

Export  manufacturers  in  Britai 
are  disadvantaged  by  a  pound  sterlir 
that  has  been  high  vis-a-vis  the  eur 
Says  Blair,  "Britain  has  been  at  point 
in  terms  of  the  economic  cycle,  mo: 
with  America  than  continental  Ei 
rope.  In  principle  we  are  in  favor  < 
going  in,  but  in  practice  the  econom 
tests  have  to  be  met.  When  I  talk  t 
businesspeople  about  this,  in  the  en 
what  they  really  are  asking  the  goveri 
ment  to  do  is,  'Don't  take  [the  dec 
sion]  out  of  political  dogma,  take 
out  of  regard  of  what  is  going  to  t 
good,  not  just  for  our  business,  but  ft 
the  economy  as  a  whole.'  " 

He  wants  to  avoid  what's  happene 
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iGATE  Capital  was  thinking, 
"Where  do  we  find 
a  partner  who'll  fund  a  new 
way  of  thinking?" 


We  were  thinking, 
"Nontraditional  companies 
require  nontraditional 
financial  solutions/' 


BlackRock 


PNC 

Mortgage 


PNC 
Bank 


PNC 

Real  Estate 
Finance 


PNC 

Business 
Credit 


PFPC 


Venture 
Bank 
@PNC 


ength  of  PNC  is  the  strength  of  a  leader  who  can  provide 
,  customized  financing.  In  the  case  of  iGATE  Capital,  a  global 
3  company  specializing  in  e-services,  we  provided  a  hybrid 
ised  on  cash  flow  and  potential  equity  value.  For  your  one- 
lution,  call  us  at  1-888-PNC-7030,  or  visit  www.pnc.com. 


©PMC 


The  Thinking  Behind  The  Money 


©2000  The  PNC  Financial  Services  Group,  Inc. 


I  UN  Y  BLAIH 


to  Ireland,  which,  by  dropping  its 
pound  for  the  euro,  has  imported  infla- 
tion. "It's  precisely  for  that  reason  that 
we've  said  in  Britain  the  test  has  to  be  a 
case  of  sustainable  economic  conver- 
gence. That's  why  we've  got  the  tests 
that  we  have.  Had  we  dropped  our  in- 
terest rates  down  to  3.5%  two  years  ago, 
we  would  have  had  a  problem  on  our 
hands  today.  We've  managed  our  econ- 
omy well;  we've  produced  the  best  set 
of  economic  indicators  in  this  country 
for  a  very,  very  long  time,  [and]  now 
we're  not  going  to  put  that  at  risk." 

Of  course,  Blair  says,  economic  lib- 
eralization has  to  go  hand-in-hand 
with  currency  unification.  He  wants  a 
pan-European  stock  exchange:  "That 
agenda  should  get  a  big  push  forward 
in  Stockholm  in  March  where  we  [will 
be]  arguing,  among  other  things,  for  in- 
creased liberalization  in  public  utilities 
and  for  a  capital  market  across  Europe. 
At  the  moment  companies  that  want  to 
issue  stock  have  to  issue  it  1 5  different 
ways  in  15  different  countries.  We  have 


got  to  start  pushing  into  our  economic 
policy  in  Europe  the  real  dynamism 
and  enterprise  that  is  necessary  to  make 
a  success  of  the  euro.  If  you  have  a  sin- 
gle currency  it  means  the  strain  of  dif- 
fering economic  circumstances  is  not 
going  to  be  taken  by  the  exchange  rate. 

"I  believe  Britain's  role  is  to  be 
America's  key  friend  in  Europe,  and  to 
be  a  very  strong  communicator  of  Eu- 
rope's concerns  to  America.  That  is  our 
historic  role.  [And]  that  is  why  I  have 
never  believed  Britain  should  choose 
between  its  relationship  with  Europe 
and  America.  We  should  be  stronger 
with  [the]  U.S.  and  stronger  with  Eu- 
rope. We  are  no  use  to  America  as  an 
ally  if  we  have  no  influence  in  Europe. 

"In  respect  to  economic  reform, 
we've  been  able  for  the  first  time  in 
years,  because  we  have  more  influence 
in  Europe,  to  form  the  right  alliances  to 
try  and  push  economic  policy  in  that 
direction.  I  think  these  are  things  that 
are  important  also  for  the  U.S.  The  U.S. 
needs  an  open  Europe,  not  a  fortress 


Europe.  The  U.S.  needs  a  Europe  tha 
engaged,  sensible,  serious,  construct 
with  the  transatlantic  alliance." 

Security  is  certainly  one  key  to] 
for  discussion  when  President  Bush  a 
Prime  Minister  Blair  meet  face  to  fa 
U.S.  missile-defense  plans  are  age 
front  page  news.  How  will  this  play 
Europe? 

"This  is  definitely  in  the  b 
marked  'Handle  with  care.'  I  undc 
stand  totally  America's  desire  to  ma 
sure  its  people  are  properly  protectee 
also  understand  the  concerns  peop 
have  about  the  ABM  treaty  and  the  d 
sire  to  preserve  it.  My  own  judgment 
that  provided  we  handle  it  with  cai 
there  is  a  way  through  which  mee 
America's  objectives  and  other  peopl« 
concerns.  The  Bush  Administration 
very  sensitive  as  well  to  the  issue, 
there  is  missile  defense  in  the  U.S.,  he 
does  that  impact  defense  in  Europe?" 

For  a  transcript  of  the  interview,  go 
www.forbes.  com/blair. 


"INVESTORS  CAN  HAVE  GREATER  CONFIDENCE 

KNOWING  A  CFA  CHARTERHOLDER  IS 
HELD  TO  HIGH  ETHICAL  STANDARDS." 


Gary  P.  Brinson,  CFA 

The  Brinson  Foundation 

Chicago,  Illinois,  USA 

CFA  charterholder  since  1 976 


Gary  P.  Brinson,  CFA 


Around  the  world,  investment  professionals  and  investors  alike  recognize  the  value 
of  the  Chartered  Financial  Analyst"' (CFA)  designation.  When  you  choose  a  CFA 
charterholder  to  manage  your  investment  portfolio,  you  are  choosing 
someone  who  has  made  a  life-long  commitment  to  professionalism. 
Someone  who  annually  recommits  to  adhere  to  a  stringent  code  of  « 
ethic  al  conduct  set  by  the  Association  for  Investment  Management  r^^^. 
and  Research  (AIMR).  Which  means  always  putting  the  client's  interests  first. 
Whether  you  are  looking  to  invest  for  yourself  or  on  behalf  of  your  organization, 
choose  an  investment  professional  who  has  earned  the  globally  recognized  standard 
of  excellence.  Choose  a  CFA  charterholder. 
800-247-8132  •  804-951-5499  •  www.aimr.org 
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SETTING  A  HIGHER  STANDARD  FOR  INVESTMENT  PROFESSIONALS  WORLDWIDE'" 
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WRQ 


YOU  CAN  BE  THE  HERO. 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero. 


Give  us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
206.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 

Transition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 

integration  needs  and  host  access  from  any  desktop. 


(D  wrq  reflection 
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©  2001  WRQ,  Inc.  All  rights  reserved.  WRQ,  the  WRQ  logo,  Reflection  and  Verastream  are  registered  trademarks  or  trademarks  of  WRQ,  Inc. 
in  the  United  States  and  other  countries.  Other  brand  and  product  names  are  trademarks  of  their  respective  owners.  ' 


EIGH  GALLAGHER 

HEN  LISLE,  ILL- 
based  telecom 
equipment 
r  Tellabs  needed  to 
a  three-person  sales 
in  Oslo  in  January, 
st  thing  it  wanted  to 
is  negotiate  a  lease, 
p  a  phone  and  hag- 
ith  Norwegian  cus- 
inspectors.  "It  takes 
of  Congress  just  to 
he  furniture  in," 
real  estate  manager 
es  Wiercioch. 
iercioch  turned 
:gus,  the  11 -year 
Chertsey,  U.K.- 
provider  of  fully 
:ed  office  space, 

I  to  tiny  or  tempo- 
:enants.  With  the 
»f  a  few  e-mails, 
ioch  landed  space 
wntown  Oslo  in 
usiness  days, 
ith  66,000  desks  in 
mters  in  48  coun- 
Regus  attracts  big 

GlaxoSmithKline 
Tgest,  at  $15  million 
jus'  $600  million  in 
ae  last  year;  Seibel  Systems  is  at  36 
;or  an  average  price  of  $30  per  desk 
ly  (a  corner  office  with  a  view  will 
ore),  Regus  clients  get  a  wired  work- 
l,  mail  service  and  a  multilingual 
3  answer  the  phone  in  their  com- 
lame.  Other  services  are  a  la  carte. 

I I  years  Regus  has  barely  turned 
;  lights  in  the  U.S.  Founder — and 
)illionaire — Mark  Dixon,  a  41- 
W  Briton,  is  going  to  change  that, 
sion:  several  thousand  Regus  cen- 
re  within  ten  years,  mostly  in  small 
;  and  half  of  them  run  by  fran- 
s.  "You're  going  to  see  it  as  com- 
■  as  you  see  a  McDonald's,"  he  says, 
could  work.  Commercial  land- 
ire  recognizing  that  even  the  most 
lined  tenant  can't  project  2  years 
?t  alone  the  10  or  25  years  they 
n  a  long-term  lease.  If  the  market 
?lets  is  weak,  or  if  the  tenant  spent 


Transient  tenants  are  favorites  at  Regus 
as  Mark  Dixon  makes  his  U.S.  move. 


big  on  renovations,  it  can  cost  as  much 
as  $300  per  square  foot  to  gracefully  exit 
early  from  a  long-term  $35-per-square- 
foot  commercial  space,  says  Whitley 
Collins,  senior  vice  president  of  broker- 
age CB  Richard  Ellis.  A  Regus-like  mid- 
dleman can  make  both  landlord  and 
tenant  more  secure.  (Sam  Zell's  Equity 
Office  Properties  Trust  now  is  trying  its 
hand  at  short-term  furnished  space.) 

Small  satellite  offices  aren't  just  for 
expansions  into  unfamiliar  regions. 
They're  opening  as  a  convenience  to  val- 
ued employees.  That's  why  Intel  took 
15,000  square  feet  from  Regus  in  San 
Francisco's  East  Bay  last  year.  By  open- 
ing a  branch  office  in  San  Ramon,  it 
saves  employees  the  congested  commute 
to  its  Santa  Clara  headquarters. 

Leasing  to  Regus  lets  property  own- 
ers lure  their  established  tenants  to  the  rest 
of  the  building.  Mazda  occupied  4,000 


square  feet  in  Oakbrook 
Terrace,  111.  for  one  year, 
then  signed  a  longer-term 
lease  with  Equity  Office 
for  more  space.  Landlords 
can  also  extend  Regus  ser- 
vices like  videoconferenc- 
ing, translation  and  cater- 
ing to  other  tenants. 

That's  how  Regus  has 
been  able  to  secure  cov- 
eted spots  in  the  U.S.,  like 
One  Market  in  San  Fran- 
cisco and  the  former 
Seafirst  Center  in  Seattle. 
At  times  Regus  partners 
with  the  property  owner. 

Dixon  faces  chal- 
lenges. Lesser-known 
Dallas-based  HQ  Global 
Workplaces  has  been  in 
the  business  longer,  and 
with  $616  million  in  rev- 
enues is  slightly  larger. 
Both  must  overcome  bad 
memories  of  the  frag- 
mented "executive  suite" 
industry  in  the  1980s. 
And,  let's  face  it:  Regus 
might  answer  the  phones, 
but  $30  per  desk  per  day 
converts  to  as  much  as 
$75  per  square  foot  annu- 
ally, without  even  your  name  on  the  door. 

Dixon,  son  of  a  Ford  engineer  in 
Essex,  left  school  at  16  to  start  a  busi- 
ness delivering  sandwiches  on  a  bicycle. 
It  failed  because  "no  one  had  ever  told 
me  about  a  thing  called  margin,"  he 
says.  His  next  venture,  a  fleet  of  hot  dog 
and  hamburger  delivery  vans  in  Lon- 
don, lasted  only  until  he  realized  it  was 
the  buns  that  were  in  short  supply.  He 
started  a  bakery,  selling  out  to  a  food 
conglomerate  in  1988  for  $1.4  million. 
Within  a  year  he'd  plowed  everything, 
including  proceeds  from  selling  his 
house  and  cars,  into  Regus. 

In  October  Regus  listed  on  Nasdaq 
and  in  London  and  has  appreciated  46% 
to  a  $3.1  billion  valuation — a  rich,  if  not 
ridiculous,  130  times  expected  2001 
earnings.  If  Dixon  can  raise  more  capi- 
tal at  that  kind  of  price,  he  can  finance  a 
very  profitable  expansion  in  the  U.S.  F 
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Most  times  it  takes 
about  15  minutes  to  take  control 

of  your  401  (k). 

You  plan  for  your  future  by  investing  in  a  401  (k). 
TAJCj  Then  you  change  jobs  and  leave  the  account  with  your 

former  employer.  Time  passes  and  the  market  changes, 
but  your  401  (k)  may  remain  invested  the  same.  Which 
means  it  may  no  longer  be  allocated  appropriately, 
or  working  as  hard  as  it  once  did.  Now,  15  minutes 
is  all  it  takes  to  start  getting  your  control  back. 

Fidelity  Rollover  Express®  makes  consolidating  your  retirement  accounts  easier  than 
ever.  We  handle  the  paperwork  and  contact  your  previous  employers.  You  decide  how  to 
invest  -  select  from  individual  stocks,  mutual  funds,  bonds,  T-Bills,  CDs,  whatever.  Or  let 
the  Fidelity  FundsManager  ProgramSM1  invest  your  assets  for  you  in  a  model  portfolio  of 
mutual  funds. 

If  you'd  iike  to  consolidate  one  or  more  401  (k)  plans  currently  with  former  employers, 
call  us.  Put  the  expertise  and  service  of  Fidelity  to  work  on  your  retirement  portfolio. 

We  can  help  you  see  yourself  succeeding. 


Fidelity 

Rollover  Express 

Changing  jobs?  Take  your  retirement  savings*  with  you. 

Fidelity  Rollover  Specialists  can  help: 

•  Complete  the  application 

•  Contact  your  former  employer 

•  Speed  up  the  transfer  of  funds 

•  Implement  your  investment  strategy  in  which  you  choose 
from  individual  stocks,  mutual  funds  or  bonds  or 

•  Choose  Fidelity  FundsManager  Program5"  to  manage  your  account 


SPECIAL.  ADVERT 


NG  SECTION 


The  IRA  Planning  Guide 


y  now  most  investors 
have  recovered  from  the 
shock  of  year-end  statements  that 
detailed  nose-diving  equity  investments 
(read:  high-tech  stocks).  Others  may  have 
been  pleasantly  surprised  to  find  that 
while  they  may  not  have  accumu- 
lated the  same  percentage  of 
gains  that  they  racked  up  in 
previous  years,  they  are  sti 
on  target  for  their  retire- 
ment goals.  Regardless  of 
last  year's  performance, 
the  financial  plan  you've 
implemented  in  the  past 
few  years  should  be 
helping  you  to  over- 
look corrections  in 
the  market  and  fo- 
cus on  your  long-term 
financial  objectives.  And 
to  calmly  consider  some 
of  the  changes  the  year 
2000  brought. 

The  past  year,  for  instance, 
was  a  banner  time  for  indi- 
vidual retirement  accounts, 
with  fRA  assets  surpassing  both 
defined  benefit  and  defined  con- 
tribution account  balances.  Sur- 
prised? You  shouldn't  be.  "Accord- 
ing to  the  most  recent  report  by 
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Acre  at  40i(k)  plan  can   really   motivate  people. 

T\They  work  harder.  They  stay  at  their  johs  longer.  We  should  know.  As  the  nations  401  (k)  leader, 

'e've  heen  helping  growing  businesses  and  their  employees  secure  their  financial  futures  for  over  50  years. 

Jo  wonder  more  companies  choose  The  Principal  for  their  40 1  (k)  plans. *  Investment  choice  and  education, 

;cord  keeping,  loan  services  and  asset  allocation-we've  got  what  you  need.  With  personalized  service 

nd  local  support  to  make  the  process  easy.  Fishing  for  a  better  40 1  (k)  plan?  One  of 

ur  representatives  will  be  happy  to  catch  your  call  at  1-800-986-3343  (ext.  80080). 

Financial 

V  E    UNDERSTAND    WHAT    YOU'RE    WORKING     FO  ^  Group 


www.principal.com 


ipnl  Lite  Insurance  Company.  Insurance  products  and  services  offeree)  through  Principal  Life  Insurance  G 
Life  Insurance  Company,  a  member  of  the  Principal  Financial  Group.  Mutual  funds  distributed  through 
000,  based  upon  total  plans  served  in  1W  by  insurance  companies,  banks  and  investment  firms. 


Princor  Financial  Ser\ 


The  Principal'-  is  a  registered  trademark 
>ration  (member  SIPC).  'CIO  Magazine, 
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One  simplification  the  IRS  proposes 

is  how  to  calculate  your  required  minimum  distributic 


Cerulli  Associates,"  says  Sue  Putnam, 
manager  of  product  marketing  at  Franklin 
Templeton  Investments  Inc.,  "dollars  pre- 
viously incubating  in  401  (k)  accounts  are 
rolling  over  into  IRAs  both  as  people 
change  jobs  and  as  the  front  edge  of  the 
baby  boomer  generation  starts  to  move 
into  retirement." 

In  addition,  says  Putnam,  the  average 
American  employee  is  expected  to  change 
jobs  10  or  1 1  times  during  his  or  her  career. 
Every  time  you  change  jobs,  you  must 
make  a  decision  about  the  retirement 
assets  you've  accumulated.  A  significant 
percentage  of  you  choose  Rollover  IRAs. 

As  a  result,  at  $2.5  trillion,  IRAs  are 
now  the  largest  depositories  for  U.S.  pri- 
vate retirement  assets,  says  the  Cerulli 
Associates  report,  The  Rollover  IRA 
Market:  Retirement  Markets  In  Transition. 
By  2010,  nearly  half  a  trillion  dollars  a  year 
will  move  from  401  (k)  plans  into  Rollover 
IRAs.  Americans  who  have  spent  most  of 
their  lives  accumulating  for  retirement  are 
gearing  up  from  saving  money  for  retire- 
ment to  spending  money  in  it.  Baby 
boomers  are  about  to  welcome  retire- 
ment the  same  way  that  they  embraced 
coonskin  caps,  45  rpms,  platform  shoes, 
personal  computers,  sport  utility  vehicles 
and  mutual  funds  —  with  zeal. 

Just  like  any  other  phase  of  life,  this 
change  poses  its  own  challenges.  Should 
you  roll  over  your  401  (k)  funds  into  an  IRA? 
How  much  should  you  spend,  and  how 
much  shouid  you  continue  to  save?  What 
kind  of  asset  allocation  changes  should  you 


make?  What  are  your  options?  Should  you 
consult  a  financial  adviser?  The  most 
important  part  of  any  decision,  experts  sug- 
gest, is  that  you  continue  to  implement  a 
financial  plan  as  you  shift  from  one  phase 
of  life  to  another. 

Keep  Up  the  Education 
"Investors  continue  to  need  advice  and 
direction  as  they  retire,"  says  Julie 
Leclere,  marketing  manager  for  Principal 
Mutual  Funds. 

Kristin  Gibson,  director  of  sales  for  Prin- 
cipal Connection,  agrees:  "Most  people 
who  are  changing  jobs  or  moving  into 
retirement  look  for  some  kind  of  assis- 
tance. They  know  there  is  a  time  frame 
to  their  decision,  which  motivates  them 
to  decide." 

Basically,  investors  have  four  options 
when  changing  jobs  or  retiring:  1 .  Keep 
your  money  in  your  current  plan,  if  your 
plan  allows;  2.  Move  your  money  to  a  new 
plan,  if  the  new  plan  allows;  3.  Take  a  cash 
distribution;  or  4.  Roll  your  money  into  an 
IRA,  either  directly  or  indirectly. 

Option  number  one  allows  the  invest- 
ments that  you've  accumulated  so  far 
to  grow  within  your  old  plan.  One  reason 
to  leave  your  funds 
with  your  old  job 
is  that  the  plan 
may  offer  con- 
siderable 
flexibility  in 
fund  choice, 
for  instance, 


which  may  be  attractive.  You  also  rr| 
like  the  way  the  fund  managers  open 
If  you  don't  mind  adding  another  laye 
paperwork  to  your  financial  planning,  1 
this  option  may  work  for  you. 

If  you  are  changing  jobs  and  not  retii 
you  may  consider  option  two,  transfen 
your  savings  into  your  new  employ 
plan.  This  eliminates  one  source  of  e( 
record  keeping  because  you  are  keejj 
your  funds  in  one  place.  Your  investm 
choices  are  limited  to  the  ones  your  r 
plan  offers,  and  your  new  plan  may  n 
some  qualifications  —  you  may  not  be) 
gible  for  payroll  deductions  into  a  rej 
ment  account  for  a  year,  for  instance 
that  you'll  need  to  check  out.  A  quick) 
to  Human  Resources  should  help  ! 
determine  if  this  is  a  smart  choice. 

Option  number  three  allows  you 
convert  your  retirement  funds  into  q 
and  use  the  money  for  something  wq 
while,  such  as  a  down  payment  al 
house,  or  to  blow  it  all  on  a  luxury  itj 
"Eighteen  percent  of  Americans  tak 
cash  lump  sum,"  says  Fran| 
Templeton 's  Putnam.  She  no 
that  the  majority  of  thi 
who  cash  out  are  young 
with  fewer  assets.  If  you 
choose  this  route,  yj 
old  retirement  plan  \ 
sually  withhold  209fl 
your  funds  as  prep 
ment  for  federal 
come  taxes,  pi 
you  probably 


<  A  PERSPECTIVE  ON   MUTUAL   SERIES  FUNDS  > 


OUR  INVESTMENT  PHILOSOPHY? 


FIND  THE  BONE- 


COB 


DIG   DEEP  AND 
THE  TRUTH  WILL 
BE  EXPOSED • 
THAT'S  THE 
PERSPECTIVE 
BEHIND  OUR 
MUTUAL  SERIES 
FUNDS ■ 


Mutual  Series'  portfolio  managers  aggres- 
sively go  after  undervalued  securities  others 
have  overlooked.  And  once  they  uncover 
those  opportunities  where  they  can  be  a 
catalyst  for  change,  the  real  work  begins. 

To  reduce  risk,  our  team  takes  an  active 
interest  in  the  companies  in  which  they 
invest.  They  learn  everything  about  them. 
What  they  own.  Where  efficiencies  might 
be  realized.  And  what  can  be  done  to 
improve  earnings.  In  short,  they  work  with 
management  to  do  what  it  takes  to  actively 
help  increase  long-term  shareholder  value. 

Our  activist  approach  to  value  investing 
has  proven  itself  through  market  upswings 


as  well  as  downturns.  It's  the  reason  why 
we  believe  Mutual  Series  Funds  can  be  an 
important  part  of  your  overall  investment 
strategy. 

To  gain  more  perspective,  talk  to 
your  investment  representative  or  call 
1-80G-FRANKLIN  Ext.  P506. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  PERSPECTIVE™  > 


Win  Templeton  Distributors,  Inc.,  777  Mariners  Island  Boulevard,  San  Mateo,  CA  94404  Call  for  a  free  prospectus  containing  more  complete  fund  information,  including  sales  charges,  expenses 
risks.  Please  read  it  carefully  before  you  invest  or  send  money.  Investing  in  companies  involved  in  mergers,  reorganizations  and  liquidations  involves  special  risks.  franklintempleton.com 
01 
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Over  65%  of  Americans  roll  their  funds  over  to  an  IRA,  a 
what's  interesting  is  who  they  are  giving  their  money  tc 

—  Sue  Putnam,  Manager  of  Product  Marketing,  Franklin  Templeton  Investments 


have  to  pay  a  10%  early  withdrawal  fee. 
If  you  are  aged  59  1/2  or  older,  you 
will  not  be  subjected  to  the  10%  early 
withdrawal  penalty,  but  you  are  responsi- 
ble for  paying  income  taxes  on  your 
distribution. 

What  if  you  take  that  money  and  rein- 
vest it  instead  of  blowing  it  on  a  luxury 
item?  Let's  say  you  received  $15,000 
from  your  last  job.  After  taxes  and  penal- 
ties, you'd  net  about  $9,300.  Investing 
that  in  a  mutual  fund  for  20  years  at  a  9% 
annual  rate  of  return  will  give  you 
$32,647.  By  directly  rolling  over  that 
$15,000  into  an  IRA  with  the  same  rate 
of  return,  however,  you'd  accumulate 
$84,066.  And  since  most  investors  can 
count  on  a  lower  tax  bracket  when  they 
retire,  the  taxes  you'll  pay  on  your  distri- 
butions at  that  time  will  be  lower  too. 

The  Rollover  IRA 

That's  why  the  fourth  option,  the  Rollover 
IRA,  seems  a  no-brainer.  "Over  65%  of 
Americans  roll  their  funds  over  to  an 
IRA,"  says  Franklin  Templeton's  Putnam. 
"And  what's  interesting  is  who  they  are 
giving  their  money  to.  According  to  Cerulli, 
40%  are  working  with  broker  dealers, 
41  %  are  going  to  mutual  fund  compa- 
nies, 12%  are  choosing  banks  and  6% 
are  going  to  insurance  companies.  These 
figures  mean  investors  are  continuing  to 
look  for  choice  They  want  to  look  at 
different  ways  to  si  their  money  — 
individual  stocks  as  v  -  mutual  funds 
—  to  give  them  a  bit   io  e  control  over 


their  portfolio.  And  they  are  also  looking 
for  advice." 

Those  facing  retirement  need  to  ask 
themselves  some  important  questions, 
says  Zipora  Schneider,  marketing  manager 
of  Retirement  Plan  Products  for  Franklin 
Templeton.  "The  set  of  questions  invest- 
ors ask  shifts  from  'How  do  I  save  for 
retirement?'  to  'How  do  I  plan  once  I'm 
in  retirement?'  Those  investors  facing 
retirement  have  to  look  at  their  life 
expectancies  and  determine  what  they 
think  their  total  expenses  will  be.  What 
are  your  current  spending  habits?  What's 
your  standard  of  living?  What  do  you 
want  to  do  when  you  retire?" 

A  crucial  point  to  remember  is  that  you 
want  to  make  sure  your  retirement  sav- 
ings continue  to  grow,  both  Putnam  and 
Schneider  stress.  Consulting  an  invest- 
ment professional  at  this  point  can  help 
you  not  only  to  look  at  the  big  picture,  but 
also  to  ensure  that  your  investments  con- 
tinue to  grow  while  you  are  off  practicing 
your  swing  on  the  16th  green. 

Making  the  Best  Decisions 

For  most  Americans,  saving  for  a  secure 
retirement  is  an  individual  challenge  they 
must  meet  themselves.  Defined  contri- 
bution plans  (401  (k)s  and  403(b)s)  are  the 
norm,  as  defined  benefit  and  pension 
plans  fall  by  the  wayside.  But  managing 
money  can  be  a  full-time  job,  as  financial 
planning  becomes  more  and  more  indis- 
pensable for  those  who  want  to  accumu- 
late for  their  retirement. 


The  need  for  advice  has  grown  er 
mously  in  the  last  10  years.  M 
investors,  overwhelmed  by  the  inve 
ment  choices  available,  have  neither 
time  nor  the  experience  to  make  the  ri 
choices.  They  may  not  have  access 
information  that  tells  them  when  to  b 
sell  or  hold  important  investments.  Tl 
need  guidance  to  develop  a  financial  p 
as  well  as  to  determine  the  correct  as 
allocation  strategy  to  reach  their  ret! 
ment  goals. 

Financial  Planner  or  Financial  Advisi 
Do  you  know  the  difference  betwee 
financial  planner  and  a  financial  advis 
Some  people  confuse  financial  plann 
with  investment  planning  or  with  son 
one  who  advises  on  a  specific  investmt 
security  selection.  A  financial  planner  u 
ally  carries  a  designation  like  Certifi 
Financial  Planner  (CFP)  or  Register 
Financial  Planner  (RFP),  both  of  whi 
require  substantial  coursework  and  a  rr 
imum  of  a  few  years'  practical  experieni 
as  well  as  yearly  continuing  education. 

A  qualified  financial  planner  can  coor 
nate  all  your  financial  goals,  either  alo 
or  with  advisers,  to  help  implement  t 
different  elements  in  your  plan.  To  cc 
struct  an  estate  plan  for  a  high-net-woi 
person  with  complicated  goals  m 
require  your  financial  planner  to  enga' 
the  services  of  more  than  one  other  pi 
fessional:  an  accountant,  lawyer,  insi 
ance  agent  and  possibly  an  investme 
counselor. 
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ing  isn't  a  jungle  to  us.  It's  home.  For  oyer  50  years,  Dreyfus  has  helped  investors     YOU,  YOUR  ADVISOR  AND 
:heir  financial  goals.  Put  our  knowledge  and  experience  to  work  for  you.  To  learn 
,  call  your  financial  advisor.  Or  for  a  referral,  call  Dreyfus  at  1-888-346-8893. 

incial  advisor  can  provide  you  with  a  prospectus  containing  complete  information  including  charges  and  expenses 
Ireyfus  fund.Please  read  it  carefully  before  you  invest  ©2001  Dreyfus  Service  Corporation,  Distributor.  a  mellon  financial  company 
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Each  year,  more  and  more  people  are 
entering  the  financial  service  industries, 
offering  themselves  as  financial  consul- 
tants. How  do  you  choose  from  among  the 
many  who  want  to  help  you  save?  Do  you 
want  to  become  more  self-sufficient  or  do 
you  want  to  delegate  responsibility  so  you 
can  focus  on  running  your  own  business? 

It  is  also  helpful  to  decide  what  your 
specific  investment  concerns  are  before 
you  meet  with  an  adviser  or  planner.  Do 
you  want  advice  just  on  a  mutual  fund,  or 
are  you  concerned  about  estate  planning 
as  well?  Maybe  you  want  to  focus  both 
on  saving  for  retirement  and  ensuring  the 


shortlist  to  set  up  some  interviews,  take 
along  a  list  of  questions  to  help  deter- 
mine your  choice. 

Find  out  about  the  adviser's  education- 
al background,  professional  affiliations 
and  registration,  areas  of  specialization 
and  years  of  professional  service.  Ask 
him  or  her  to  share  with  you  his  or  her 
investment  philosophy.  A  good  adviser 
will  always  ask  you  what  your  goals  are 
and  the  time  frame  for  those  goals.  He  or 
she  should  be  a  good  listener  as  well, 
someone  with  whom  you  feel  a  rapport. 
You  should  be  able  to  use  your  adviser  as 
a  resource  for  answers  to  questions  and 


with  yearly  rebalancing.  And  if  any 
changes  like  inheritance  or  marriage  oa 
you  want  to  check  in  to  see  if  you  neeo 
make  changes  to  your  financial  bluepnr 

Asking  the  Right  Question 
Those  who  choose  a  Rollover  IRA  wtl 
leaving  the  workforce  for  retirement  hi 
a  different  set  of  needs  from  the 
who  are  moving  from  one  job  to  anotH 
"We  have  the  same  interview  procd 
with  both  groups  initially,"  says  De 
Schmitz,  manager  at  Principal  Conn' 
tion.  "We  want  to  find  out  their  objt 
fives  and  needs  so  that  we  can  taile 


Most  people  who  are  changing  jobs  or  moving  into  retire 
They  know  there  is  a  time  frame  to  their  decision,  w 


seamless  transfer  of  your  business  to 
your  son  or  daughter  when  you  retire.  It's 
important  to  help  qualify  your  needs,  but 
a  good  financial  planner  can  help  you 
decide  what  your  needs  are. 

How  to  Choose 

Most  experts  agree  that  collecting  names 
from  trusted  friends  and  legal  advisers  is 
a  good  way  to  start.  Then  conduct  inter- 
views and  check  references.  Think  about 
what  kind  of  an  adviser  would  be  most 
helpful  to  you. 

You  can  research  financial  advisers  at 
the  National  Association  of  Securities 
Dealers  (NASD)  Web  site  or  by  calling  1- 
800-289-9999.  Once  you've  made  a 


problems  you  either  don't  understand  or 
don't  have  the  time  to  research. 

Ask  the  adviser  how  he  or  she  is  com- 
pensated. This  can  be  important  when 
determining  what  kind  of  investments  he 
or  she  recommends.  The  kind  of  advice 
you  receive  from  a  fee-based  adviser 
often  will  be  different  from  those  who 
work  on  commission  from  the  companies 
whose  products  they  sell. 

Once  you've  decided  with  whom  you'd 
like  to  work,  decide  how  often  you  need  to 
seek  their  advice.  Some  people  need 
advice  on  a  onetime-only  basis,  while  those 
with  complicated  financial  scenarios  need 
advice  much  more  regularly.  Some  experts 
say  that  quarterly  meetings  are  important, 


program  to  fit  their  specific  situation." 

Kyle  Selberg,  vice  president  of  mark! 
ing  for  Principal  Mutual  Funds,  agre 
that  it  is  crucial  to  discover  an  investc 
objectives.  "People  nearing  retireme 
have  a  different  set  of  concerns  than  t 
job  changers,"  he  says.  "We've  discc 
ered  that  many  investors  want  to  ke 
control  of  their  money  once  they' 
entered  retirement.  Some  people  are 
interested  in  annuitizing.  They  don't  wa 
to  lose  control  of  their  principal.  They  c 
more  concerned  about  their  beneficiarif 
their  payout  options  and  the  tax  impli< 
tions  of  the  decisions  they  make.  Contn 
choice  and  flexibility.  Those  are  the  thr 
most  important  items  on  their  agenda 
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erg  notes  that  baby  boomers  are 
arting  to  leave  the  workforce  and 
hile  the  financial  service  industry 
ded  quickly  to  accumulation  needs 
le  past  two  decades,  it  now  needs 
r  a  high  level  of  retirement  income 
s  as  well.  "Our  industry  hasn't 
;  been  focused  on  the  distribution 

he  says,  "but  we  are  moving 
/  to  provide  programs  to  meet 

needs.  The  Principal  Financial 
§>,  in  fact,  has  been  a  pioneer." 
Principal  Path  for  Income  program, 
mple,  offers  retirees  a  way  to  move 
j  the  fixed-rate  investments  many 


We  believe  in  customizing  solutions  for  ferent  table  is  used.  This  number  is  used  in 
each  of  our  clients."  calculating  the  required  minimum  distribu- 

tion, which  will  be  smaller  because  the 
new  life  expectancy  is  greater.  The  IRS  is 
Recent  tax  changes  proposed  by  the  in  effect  giving  you  a  much  more  favorable 
IRS  in  January  2001,  to  go  into  effect  life  expectancy,  which  stretches  benefits 
on  January  1,  2002,  may  help  to  stream- 
line some  of  those  processes,  says  Pete 
Leo,  assistant  director  of  Advanced 
Markets  for  the  Principal  Financial 
Group.  "The  IRS  has  not  only  sim- 
plified regulations,  but  also  made 
IRA  distributions  more  benefi- 
cial for  the  taxpayer.  This  is  not 
something   we're    used  to 


or  some  kind  of  assistance, 
sites  them  to  decide.  IJ|  Ijp 

s  choose  when  —  Kristin  Gibson,  Director  of  Sales,  Principal  Connection 

!  the  workforce. 

considered  a  simple  approach  that 
5S  risk,  fixed-income  investments 
(pose  you  to  long-term  inflation  and 
offer  growth  opportunities  for  your 
i.  People  are  living  longer,  and  they 
leir  retirement  funds  to  fund  all  their 
nent  years.  "A  more  effective 
3ch  may  be  to  spread  your  assets 
3  a  variety  of  investment  sectors," 
■elberg.  Each  individual  case  is  dif- 
,  he  stresses.  "You  need  to  deter- 
/our  future  income  needs,  assess 
sk  tolerance,  and  then  determine  a 
asset  allocation  strategy  to  invest  in 
:ts  that  match  your  tolerance  for  risk. 


seeing,  and  we  appreciate  the  IRS  taking 
this  route." 

One  simplification  the  IRS  proposes  is 
how  to  calculate  your  required  minimum 
distribution.  Investors  had  to  decide  if  their 
payout  was  going  to  be  based  on  a  single 
life  expectancy  or  a  joint  one,  and  a  com- 
plicated method  of  calculation  was  used  to 
determine  the  distribution.  This  was  also 
difficult  to  change  once  put  in  place.  With 
the  new  regulations,  says  Leo,  "it  doesn't 
really  matter  who  your  beneficiary  is.  A 
new  table  gives  everybody  70  years  old  a 
26.2-year  life  expectancy,  unless  a  spouse 
is  more  than  10  years  younger;  then  a  dif- 


over  a  long  period  of  time,  including  in- 
creased growth  of  account  balances.  Cal- 
culating this  way  is  much  less  complicated 
than  it  used  to  be." 

There  are  about  30  pages  of  proposed 
changes,  says  Leo,  and  you  will  need  to 
consult  a  tax  adviser  to  determine  how  the 
changes  may  affect  your  retirement  situa- 
tion for  the  better.  "While  the  changes  are 
not  going  to  be  official  until  January  1, 
2002,"  says  Leo,  "the  IRS  did  say  that  if 
investors  want  to  rely  on  these  proposed 
regulations  for  2001  distributions,  they 
could  do  so,  anticipating  that  the  changes 
will  go  into  effect."  ■ 
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Should  you  put  money  in  an  IRA? 

That's  not  the  question. 
The  question  is,  which  IRA? 


On  one  hand,  it's  a  very  simple 
decision.  The  tax  advantages  of 
an  IRA  make  it  easy  to  build  the 
funds  you'll  need  down  the 
road.  But  do  you  invest  in  a  Roth 
IRA?  Are  you  eligible  for  a  tax 
deductible  Classic  IRA?  Should 
you  consolidate  retirement 
accounts  in  a  Rollover  IRA? 

The  answers  you  need 
from  people  you  trust. 

At  TIAA-CREF,  we've  become 
one  of  the  foremost  retirement 
organizations  in  the  world'  by 
helping  people  like  you  answer 
questions  like  these. 


Log  on  to  our  Web  site  and 
you'll  find  clear  explanations  of 
the  rules,  tax  advantages  and 
benefits  that  can  make  your 
choice  simpler.  Or  give  us  a  call. 
Our  phones  are  staffed  by  expert 
financial  counselors— not 
commissioned  salespeople. 

Whose  IRA  is  just  as 
important  as  which  IRA. 

Whichever  IRA  you  choose, 
your  investments  will  receive  the 
same  dedication  to  long-term 
performance,  low  expenses, 
and  a  full  range  of  account 


and  investment  options  that 
you  would  expect  from  the 
TIAA-CREF  group  of  compani 

Also,  you  can  open  an  IRA 
with  a  smail  investment,  and 
even  download  prospectuses 
obtain  your  application  online 
Which  makes  getting  started 
with  the  TIAA-CREF  group  as 
easy  as  getting  answers  from 

For  the  answers  and  IRA 
you  need,  just  log  on  to 
www.tiaa-cref.org/iras  or 
call  1  800  842-1924 


Ensuring  the  future  for 
those  who  shape  it. 


1  8  0  0  8  4  2  -  1  9  2  4   dept:  N73 


www.tiaa-cref.org 


For  more  complete  in  -mat  on  on  our  securities  products,  call  1  800  842-1 924  for  prospectuses.  Read  them  carefully  before  you  invest.  1.  Based  on  $275  billion  in  a; 
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low  in  America 

e's  a  first:  A  giant  Russian  company  takes 
r  a  publicly  owned  American  business. 


IMAS  KELLNER 

VHAT  BOLSHEVIK  LEAD- 
ers  vowed  to  do  but 
couldn't  has  now  been 
done:  Lukoil,  Russia's 
largest  oil  company,  has 
over  a  piece  of  America.  In  De- 
?r  it  bought  publicly  traded  Getty 
leum  Marketing — 1,300  East 
:  gas  stations — for  $71  million, 
wer  market.  Purchase  of  a  refin- 
ay  be  next. 

git  Alekperov,  Lukoil's  chief  execu- 
id  a  power  broker  in  almost  every 
:al  involving  oil  in  the  former  So- 
Jnion,  says  Getty  eventually  will 
ibute  $50  million  to  the  bottom 
jiven  that  Getty's  net  income  in 
vas  just  $2  million,  this  acquisition 
>e  intended  as  the  first  piece  of  a  fu- 
ukoil  integrated  operation  here.  It 
look  something  like  this:  Crude  oil 
Lukoil's  newly  finished  Varandey 
nal  on  the  Arctic  Ocean  is  trans- 
i  by  Lukoil  tankers  to  a  Lukoil  re- 
'  on  the  U.S.  East  Coast  and  then 
t  Lukoil  gas  stations. 
»r  the  moment,  Lukoil  is  stronger 
:  wellhead  than  downstream.  Its 
ries  processed  only  38%  of  the  oil 
impany  pumped  in  1999.  Its  2,000 
tations  worldwide  pale  beside 
i's  45,000.  Although  Lukoil  owns 
of  the  Russian  tanker  fleet  and  is 
ing  more  ships,  the  company  has 
;d  export  capacities.  Refineries 
.ukoil  recently  bought  in  Bulgaria 
Jkraine  are  inefficient  and  will 
cash  injections  on  the  scale  of 
million  over  the  next  few  years. 
Measured  by  crude  production  and 
serves,  Lukoil  is  a  giant.  Its  19  bil- 
>arrels  of  audited  reserves  fall  just 
f  Exxon's.  It  pumped  1.5  million 
Is  of  oil  a  day  in  1999,  about  two- 
s  of  Exxon's  production.  But  fi- 
ially,  Lukoil  is  in  the  minor 


leagues.  It  earned  an  estimated  $2.9  bil- 
lion on  $17  billion  in  revenues  last  year. 
Although  Lukoil  trades  at  a  premium 
to  its  Russian  peers  like  Yukos  and 
Surgutneftegaz,  it  still  sells  at  just  three 
times  estimated  2000  earnings.  (Its 
ADRs  have  more  than  doubled  in  value 
since  they  were  issued  in  1996  but  trade 
54%  off  their  1997  peak.)  By  contrast, 
mighty  Exxon  trades  at  17  times  2000 
earnings.  The  market  value  of  Exxon's 
reserves  is  $13  per  bar- 
rel of  oil — Lukoil's  just 
48  cents. 

What  you  are  see- 
ing here  is  a  kleptocrat 
discount.  Russian  cor- 
porations do  not  have 
a  good  reputation  for 
treating  their  Western 
shareholders  with  re- 
spect. Lukoil  is  making 
a  sincere  effort  to  break 
the  pattern,  says  Steven 
Allen,  analyst  for  Re- 
naissance Capital  in 
Moscow.  Alekperov 
pays  out  12%  of 
Lukoil's  earnings  as 


We  will  buy 

you:  Vagit 

Alekperov's 

capitalist 

spin  on  a 

Khrushchev 

threat. 


Red  Bull 

Lukoil  is  just  emerging  abroad 
but  at  home  it's  already  an 
established  heavyweight. 


Increase  in  Lukoil's  oil 
reserves  from  1995-99. 


War  m  1 


Portion  of  Russia's 
total  oil  production. 

Share  of  total  tax  revenue 
collected  in  Russia. 

Annual  contribution 
to  Russia's  GDP. 

Source:  Lukoil. 


cash  dividends  and  has  promised  to 
raise  that  fraction  to  45%  by  2009. 

This  didn't  stop  BP- Amoco  from  an- 
nouncing in  January  that,  frustrated  by 
its  lack  of  influence,  it  would  unload  its 
7%  stake  in  Lukoil.  Nor  does  it  help  that 
Russian  tax  authorities  have  accused 
Lukoil  of  tax  evasion.  Then  there  is  the 
question  of  who  exactly  owns  Lukoil.  In 
1999  the  Russian  government  sold  a 
third  of  its  26%  stake  cheaply  to  a  mys- 
terious Cyprus-based  outfit  called  Re- 
forma  Investment.  Is  Reforma  secretly 
controlled  by  Lukoil  management?  We 
don't  know.  When  the  European  Bank 
for  Reconstruction  &  Development  of- 
fered Lukoil  a  $150  million  loan  last  year 
on  the  condition  that  it  disclose  who's 
behind  Reforma,  the  company  balked. 

  All  this  should  be 

clarified  if  Lukoil  fol- 
lows through  on  its 
plans  to  float  a  6% 
stake  as  Level  III  ADRs 
on  the  New  York  Stock 
Exchange  in  the  sec- 
ond half  of  2001.  Level 
III  means  three  years 
of  U.S. -quality  finan- 
cial reports. 

If  investor-friendly 
capitalism  finally  takes 
hold  in  Russia,  look 
for  Lukoil  to  set  the 
pace.  But  we  don't 
know  that  it  will  take 
root.  F 
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BY  NEIL  WEINBERG 

KEVIN  TEASLEY,  WHO  IS  IN  THE 
business  of  promoting  school 
voucher  programs,  is  no  fan  of 
referendum  campaigns.  He 
helped  organize  the  voucher  referen- 
dum that  failed  in  California  in  1993. 
Recently  he  witnessed  two  more  flops 
just  like  that  one:  Voters  in  Michigan 
and  California  decisively  rejected 
plans  to  let  parents  use  tax 
money  at  private  schools.  These 
landslides  came  despite — or  per- 
haps because  of — heavy  cam- 
paigning in  support  of  the  plans, 
funded  in  Michigan  by  the 


called  Children  Having  Opportunity 
in  Colorado  Education.  "What  I  liked 
about  Milwaukee  was  seeing  parents 
saying  'I  want  this  opportunity  for  my 
kids,' "  says  Gonzales. 

Teasley,  38,  has  won  funding  from 
the  same  sort  of  people  who  funded  the 
more  direct  referendum  attacks  on  the 
public  school  monopoly.  Among  his 


Grass  Roots 

Heavy-handed  voucher  campai 
tend  to  bomb  at  the  ballot  box. 


gns 


DeVos  family  of  Amway  fame   Jhere'S  a  better  WaV. 

and  in  California  by  Timothy 
Draper,  the  venture  capitalist. 

There's  a  better  way  to  get 
pro-voucher  laws  passed,  says 
Teasley:  Aim  at  the  grass  roots. 
Two  years  ago  Teasley,  a  former 
policy  analyst  with  the  Heritage 
Foundation  and  the  Reason 
Foundation,  set  up  the  Greater 
Educational  Opportunities 
Foundation  in  Indianapolis  to 
do  just  that.  It  shuttles  parents, 
teachers  and  state  legislators  to 
Milwaukee  to  look  at  a  voucher 
program  in  action.  The  ten-year- 
old  Milwaukee  program  has 
9,000  students  taking  $5,600 
apiece  in  taxpayer  funding  to 
their  private  schools. 

The  pilgrimages  have  won 
over  some  converts.  One  is 
Daniel  Williams,  who  runs  the  Newark, 
N.J.  branch  of  the  National  Association 
for  the  Advancement  of  Colored  People. 
On  returning  from  a  trip  to  Wisconsin 
last  year,  Williams  broke  with  the 
NAACP's  national  policy  against  vouch- 
ers and  joined  the  board  of  Excellent 
Education  for  Everyone,  a  New  Jersey 
school-choice  group. 

Another  convert:  Colorado  school 
administrator  Nita  Gonzales,  whose 
father  was  a  civil  rights  organizer.  She 
was  anti-voucher  before  a  Milwaukee 
trip  with  Teasley  two  years  ago.  She 
has  since  set  up  a  pro-voucher  group 


foundation's  benefactors  are  John  Wal- 
ton, whose  family  founded  Wal-Mart; 
Edward  McVaney,  founder  of  software 
vendor  J.D.  Edwards;  the  DeVos  family; 
and  Christel  DeHaan,  widow  of  Resort 
Condominiums  International  founder 
Jon  DeHaan.  The  foundation,  which 
spent  $1.3  million  last  year,  has  $800,000 
in  the  bank.  The  tax-exempt  foundation 
gets  around  the  prohibition  on  politick- 
ing by  not  endorsing  candidates,  bills  or 
initiatives,  though  it  does  provide  infor- 
mation on  voucher  programs. 

The  inspection  tours  counteract  the 
usual  propaganda  against  vouchers — 


that  they  will  subsidize  rich  kids 
allow  private  schools  to  cherry-pick 
best  students.  Milwaukee  opens  its  p 
gram  only  to  low-income  familiei 
forbids  screening  on  academic  abi 
(Of  the  1 10  private  schools  accept) 
vouchers,  17  were  accused  of  wroi 
fully  screening  students,  making  ri 
gious  activities  mandatory  or  comni 
ting  other  infractions.) 

It  isn't  only  the  voucher 
cipients  who  are  benefit! 
from  school  choice  in  Milwi 
kee.  In  response  to  the  com 
tition,  the  city's  public  schc 
have  expanded  early- morn 
and  after-school  care  from  3 
to  46,000  children  in  five  yea 
Many  public  schools  advert! 
When  the  Central  City  Cy| 
School  opened  in  the  middl 
Milwaukee's  oldest  put 
housing  project  last  year, 
head  of  the  charter  school  wi 
door-to-door  asking  parents 
enroll  children  and  promis: 
each  family  access  to  a  lap 
PC.  Milwaukee's  public  scho 
are  enjoying  their  highest  pi 
lie-approval  rating  since  Wo 
War  II.  Meanwhile,  a  Harv; 
study  has  found  signifia 
gains  in  math  and  reading 
kids  who  left  their  lo 
schools. 

"The  dialogue  has  chang 
because  a  poor  black  kid  ha 
financial  value,"  says  Howj 
Fuller,  a  former  Milwaukee  schc 
superintendent. 

So  far  Teasley's  foundation  has  tat 
400  people  to  visit  Milwaukee.  It's  a  sts 
but  he  has  a  long  way  to  go  to  win  o- 
the  country  to  school  choice.  Today  o: 
three  states  (Florida,  Maine  and  V< 
mont!  and  two  cities  (Cleveland  is  I 
other)  fund  vouchers — for  15,000  st 
dents  in  all.  The  public  school  near-rr 
nopoly,  which  controls  95%  of  the  $3 
billion  a  year  this  country  spends 
K-12  education,  is  not  about  to  give 
even  a  single  point  of  market  share  wi' 
out  a  fight. 


'The  6  ingeil  a  poor  black  kid  has  financial  value. 
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Priority  Mail®  service 
offers  fast  delivery 
for  a  lot  less.* 

When  it  comes  to  shipping, 
maybe  you  should  shop  around.. 
Priority  Mail  service  can  deliver 
your  2-to-3  day*  packages  for  up 
to  50%  less.*  And  we'll  ship  them 
to  any  address  or  PO  Box  in  the 
country,  even  on  Saturday,  at 
no  extra  charge.  Add  Delivery 
Confirmation™  service  and  you'll 
always  know  when  your 
~~7   package  arrived.  How  can 
/  your  business  benefit  from  the 
best  bargain  in  shipping?*  Go 
to  www.usps.com,  enter  keyword 
prioritymail,  and  find  out  today. 
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Cheapskate  Jburnalism 


Journal  Register  Co.  reminds 
us  that  you  can  make  good 
money  running  mediocre 
newspapers  in  small  towns. 
Robert  Jelenic  is  a  master 
of  the  black  art. 

BY  NATHAN  VARDI 

TIGHT  TIMES  IN 
the  newspaper 
business  are  an 
old  story  for 
Robert  Jelenic. 
Nobody  cinches  the  belt 
tighter  than  his  Journal 
Register  Co.,  where  cost- 
cutting  has  become  an  art. 

Checking  odometers  in 
reporters'  cars  against  ex- 
pense reports,  running 
front-page  ads  and  com- 
pelling   publishers  to 
promptly  send  weekly  fi- 
nancial reports  so  Jelenic 
can  scan  for  the  odd  indulgence  are  tra- 
ditions at  Journal  Register.  "I  am  sure 
we  get  beat  for  some  personal  calls  and 
miles  here  and  there,"  sighs  the  boss. 

For  the  22  small  dailies  and  162 
nondailies  in  Trenton,  N.J.-based  Jour- 
nal Register's  fold,  200  l's  prospect  of 
curtailed  ad  growth  and  higher 
newsprint  costs  is  just  another  reason 
to  pinch  pennies.  Jelenic's  publishers 
cling  to  35%  operating  margins  on  the 
company's  $464  million  in  revenues. 
That's  a  good  seven  percentage  points 
above  the  sector  average.  Even  Gannett, 
a  class  act  in  the  mediocre-newspaper 
business,  has  an  operating  margin  of 
only  34%  in  its  newspaper  division. 

Such  parsimony  is  often  not  popular 
in  the  journ  ilism  fraternity.  Family 
owners  of  target  papers  have  shied  from 
selling  to  Jelenic  tor  fear  he'd  bleed  the 
new  acquisition:  en  behemoth 
Thomson  Corp.  is  said  to  have  taken  less 
than  Journal  Register  <  ffered,  instead 


No  shame:  Jelenic  touts  the  awards  and  increasingly  colorful  press  runs 

selling  the  Connecticut  Post  and  other 
properties  to  William  Dean  Singleton's 
MediaNews  Group,  which  is  hardly  shy 
about  cost  cuts  (FORBES,  July  3,  2000). 
And  some  on  Wall  Street,  of  all  places, 
worry  that  diminished  quality  will  un- 
dermine Journal  Register's  franchises. 

But  Jelenic,  50,  will  have  none  of 
this.  He  waves  in  critics'  faces  various 
editorial  awards  his  papers  have  won 
and  the  increasing  use  of  color  in  his 
pages.  High  margins,  Jelenic  says,  are 
partly  a  bounty  for  helping  trailblaze 
the  practice  of  buying  community  pa- 
pers in  geographic  bunches  to  lure  ad 
dollars  from  metro  dailies  and  trim  ex- 
penses through  staff  consolidation.  And 
let's  face  it:  Most  of  this  journalistic  ter- 
rain is  bleak.  As  newspaper  consultant 
John  Morton  puts  it:  "Journal  Register 
does  a  typical  job  in  covering  commu- 
nities. They  are  not  the  New  York  Times, 
but  that's  not  their  goal." 

Private  equity  firm  E.M.  Warburg, 


Fincus  assembled  Journa 
Register  in  1990  from  th 
remnants  of  Ralph  Inger 
soil  It's  newspaper  empire 
then  drowning  in  pin 
bonds.  Warburg  tapped  Je 
lenic,  already  at  Ingersol] 
to  save  its  investment.  I 
saw  a  tough  accountant 
Jelenic,  son  of  a  Canadiai 
nickel  miner,  once  workei 
a  refinery  shift  staring  a 
the  blood  of  a  man  whi 
had  died  doing  his  jol 
hours  earlier. 

Warburg  had  Jeleni 
take  the  company  publi 
in  1997,  hoping  to  reduc 
its  ownership  stake  whe: 
the  stock  price  rose.  Share 
have  gained  only  14%,  t 
a  recent  $16,  and  Warbur 
still  owns  57%. 

Meantime,  Jelenic  ha 
acquired  13  dailies,  12 
nondailies  and  3  printer 
over  seven  years  in  his  bi 
to  enhance  market  posi 
tion.  Biggest  was  a  $30 
million  cash  deal  for  2 
publications,  mostly  i 
Pennsylvania  and  New  York,  fror 
Goodson  Newspaper  Group.  He's  sti 
buying,  but  the  acquisitions  have  lei 
Journal  Register  with  $436  million  c 
debt,  3.1  times  its  operating  income  (ne 
before  depreciation,  interest  and  taxes 
After  a  recent  sale  that  ratio  remains 
good  50%  above  the  industry  mean. 

When  it  goes  to  sell  properties,  Joui 
nal  Register  has  an  interesting  problen 
"It's  a  struggle  to  find  buyers  becaus 
there  is  hardly  any  room  for  margin  im 
provement  at  their  papers,"  says  Bea 
Stearns  analyst  Kevin  Gruneich. 

At  least  community  papers  are  nc 
dependent  on  national  advertisers,  th 
first  to  flee  in  the  downturn.  Also,  Joui 
nal  Register's  classified  ads  are  less  likel 
to  migrate  online  than  big-city  classi 
fieds.  On  a  same-paper  comparison,  Je 
lenic's  classified  revenue  was  up  4.5°/ 
last  year.  "Nobody  is  recession-proof, 
says  Jelenic.  "But  we  are  like  the  tortoist 
not  the  hare."  Just  as  lean,  though.  I 
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The  fastest 
fast-growth  companies 
rely  on  Autonomy. 

You  should 
find  out  why.  Fast. 


Automotive, Telecoms,  Construction  and  Equities 
are  among  the  fastest  growing  business  sectors  in  the 
US  according  to  Fortune  Magazine. 

And  the  leading  companies  in  each  of  these 
sectors  (GM,  Ericsson,  Halliburton  and  Deutsche 
Bank  respectively)  have  something  else  in  common. 

Autonomy  software  is  playing  a  key  part  in  their 
success,  and  it's  not  hard  to  see  why. 

Autonomy  software  enables  businesses  to 
automatically  categorize,  hyperlink,  deliver  and 
personalize  vast  quantities  of  unstructured  data. 

In  other  words  it  provides  an  infrastructure  for 
automating  business  operations  in  areas  that,  until 
now,  have  been  totally  dependent  on  human  labor. 


As  a  result,  it  is  also  providing  huge  competitive 
advantages  to  hundreds  of  businesses  throughout 
the  world. 

What's  more,  these  businesses  are  already  leaders 
in  their  field  or  are  well  on  the  way  to  becoming 
tomorrow's  leaders.  Autonomy  is  fundamental  to 
the  kind  of  success  they  are  already  enjoying. 

More  significantly  many  companies  believe  that 
future  success,  for  them  or  any  one  else,  will  depend 
on  Autonomy  software. 

So  the  message  is  clear.  If  you  don't  already  have 
it,  go  get  it.  Fast. 

Call  us  toll  free  at  l-877-MYAUTONOMY  or  visit  our 
website  at  www.autonomy.com 

*     \  • 

•       -%  * 


Autonomy. 

Read  between  the  lines. 


THAKTICTF 


BY  PETER  BRIMELOW 


30% 


12th  graders 
smoking  daily 


The  Price  of 
Risky  Behavior 

Steep  cigarette  prices  have  discouraged 
teenage  smokers,  but  not  as  much  as  you 
might  want. 


$3.51 
Price  per  pack 

(adjusted  $2001) 
$3.28 


2.5C 


20.6% 


Price  up, 
smoking 
down. 


2.0C 


slightly, 
teen  smoking 
rises  a  lot. 


Price  rises,  teen  smoking 
falls,  slightly. 


1.50 


10 


Price  falls— but  teen 
smoking  falls,  too. 

DO  PRICE  INCREASES  SCARE  YOUNGSTERS  AWAY  FROM  TOBACCO?  ONLY  TO  SOME  EXTENT. 
MIT  economist  Jonathan  Gruber,  editor  of  the  forthcoming  National  Bureau  of  Economic  Re- 
search's Risky  Behavior  Among  Youths:  An  Economic  Analysis,  calculates  that  about  one-fourth 
of  the  alarming  mid-1990s  increase  in  teen  smoking  can  be  explained  by  the  downward  blip  in  ciga- 
rette prices  between  1 992  and  1993.  And,  says  Gruber,  probably  all  of  the  post- 1998  teen  smoking  slow- 
down is  due  to  the  recent  lawyer-engineered  rise  in  cigarette  prices. 

But  price  apparently  played  little  role  in  the  earlier  dramatic  decline  in  teen  smoking  between  1975  and 
1981 .  One  theory:  An  increase  in  gas  prices  forced  teenagers  to  choose  between  cruising  and  smoking.  A 
lot  of  the  fluctuation  in  smoking  habits  is  unaccounted  for,  says  Gruber.  Perhaps  there  is  a  cyclicality  to 
teenage  fashion — whether  in  smoking,  politics  or  hair  style — that  cannot  be  explained  rationally.  F 

Research:  EDWIN  S.  RUBENSTEIN,  research  director,  Hudson  Institute,  Indianapolis,  edwinr@hudson.org.  Graphics:  DAVID  LADA. 


1.00 


0.501 


Sources:  Jonathan  Gruber,  National  Bureau  of  Economic  Research  (cigarette  prices.  1975-1999):  the  Tobacco  Institute  (data  for 
zaiculation  of 2000  price):  University  of  Michigan,  Monitoring  the  Future  Study  (cigarette  usage  among  12th  graders). 
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Find  post  Charticles  at  wvw.forbes.com/brimelow  or  use  your  :CueCat  device  on  the  cue  code  (right) 
to  take  you  there  instantly. 
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TAX  CHEATS 


ARE YOU 

CHUM 


Guam  trusts.  Irish  leasing  companies.  Phony  deductions. 

It's  enough  to  make  an  honest  taxpayer  wonder  


BILLIONAIRE  PETER  R.  KEL- 
logg,  the  former  head  of 
Wall  Street's  top  mar- 
ketmaker,  Spear,  Leeds  & 
Kellogg,  has  a  tax  goodie 
that  you  don't  have.  Since 
the  mid-1990s  Kellogg 
has  used  an  obscure  provision  in  the  tax 
code  to  shield  hundreds  of  millions  of 
dollars  of  investment  earnings  from 
taxes.  Unlike  ordinary  mortals,  he 
can  move  in  and  out  of  stocks  and 
bonds  without  an  annual  tax  bill 
cutting  returns. 

Kellogg's  secret?  Section  50l(c)(l5) 
of  the  code  allows  an  insurance  com- 
pany taking  in  less  than  $350,000  a  year 
in  premiums  to  be  tax-exempt.  The 
section,  which  was  originally  enacted 
to  help  farm  cooperatives,  neglects  to 
limit  how  much  capital  or  investment 
income  such  a  firm  can  have.  So  Kel- 


logg controls  a  Bermuda-based  "insur- 
ance company";  in  1999  his  company 
wrote  $3,330  in  premiums,  earned 
$179  million  on  investments  and 
ended  the  year  with  $330  million  in  net 
assets.  If  Kellogg  ever  dissolves  the  shell 
and  takes  out  the  cash,  taxes  will  be  due 
only  at  the  long-term  gains  rate  of 
20%.  Unless,  of  course,  he  manages  to 
find  a  way  around  that  tax  as  well. 

Kellogg,  who  sold  Spear,  Leeds  to 
Goldman  Sachs  for  $5.5  billion  last 
year,  wouldn't  talk  to  FORBES,  so  we 
don't  know  how  he  found  this  amazing 
shelter.  But  if  you  want  your  own 
501(c)(15),  check  out  www.strategic 
advisors.com.  It  promises:  "For  the  first 
time,  individuals  can  get  tax  advan- 


By  Janet  Novack 


Illustrations  by  Viktor  Koen 


tages  reserved  for  years  by  big  insui 
ance  companies  and  the  superrich." 

In  December  1998  FORBES  shonei 
bright  light  on  the  murky  world  c 
corporate  tax  shelters,  which  wer 
being  hustled  to  large  companies  b 
supposedly  respectable  firms.  Now  th 
Internal  Revenue  Service  has  an  evei 
bigger  problem:  the  marketing  c 
push-the-edge  and  over-the-edge  she: 
ters  to  the  masses. 

It  isn't  just  the  promotion  of  outra 
geous  shelters  that  is  tearing  this  couri 
try's  tax  system  apart.  It  is  also  the  pre 
liferation  of  conventional  cheatin 
— padded  deductions,  omitted  in 
come,  inflated  costs  for  assets  sold  at 
gain.  All  told — shady  shelters  and  goo' 
old-fashioned  fudging — the  tax  cheat 
ing  appears  to  be  costing  the  Treasur 
well  above  $200  billion  a  year,  a  devas 
rating  sum  in  relation  to  the  $1.1  tril 
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lion  of  income  tax  collections.  Under- 
payment of  taxes  begets  more  of  the 
same — Americans  are  becoming  ever 
more  shameless  about  how  they  dodge 
the  IRS,  and  ever  more  confident  that 
the  IRS  can't  keep  up  with  them. 

Are  you  still  paying  every  penny 
due?  You  may  wake  up  someday  and 
decide  that  you  are  a  sap.  You  are  sur- 
rounded by  tax  evaders.  Your  neighbor 
has  her  nanny  off  the  books  to  avoid 
payroll  taxes.  Your  friend  the  small- 
business  owner  has  company  employ- 
ees doing  work  at  his  house.  Your 
brother-in-law  writes  off  a  family  din- 
ner as  a  business  expense.  The  radio  ad 
for  car  donations  promises  a  deduction 
receipt  for  whatever  you  think  your  car 
is  worth.  Hint:  Think  high. 

When  there  were  fewer  tax  shelters 
being  passed  around,  the  government 
could  stop  a  lot  of  them  and  put  the 
worst  offenders  in  jail.  Now  it's  a  rout. 
Last  June  the  IRS'  large-company  divi- 
sion set  up  a  hotline  for  whistle-blow- 
ers to  leave  tips  on  shelters.  Surpris- 
ingly, a  majority  of  the  tips  have  been 
about  schemes  being  peddled  to  indi- 
viduals and  small  businesses.  Lots  of 
these  new  shelters  make  extensive  use 
of  entities,  such  as  trusts  and  partner- 
ships, that  make  them  hard  to  find.  And 
many,  like  their  corporate  counterparts, 
manipulate  inconsistencies  or  ambigui- 


ties in  the  code. 

The  array  of  these  new  shelters  is  im- 
pressive. There  are  partnerships  that  play 
off  technical  terms  like  "contingent  lia- 
bility" to  produce  fictitious  losses.  There 
are  Irish  employee-leasing  companies 
that  supposedly  enable  high  earners  to 
create  huge  tax-deferred  savings  plans  in 
Caribbean  havens.  And  there  are  lots  of 
trust  scams  in  which  taxpayers,  many  of 
them  upper  middle  class,  shift 
income  and  assets  among 
foreign,  domestic  and 
charitable  trusts  in 
the  belief  they  can 
avoid  tax,  or  at 
least  detection 
by  the  IRS. 

It's  also  no 
coincidence 
that  these  ploys 
are  proliferating  at 
a  time  when  the  IRS 
is  on  the  ropes. 

Enforcement?  It 
took  a  dive  after  Congress' 
hearings  into  IRS  abuses.  Yes,  IRS  agents 
got  out  of  control  at  times — and  this 
magazine  did  more  than  its  share  of 
exposing  their  mischief.  But  the  legis- 
lators went  way  overboard  in  their  re- 
action. In  1998  Congress  ordered  72 
new  taxpayer  rights  and  protections — 
great  news  for  taxpayers  afraid  of  mis- 


"How  can  the 
IRS  assure  folks 
who  are  paying 
their  fair  share 


that  they're  not 
chumps?" 

treatment,  but  also  ti 
those  interested 
flouting  the  law.  T 
IRS'  depleted  and  d 
moralized  staff  b< 
came  consumed  wi 
following  the  ne 
rules.  Enforcers  wei 
temporarily  reassigne 
to    customer  servic 
Property  seizures  froi 
delinquents  came  to  a  virtu, 
halt  (see  chart  below). 
Audits?  The  chance  that  an  indivic 
ual  taxpayer  had  to  look  an  auditor  i 
the  eye  (as  opposed  to  answering  a  lei 
ter)  dropped  to  1  in  500  last  year  from 
in  143  in  1995.  Jail?  Last  year  auditoi 
referred  for  criminal  investigation  ju; 
409  taxpayers  whose  income  was  fror 
legal  sources,  about  a  fourth  of  thi 


Where  Have  All  the  Enforcers  Gone  ? 
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;r  they  referred  in  1997.  Despite 
jwth  in  high -income  individual, 
rship  and  corporate  returns,  the 
d  21%  fewer  auditors  at  the  end 
il  2000  than  at  the  end  of  1995. 
iring  the  1980s  and  early  1990s, 
S  made  up  for  the  falling  audit 
l  using  computers  to  match  bil- 
f  1099s  and  W-2s  with  taxpayers' 
s,  and  also  by  treating  those  tax- 
it  did  audit  harshly.  Now,  a  chas- 
RS  inspires  less  fear  and  the  latest 
s  use  layers  of  trusts  and  partner- 
hat  computer  matching  doesn't 
ch. 

;ople  think,  'The  politicians  are 
ing  to  let  the  IRS  beat  up  on  me 
"  says  former  IRS  commissioner 
nee  B.  Gibbs,  now  with  Miller 
valier  in  Washington.  "But  how 
e  IRS  assure  folks  who  are  pay- 
eir  fair  share  that  they're  not 
ps? 

e  nation  has  long  prided  itself  on 
I  high  "voluntary"  tax  compli- 
:ompared  with,  say,  Italy.  But  it's 
;  been  backed  up  with  muscle, 
itary  is  an  interesting  term.  It 

'I'll  do  it  because  there's  a 
side  if  I  don't,'  "  says 
i  Kehoe,  commissioner 

IRS'  Small  Business/ 
nployed  Division, 
iw,  many  taxpayers 

there's  not  much 
side.    When  one 
a  lawyer  recently  told 
t  that  the  foreign  cur- 
phony-loss  scheme  he 
d  to  use  wouldn't  hold 

court,  the  man  was  un- 

"I'll  play  the  audit  lottery," 
ent  said. 

u  can  rationalize  tax  fudging  just 
ing  a  look  at  the  15,100-page  tax 
(statute  and  regulations  com- 
).  It  is  choked  with  exemptions, 
ences,  credits,  subsidies,  special- 
st  favors,  phase-ins,  phase-outs 
andfather  clauses.  It  is  a  big  joke, 
is  not  much  shame,  it  seems,  in 
tig  it. 

1997  the  IRS  estimated  that 
icans  paid  83%  of  the  individual 
le  tax  they  owed  voluntarily,  with 


enforcement  bringing  in  another  3%. 
By  that  measure,  with  enforcement  on 
the  wane,  the  IRS  will  miss  $200  billion 
this  year.  But  the  real  tax  gap  is  proba- 
bly bigger.  The  83%  estimate  is  based 
on  special  exhaustive  audits  of  1988  re- 
turns. And  the  world  and  the  IRS  have 
changed  a  lot. 

Using  the  Internet,  the  average  Joe 
can  now — from  the  den  of  his  home — 


Chiselers  cost  the 
Treasury  about 
$200  billion  a  year, 
more  than  enough 
to  pay  for  Bushs 
proposed  tax  cuts. 


set  up  a  company  in  Nevada  (whose 
state  Web  site  even  boasts  that  it  doesn't 
share  information  with  the  IRS)  and  a 
bank  account  in  the  Caribbean  that  is 
conveniently  linked  to  a  charge  card  to 
tap  into  his  expatriated  funds.  Offshore 
accounts  are  supposed  to  be  reported 
to  the  IRS,  of  course.  But  many  aren't. 
In  October  the  IRS  submitted  an  affi- 
davit in  federal  court  estimating  that  il- 


legal offshore  schemes  cost  $70  billion 
in  lost  tax  revenues  a  year. 

Then  there  are  stock  options.  In  the 
course  of  a  conversation  with  Red 
Bank,  N.J.  CPA  Douglas  Stives,  one  tech 
executive  confided  he  was  the  only  one 
in  his  office  planning  to  report  his  in- 
centive options  honestly  for  2000.  He 
said  his  co-workers  know  employers 
don't  list  these  options  on  the  W-2  re- 
ports they  send  the  IRS  and  don't  want 
to  pay  the  alternative  minimum  tax 
that  can  hit  option  holders.  "People 
don't  think  the  tax  is  fair  and  don't 
think  they'll  be  audited,"  says  Stives. 

An  even  greater  problem  for  the  IRS 
is  the  spread  of  self-employment.  The 
number  of  self-employed  taxpayers 
rose  26%  between  1988  and  1998,  while 
those  reporting  wage  income  grew  just 
14%.  But  the  IRS  estimates  that  self-em- 
ployed folk  who  work  for  cash  report 
less  than  20%  of  their  earnings  and 
those  who  work  more  formally,  less 
than  70%. 

Take  the  case  of  Michael  Yang.  Yang 
left  his  job  as  a  programmer  at 
Hughes  Aircraft  in  1992.  In  1996 
he  applied  for  a  mortgage  on 
his  Bellevue,  Wash.  home.  He 
told  the  bank  he  had  a 
thriving  business  consult- 
ing on  software  for  Tai- 
wanese companies.  But 
he  told  the  IRS  that  for  all 
of  1995  and  1996  he  had 
just  $5,500  in  interest  and 
capital  gains  and  no  con- 
sulting income. 
In  August  a  U.S.  Tax 
Court  judge  ruled  that 
$300,000  of  deposits  into  Yang's 
bank  accounts  during  that  period 
were  consulting  income.  (Yang  now 
says  he  lied  on  his  loan  application  and 
the  deposits  were  gifts  from  his  father 
in  Taiwan.  But  he  hadn't,  as  required, 
reported  his  foreign  bank  account.) 

At  least  Yang  filed  a  return.  Millions 
of  folks  with  taxable  income  don't  even 
do  that.  Albert  Snow,  of  Medway, 
Mass.,  didn't  file  income  or  payroll  re- 
turns for  1993  through  1999,  despite 
netting  as  much  as  $580,000  a  year 
from  his  three  health  food  and  book 
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stores.  He  even  set  up  a  side  business 
counseling  others  on  how  to  avoid  the 
IRS.  Now  he  is  doing  43  months  in  the 
federal  pen.  Getting  caught  makes  him 
unusual,  and  being  behind  bars  makes 
him  something  of  a  freak. 

That  old  standby,  skimming  from  a 
cash-based  business,  is  also  alive  and 
well.  It  is  so  rampant  among  laundry 
owners  that  the  IRS  now  publishes  a 
guide  telling  auditors  how  to  figure  un- 
derreporting based  on  water  use. 

Ditto  for  folks  who  write  off  per- 
sonal expenses  as  business  costs.  In  a 
case  decided  in  Tax  Court  last  year,  the 
owners  of  Holland  America  Bulb 
Farms  in  Woodland,  Wash,  deducted 
$34,000  of  family  grocery  bills  in  one 
year  as  a  business  expense.  (No  way, 
said  the  judge.)  A  Sacramento  dentist  is 
now  in  court  defending  his  writeoff  of  a 
Porsche,  a  Lexus,  his  daily  Starbucks  fix 
and  subscriptions  to  Sotheby's  catalogs. 


Where's  the  shame?  There  isn't  any. 

Traditionally,  ordinary  workers 
were  at  a  disadvantage  in  this  game, 
since  unreimbursed  employee  business 
expenses  are  harder  to  deduct  than 
Schedule  C  expenses.  But  promoters 
have  a  solution:  Topeka,  Kan. -based  Re- 
naissance, TTP  (The  Tax  People)  Inc. 
says  55,000  customers  bought  its  "Tax 
Relief  System,"  a  $300  set  of  tapes, 
forms  and  workbooks  that  shows  how 
to  turn  nondeductible  personal  ex- 
penses for  food,  housing,  travel  and  the 
like  into  deductible  business  costs. 

In  October  IRS  criminal  investiga- 
tors raided  Renaissance  and  state  offi- 
cials won  a  court  order  restraining  it 
from  further  sales.  Renaissance  defends 
its  approach  and  says  competitors  are 
still  marketing  similar  products. 

While  "the  little  people" — in  Leona 
Helmsley's  famous  phrase — angle  to 
write  off  home  offices,  the  wealthy 


Protesters?  What  Protesters? 

■  n  1998  Congress  eliminated  tax  protesting— in  the  Orwellian  sense,  that  is.  It  decreed  the  IRS 
I  could  no  longer  use  the  term  "illegal  tax  protester"  to  describe  folks  who  claim  it  has  no  legal 
I  power  to  tax  them.  The  IRS  was  ordered  to  remove  the  "tax  protester"  code  from  the  computer 
files  of  57,000  taxpayers  (or  nontaxpayers)  and  excise  the  term  from  all  paper  documents  and  files. 

But  the  protesters  haven't  disappeared,  even  if  the  term  has.  Instead,  they've  become  bolder 
and  are  using  the  Internet,  talk  radio  and  other  media  to  spread  the  word.  The  "We  The  People" 
foundation  (www.givemeliberty.org),  even  bought  a  full-page  ad  in  USA  Today  to  proclaim:  "Most 
Citizens  Are  Not  Required  to  File  An  Income  Tax  Return.  The  16th  (Income  Tax)  Amendment  to 
The  Constitution  is  a  Fraud."  Numerous  promoters  now  sell  books  and  kits  that  supposedly  show 
citizens  how  to  assert  their  rights  to  be  income-tax  free. 

The  protesters'  impact  on  tax  evasion  may  be  greater  than  their  numbers  indicate.  Sham 
trusts  originated  with  protesters  pushing  "pure"  and  "constitutional"  trusts.  And  some  well-heeled 
taxpayers  have  gotten  involved  with  what  appear  to  be  protester  schemes.  In  November  the  U.S. 
Attorney  in  Oregon  charged  founders  of  the  Christian  Patriot  Association  with  running  an  illegal 
"bank"  that  helped  more  than  900  customers  wash  $187  million  in  deposits  through  anonymous 
bank  accounts.  Dan  R.  Kirkham,  a  Corona,  Calif,  medical  doctor  and  lawyer,  was  charged  with 
using  the  bank  to  evade  nearly  $700,000  in  taxes.  (Kirkham  and  others  in  the  case  have  pleaded 
not  guilty.) 

While  some  protesters  hide  from  the  IRS,  others,  particularly  salaried  workers  who  have  had 
taxes  withheld,  bombard  the  IRS  and  courts  with  refund  claims  and  suits.  One  airline  pilot  sued 
unsuccessfully  to  get  back  $105,000  in  taxes  United  Airlines  withheld  from  his  salary  in  1996, 
1997  and  1998.  Judges  have  gotten  so  fed  up  with  some  protesters'  tactics  that  they've  been 
slapping  fines  on  both  them  and  their  lawyers.  The  "due  process  in  collection"  rights  Congress 
added  in  1998  has  provided  grist  for  still  more  protester  suits. 

IRS'  response?  It's  trying  to  fashion  a  new  "frivolous  return"  program  that  will  contain  the 
prob:     without  using  the  verboten  word.  —J.N. 


"farm"  their  estates.  Kenneth  A.  Che 
chairman  of  American  Frozen  Foodi 
Stratford,  Conn.,  and  his  wife,  Joan 
wrote  off  a  half-million  in  farm  fl 
penses,  against  just  $23,000  in  fam 
revenues  for  1995  through  1997  for 
their  New  Milford,  Conn,  spread. 
(Cherry  says  he's  farming  for 
profit,  but  the  IRS  calls  the  ex- 
penses personal.) 

There's  also  a  new  enforce- 
ment headache  for  the  taxmen: 
an  explosion  of  newly  enacted 
credits — for  college,  urban  invest- 
ments, you  name  it.  Credits  have 
high  fraud  rates  and  distract  the  IRS 
from  other  auditing.  The  IRS  esti- 
mates that  in  1997,  $8  billion  worth  c 
earned  income  credits,  a  quarter  of 
total,  went  to  folks  who  didn't  qualil 
Far  and  away,  however,  the  m< 
striking  evidence  of  the  decline  in  co 
pliance  is  the  proliferation  of  susp 
shelters  being  hustled  to  a  w 
mm  range  of  taxpayers.  "The  < 
phisticated  practitioners  kn 
the  IRS  isn't  auditing  and  sc 
seems,  it's  the  scheme  du  jou 
says  Bryn  Mawr,  Pa.  tri 
lawyer  Stephan  Leimberg. 

Individual  tax  shelters  w 
peddled  widely  in  the  late  19! 
and  early  1980s,  of  course.  B« 
then  the  affluent  fell  for  pa 
nerships  promising  outsiz 
writeoffs  for  cattle  breeding, 
wells  and  the  like. 

This  time  around  the  sh 
ters  are  spread  more  widi 
across  the  tax  code  and  incoi 
lines.  The  big  accounting,  k 
securities  and  insurance  fir: 
target  mainly  the  wealthy.  I 
smaller  firms  left  out  of  the  b 
company  shelter  game  are  n< 
happily  pitching  their  o^ 
clientele — the  small-busin< 
owner,  the  dentist,  the  retii 
with  the  $  1 .5  million  IRA.  At  1 
other  end  of  the  income  sea 
promoters — some  with  roots 
the  tax  protester  movement  ( 
box) — are  using  the  Internet 
spread  their  schemes. 

In  the  old  days  lawyers  a 
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If  you  use  a  credit 
card  to  tap  a 
secret  foreign 
bank  account, 

the  IRS  may  have 
your  number. 


ntants  were  the  ones  who  curbed 
:lients'  tax-evasive  urges.  Now  it's 
advisers  who  are  pushing  the 
with  a  new  ethic:  Anything  that 
pecifically  prohibited  by  the  IRS  is 
ime,  even  if  it  is  clearly  not  what 
ress  intended. 

ne  tax  adviser  who  is  aghast  at 
his  profession  is  doing  is  Walter 
)avis  Jr.,  an  estate  attorney  in 
on  City,  Tenn.  A  client  wanted  to 
fer  his  auto  dealership  into  a 
i  trust  to  avoid  U.S.  tax  on  the  $2 
in  he  nets  a  year.  At  the  heart  of 
lelter  was  a  kickback:  The  tax- 
avoided  taxes  on  U.S.  income  be- 
the  income  was  supposedly  being 
in  Guam,  when  in  reality,  the  ter- 
had  agreed  to  rebate  the  tax  after 
Dnths. 

le  scheme  works  only  if  a  trust 
n  Guam  is  treated  just  like  an  in- 
lal  who  lives  there — an  interpre- 
not  prohibited  under  U.S.  tax  law 
3t  endorsed  either,  according  to  a 
torney's  memo  used  to  sell  the 
le.  The  memo  did  warn  that  if  the 
:come  aware  of  the  ploy,  it  would 
t  down.  It  also  said  promoters 
sidestep  rules  requiring  registra- 


tion of  corporate  tax 
shelters,  because  the 
scheme  was  being  sold 
to  individuals. 
Who  would  sell  this 
stuff?  Davis'  client  got  the  idea 
from  a  respected  Memphis  ac- 
counting firm,  which  was  working 
with  national  accounting  firm  Grant 
Thornton,  which  created  the  ploy. 
(Shelters,  it  seems,  are  now  franchised 
like  McDonald's.)  "My  clients  say,  Tf 
the  big  boys  say  this  is  okay,  it's  got  to 
be.  Why  don't  you  go  along?'"  sighs 
Davis.  To  his  relief,  Treasury  did  shut 
the  Guam  trust  down  in  November. 
Grant  Thornton  declines  to  comment. 

Are  you  tempted?  Do  you  feel  like  a 
chump  for  paying  what  you  owe? 

If  so,  remember  that  although  the 
probability  that  you  will  be  caught  is 
low  right  now,  that  could  change.  And 
if  you  are  caught,  you  will  pay.  The  IRS, 
though  weakened,  is  fighting  back.  In 
its  2001  budget,  it  got  enough  funds  to 
keep  the  audit  rate  from  falling  further 
and  begin  a  modest  comeback.  For  year 
2000  returns,  it  plans  to  start  computer 
matching  1040s  with  K-ls,  the  forms 
reporting  distributions  from  partner- 
ships, trusts  and  S-corporations.  This 
should  help  it  spot  suspicious  patterns 
involving  partnerships  and  trusts. 

IRS  Small  Business/Self  Employed 
Chief  Kehoe  and  Dale  Hart,  his  deputy, 
are  vowing  to  revamp  the  audit  process 
and  shift  resources  into  audits  of  shel- 
ters, partnerships,  trusts,  limited  liabil- 
ity companies  and  high-income  re- 
turns. In  recent  years  only  1  in  170 
partnerships  has  been  audited,  and 


Kehoe  worries  that  part- 
nership income  may  be 
underreported  by  as 
much  as  40%. 

The  IRS  has  also  gone 
after  blatantly  phony 
trusts.  In  the  last  two 
years  its  criminal  division 
has  launched  more  than 
100  trust  investigations 
and  has  sent  several  high- 
income  trust  users  to  jail 
along  with  the  promot- 
ers. It  now  touts  these  convictions  on 
the  Web.  (A  Texas  physician  got  37 
months  and  a  Michigan  dentist  27 
months.) 

Criminal  Investigation  Chief  Mark 
Matthews  is  trying  to  revive  the  system 
for  getting  leads  from  IRS  auditors  on 
ordinary  tax  cheats  who  deserve  crimi- 
nal prosecution,  too. 

More:  In  October  a  federal  judge 
approved  a  sweeping  summons  requir- 
ing MasterCard  and  American  Express 
to  turn  over  records  of  thousands  of 
U.S.  citizens  with  charge  cards  issued 
on  accounts  in  the  Bahamas,  the  Cay- 
man Islands,  Antigua  and  Barbuda.  The 
IRS  plans  to  compare  these  records  with 
1998  and  1999  tax  returns.  The  new 
tax-shelter  hotline  is  also  reeling  in  tips. 

So  the  IRS  has  plenty  of  leads.  It  just 
lacks  the  manpower  to  pursue  them  all, 
let  alone  keep  on  top  of  people  engaged 
in  traditional  forms  of  tax  evasion. 

If  you  are  tempted,  keep  in  mind 
that  what  you  do  today  is  audit  bait 
until  at  least  2005  and  in  many  cases, 
much  longer.  Thousands  of  taxpayers, 
in  fact,  are  still  paying  for  1980s  shel- 
ters. As  these  cases  wend  their  way 
through  court,  interest  has  been  accru- 
ing at  special  penalty  rates. 

Consider  the  plight  of  Gary  Black- 
burn. In  1984  he  was  earning  $120,000 
a  year  as  a  nuclear  plant  consultant  and 
hoping  to  retire  by  55.  He  invested  in  a 
cattle-shelter  partnership  only  after 
watching  buddies  participate  for  five 
years  without  problems.  When  he  first 
invested,  Blackburn  carried  back  large 
losses  and  filed  for  three  years  of  re- 
funds, which  he  received.  "I  assumed 
when  you  sent  in  the  refund  claim,  the 
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IRS  looked  at  it  and  said,  'This  is  a  legit- 
imate deal'  before  they  sent  you  back 
the  money,"  he  says. 

Now  the  56-year-old  Nevada  resi- 
dent faces  a  $1  million-plus  IRS  bill 
and  the  prospect  of  working  until  he 
drops.  It  turns  out  that  for  years  the 
IRS  allowed  Walter  J.  Hoyt  III,  the  pro- 
moter of  Blackburn's  shelters,  to  go  on 
selling  to  him  and  thousands  of  others, 
even  as  its  criminal  division  investi- 
gated him. 

Put  it  this  way:  If  you  do  decide  to 
fiddle,  at  least  stay  away  from  the  pro- 
moters. When  the  IRS  targets  a  scheme, 
it  demands  the  name  of  everyone  the 
shelter  has  been  sold  to.  In  August  the 
Treasury  changed  its  tax  shelter  rules  to 
require  that  promoters  maintain  lists  of 
buyers  of  individual,  as  well  as  corpo- 
rate, shelters. 

And  while  it's  true  that  some  outra- 
geous-sounding deals — such  as  the 
501  (c)(  15)  gambit — seem  to  be  al- 
lowed by  law,  you're  not  home  free. 
Congress  could  change  the  law  and 
make  the  change  retroactive.  Or  the  IRS 
might  find  legal  grounds  to  attack.  For 
example,  to  qualify  for  the  501(c)(15) 
tax  exemption,  a  company's  primary 
business  is  supposed  to  be  insurance. 
The  IRS  might  argue  that  billionaire 
Kellogg's  501(c)(l5),  with  investment 
income  54,000  times  its  premium  in- 
come, wasn't  primarily  in  the  insurance 
business. 

High-end  individual  shelters  are 
often  sold  with  customized  legal  M 
opinions,  costing  as  much  as  M 
$50,000  per  customer,  predict-  M 
ing  they  will  "more  likely  than        j  1 
not"  be  upheld  in  court. 
These  opinions  are  supposed 
to  protect  participants  from 
the  worst  penalties  if  the  IRS 
challenges  a  shelter  and 
wins.  But  the  judges  needn't 
feel  bound  by  them,  espe- 
cially if  they've  been  pro- 
vided by  the  promoters  them- 
selves  or   ignore   the  real 
problems  with  a  deal. 

And  these  "more  likely  than 
not"  opinions  are  pushing  the  en- 
velope as  well.  It  used  to  be  that  many 


of  them  simply  assumed  a  key  point, 
which  is  that  transactions  were  en- 
tered into  for  nontax  reasons.  Now,  in 
a  new  twist,  taxpayers  seeking  these 
opinions  are  asked  to  sign  statements 
asserting  detailed  economic  motives 
that  are,  to  put  it  politely,  hard  to  be- 
lieve. Example:  "On  date  x,  I  thought 
interest  rates  would  do  y."  In  other 
words,  if  you  want  into  this  game,  be 
ready  to  fib. 

Also  be  aware  that  the  dodges  sold 
to  individuals  are  likely  to  be  shakier, 
on  average,  than  those  peddled  to  cor- 
porations. "The  best  products  go  to  the 
high-end  corporate  users.  After  that, 
you  open  in  Peoria,  in  the  individual 
market,"  says  Stanford  University  Law 
Professor  Joseph  Bankman,  who  has 
studied  the  corporate-shelter  industry. 


With  the  Irish 
leasing  scheme, 
a  doctor  "defers" 
income  into 
a  Caribbean 
tax-haven  trust. 


In  addition  to  "used"  shelters,  m 
keters  often  sell  retooled  ones.  As  sc 
as  the  IRS,  Congress  or  the  courts 
some  gambit,  promoters  come  bs 
peddling  a  slightly  different  versi» 
such  as  the  shelter  described  in  the  t 
on  page  129. 

And  with  all  the  competition,  p 
moters  keep  adding  new  twists  tl 
may  increase  grounds  for  an  IRS  atta 
Example:  The  owner  of  a  small  sou 
em  manufacturing  company  recen 
capitalized  his  new  tax-exen 
501  (c)(  15)  with  his  company's  pater 
The  idea:  to  siphon  off  taxable  pro: 
by  converting  them  to  tax-deductil 
royalty  payments. 

There's  yet  another  problem  w 
many  individual  shelters.  Son 
arrangements  that  might  hold  up 
used  by  big  corporations  are  dubiou: 
an  individual  or  small  business  tries  t 
same  maneuver. 

A  good  example  is  the  Irish  ei 
ployee- leasing  company  scheme.  Her 
dentist,  doctor  or  small-business  owr 
signs  an  employment  contract  witr 
foreign  (usually  Irish)  employee-leasi 
company,  which  then  leases  his  servic 
to  a  U.S.  leasing  company,  which 
turn  leases  his  services  back  to  his  bu 
ness  or  practice.  As  part  of  his  employ 
contract  with  the  Irish  company,  mc 
of  his  salary  is  diverted  into  a  nonqu; 
ified  deferred-compensation  plan,  an 
held  in  a  so-called  Rabbi  trust  in 
Caribbean  tax  haven,  where  it  groi 
tax  free. 

Deferred  compensation  pla: 
can  be  legal.  But  normally  £ 
employer  can't  deduct  defern 
pay  until  it's  paid  to  the  en 
ployee  and  reported  on  h 
tax  return.  In  this  deal  tl 
business  deducts  the  full  p; 
package  now — it  has,  aft< 
all,  paid  the  Irish  compar 
the  full  amount.  Yet  tl 
"leased  employee"  only  ri 
ports  the  income  he  current 
receives,  which  doesn't  incluc 
the  deferred  comp.  One  "moi 
likely  than  not"  opinion  writte 
for  this  shelter  ignores  what  exper 
call  its  Achilles'  heel:  the  relationshi 


128 


FORBES 


March  5,  2001 


;en  the  leased  employee  and  the 
lization  he's  ultimately  leased 
to. 

le  shelter  promoters  are  shame- 
nth  their  fees.  One  Chicago-area 
vas  horrified  to  find  that,  after 
;  flown  to  Florida  for  a  sales 
,  a  doctor-client  had  paid  a  rich 
100  to  set  up  the  plan.  In  this 
ne,  both  the  leasing  companies 
he  trust  manager  also  claim  fat 
al  fees. 

r  consider  a  new  plan  that  at- 
:s  to  end-run  the  rule  barring  IRAs 
being  invested  in  insurance.  It 
not  coincidentally,  produces  big 
ance  commissions  and  lawyers' 
in  IRA,  its  owner  and  an  insurance 
set  up  by  the  IRA  owner  for  his 
all  invest  in  a  partnership,  which 
the  insurance.  "An  elaborate 
anism  is  being  set  up  from  which 
ient  will  receive  minimal  eco- 
c  benefit,"  says  St.  Louis  estate 
r  Russell  Willis  III. 
rverse  but  true:  The  complexity 
:se  arrangements  and  of  the  tax 
itself  is  good  for  sales,  as  is  Con- 
constant  fiddling —  9,500  code 
;es  since  1986.  Each  change  pro- 
fresh  fodder  for  the  shelter  cre- 
And  with  the  code  so  confusing,  a 
^er  can  rationalize  that  maybe  a 
/orks,  or  that  everybody  else  must 
ting  around  the  rules,  too. 
le  sense  that  "everybody  does  it" 
;en  fed  by  the  growth  of  corpo- 
ix  shelters,  as  one  Web-site  pitch 


shows  (the  promoter  also  advertises  in 
FORBES):  "Have  your  supplier  invoice 
your  Nevada  corporation  for  prod- 
ucts that  you  normally  pur- 
chase. Let's  say  that  the  in- 
voice is  for  $50,000.  Your 
Nevada  corporation  will 
pay  the  bill  and  bill 
your  local  company 
$75,000.  Bingo! 
$25,000  of  profits 
have  been  shifted  to  a 
tax-free  state.  These 
tactics  have  been  used 
by  major  U.S.  corpo- 


Aside  from  their 


tax  problems, 
many  shelters 

aren't  even  good 
deals — except  for 
the  promoters. 


rations  for  years.  Not  only  within  the 
U.S.  but  worldwide." 

Yes,  big  corporations  use  income- 
shifting  schemes.  But  grossly  over- 
charging for  a  product  won't  hold  up 
in  court.  And  the  big  boys  can  also  get 
burned  when  playing  with  shelters. 
Dozens  of  companies  face  a  combined 


$6  billion  in  back  taxes,  plus  interest 
and  penalties,  because  they  bought  a 
"corporate-owned  life  insurance"  shel- 
ter. Insiders  report  that  after  a  string  of 
court  losses  on  this  and  other  schemes, 
big  firms  are  becoming  leery  of  code- 
stretching  shelters. 

Blame  it  on  Congress.  It  has  created 
a  tax  code  that  is  an  incomprehensible 
mess,  playing  into  the  hands  of  shelter 
promoters  and  cheats.  And  it  has  over- 
reacted to  past  IRS  excesses  by  hobbling 
the  agency.  Until  something  changes, 
honest  taxpayers  will  have  good  reason 
to  feel  like  chumps.  F 


Hide  the  Baby 

n  1999  the  U.S.  Treasury  shut  down  a  corporate  tax  shelter, 
promoted  by  accounting  firm  PricewaterhouseCoopers, 
known  as  the  Bond  and  Option  Sales  Strategy,  or  BOSS.  But 
OSS  didn't  die.  Instead,  promoters  came  back  with  an  individ- 
al  shelter,  Baby  BOSS. 

Several  variations  were  peddled,  but  all  had  this  in  com- 
lon:  Technical  rules  are  manipulated  to  create  an  artificially 
igh  basis  in  a  partnership.  The  inflated  partnership  interest  is 
len  sold  at  a  loss  and  the  phony  loss  is  used  to  offset  a  real 
ain  from  the  sale  of  appreciated  stock  or  other  assets. 

Example:  An  investor  borrows  $3  million  using  a  specially 


concocted  loan  that  carries  an  artificially  high  interest  rate  but 
a  stated  principal  of  just  $2  million.  He  puts  the  $3  million  and 
the  loan  in  a  partnership  and  claims  he  has  invested  a  net  $1 
million  in  the  partnership.  Then  he  sells  out  for  what  the  part- 
nership is  really  worth— nothing— and  claims  a  $1  million  loss. 

Outrageous?  Yes.  But  what  really  had  the  taxmen  steamed 
was  that  some  promoters  were  recommending  that  individual 
taxpayers  put  both  the  partnership  and  the  appreciated  stock 
into  a  trust  and  then  report  only  the  net  income  from  that  trust 
on  their  1040s.  In  banning  Baby  BOSS  last  year,  the  Treasury 
said  the  trust  rules  require  that  the  big  gain  and  big  (artificial) 
loss  be  reported  separately  on  the  1040  and  that  concealing 
these  items— or  advising  others  to  do  so— might  be  a  criminal 
offense.  —J.N. 
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HAT     IS  STEVE 
Ballmer  doing  in  a  place  like  this? 

He  is  backstage  at  San  Francisco's 
famous  music  hall,  the  Warfield,  amid  a 
rabbit  warren  of  dressing  rooms  with 
screaming-orange-and-black  trim  and 
looming  mirrors.  The  "Jerry  Garcia" 
room  is  the  biggest,  barely  fitting  five 
plastic  chairs.  It's  hardly  elegant  but  it  is 
where  Steven  A.  Ballmer,  chief  executive 
of  Microsoft  since  January  2000,  is 
holding  a  one-on-one  with  a  customer. 

Stuffed  into  a  tiny  chair,  Ballmer 
leans  forward,  listening 
intently.  His  white  shirt  is 
damp  with  sweat  from 
the  two-hour  perfor- 
mance he  just  gave  on 
the  Warfield  stage,  tout- 
ing the  promises  of  Mi- 
crosoft's up-and-coming 
.Net  software.  With  a  net 
worth  of  $14  billion, 
Ballmer  is  probably  the  richest  man  to 
spend  time  in  one  of  these  tiny  rooms. 
And,  at  least  for  the  moment,  he  sounds 
like  one  of  the  most  humble. 

"Now,  there's  something 
about  Outlook  that  you  don't 
like?"  he  asks,  referring  to  Mi- 
crosoft's electronic-mail  software. 

"I  get  the  impression  you  don't 
use  it  regularly,"  complains  Robert 
Dykes,  president  of  the  systems 
group  at  Flextronics  International. 
He  launches  into  a  detailed  ac- 
count of  his  frustrations  with  the 
program.  Minutes  later  Ballmer  is 
tapping  a  note  into  his  personal  digital 
assistant.  "Yeah,  sounds  like  a  bug....  I 
understand  it.  I'll  go  push  on  it" 

"Humble"  and  "Microsoft"  to- 
gether trip  off  the  tongue  like  "gra- 
cious" and  "Mike  Tyson."  But  life  for 
the  software  giant  these  days  is  rife  with 
paradoxes.  "The  world  has  changed,  the 
opportunities  we  want  have  changed, 
and  so  the  way  we  elate  to  our  cus- 
tomers, partners  e  ad  employees  needs 
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ng  to  be  a  bit  less  arrogant  and  a  lot  more  service-oriented. 
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to  change,"  Ballmer  declares.  "All  companies  need  to  change. 
We're  at  a  point  where  we're  going  through  big  changes." 

Right — like  going  out  on  your  first  date,  having  kids  and 
going  through  a  midlife  crisis  all  at  the  same  time.  Ballmer  is 
trying  to  teach  Microsoft  to  listen  to  its  customers,  not  just 
carpet  bomb  them  with  upgrades.  It's  a  change  that  rips  at 
the  core  of  the  company.  Microsoft  has  long  prided  itself  on 
being  a  technology  company.  Technology  companies  may  be 
leaders,  but  they  also  can  be  self-centered  enterprises,  cock- 
sure and  contemptuous  of  anyone — even  a  customer — who 
disagrees  with  them. 

That  approach  might  work  when  your  key  customers  are 
individual  consumers  who  can  be  cowed  into  blaming  them- 


Ballmer's  to-do  list 


l[Windows  "If  the  PC  ever 
gets  boring,  it  would  be 
because  we  let  that  happen." 


selves  when  their  PCs  freeze.  But  big  corporations  want 
more — more  advice  on  what  software  to  use,  more  work  on 
tuning  software  to  solve  their  problems,  more  help  whenever 
things  go  awry. 

The  best  way  Microsoft  can  hope  to  lead  in  the  next  chap- 
ter of  the  history  of  the  software  industry  is  if  it  figures  out 
what  "serving  the  customer"  is  all  about.  Consequently 
Ballmer  is  trying  to  make  Microsoft's  39,900  employees  take 
responsibility  for  making  their  products  work. 

He  has  work  to  do.  Too  often  in  the  past  Microsoft  has 
been  high-handed  with  customers,  leaving  a  wake  of  bruised 
feelings.  Longtime  critic  Scott  McNealy,  chairman  of  Sun  Mi- 
crosystems, contends  that  Microsoft  will  continue  to  try  to 
"lock"  customers  into  buying  its  wares.  "They  have  nice,  new, 
clean  sheep's  clothing,  but  they're  still  wolves.  It  makes  them 
even  more  dangerous,"  McNealy  bristles. 

But  there  are  far  more  software  choices  for  running  so- 


phisticated corporate  computers  and  servers  than  for  n 
ning  PCs — including  software  from  Sun.  "Not  too  long  a 
you'd  hear  a  lot  of  toads  come  out  of  people's  mouths  wh 
they  talked  about  Microsoft,"  says  Lisa  Hammitt,  chief  ex 
utive  of  San  Francisco-based  Black  Pearl,  which  builds  sc: 
ware  that  interprets  changing  market  data  to  help  corpo 
tions  plan  strategy.  But,  at  least  at  the  high  end,  the  fact  tl 
customers  have  choices  makes  their  attitudes  toward  N 
crosoft  more  pragmatic  and  less  ideological,  she  contends. 

Still,  there's  more  than  a  little  irony  in  watching  Balln 
arm-wrestle  Microsoft  into  better  behavior.  Long  known 
Microsoft's  chief  salesman,  Ballmer  is  legendary  for  his  bra: 
knuckles  rapport  with  employees.  He  glares.  He  shou 
When  he  rallies  the  troops  at  a  sai 
meeting,  the  auditorium  practica 
rumbles  as  he  storms  back  and  for 
across  the  stage,  neck  veins  bulgii 
After  FORBES  visited  Ballmer  for 
cover  story  four  years  ago,  when  fe 
outside  the  industry  knew  him,  v 
identified    him    as  Microsoft 
"strongman."  Microsoft  was  ridir 
high,  and  Ballmer  was  its  enforcer. 
A  lot  has  changed  since  then.  Bill  Gates  promote 
Ballmer  to  chief  executive;  Ballmer  has  redesigned  M 
crosoft's  top  management,  leaning  heavily  on  a  relative  nev 
comer,  Richard  Belluzzo,  whom  he  recruited  from  Silico 
Graphics.  The  company  has  been  busy  trying  to  stop  the  go' 
ernment  from  ripping  it  in  two.  But  antitrust  may  not  be  tr 
biggest  of  Ballmer's  worries.  "The  government  is  wasting  i 
time  trying  to  dismantle  Microsoft.  The  real  destruction 
coming  from  within,"  says  Donald  Valentine,  a  longtime  ver 
ture  capitalist  in  Silicon  Valley. 

As  PC  industry  growth  chills,  so,  too,  does  Microsoft.  A 
though  it  has  long  been  a  Wall  Street  favorite  for  its  fat  prol 
its,  some  analysts  are  starting  to  sour  on  Microsoft's  growt 
potential.  In  a  February  report  Merrill  Lynch's  Henry  Blod 
get  predicted  that  Microsoft's  compound  earnings  growti 
from  2000  to  2005  could  fall  below  10%,  a  startling  dro] 
from  the  35%  growth  rates  of  the  1990s.  In  the  Decembe 


The  Big  Feud 
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it  amounts  to  turning  Web  sites  from 
largely  static  billboards  of  information 
into  "smart  sites"  dispensing  all  manner 
of  services.  An  auction  site,  for  instance, 
might  send  you  a  message  when  vintage 
china  that  you  want  goes  up  for  sale.  A 
travel  site  that  sold  you  an  airline  ticket 
will  page  you  when  it  learns  your  flight  is 
delayed  and.  if  you've  agreed,  even  con- 
tact the  person  who  planned  to  meet 
your  flight.  Instead  of  every  site  hassling 
you  for  credit  card  numbers  or  pass- 
words, there  might  be  one  ubersite  to 


deal  with  them  all. 

Such  active  Web  sites  spell  funda 
mental  changes  for  software  companies 
Instead  of  shipping  a  new  shrink 
wrapped  version  every  18  months,  Mi 
crosoft  and  others  want  to  sell  you  a  sub 
scription  to  a  software  service  that  wi 
give  you  whatever  tools  you  need  whei 
you  need  them. 

Making  Web  sites  this  active  is  han 
work.  Both  Microsoft  and  Sun  are  build 
ing  the  tools  that  they  hope  will  make  i 
as  easy  for  developers  to  build  smar 
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Ballmer's  to-do  list 


2  |  Productivity  "Our  challenge  is  to  redefine  what 
delivering  great  productivity  software  means"  for  PCs 
and  other  devices  and  how  to  turn  it  into  a  service. 


quarter,  sales  of  desktop  applications  such  as  Office, 
contribute  about  one-third  of  the  company's  revenue, 
id  a  profit-rattling  decline  of  2%  from  a  year  earlier, 
soft  had  an  extraordinary  48%  operating  margin  in  its 
cal  year,  the  kind  of  money  you  can  make  by  copying 
ind  stuffing  them  into  boxes.  The  future  Microsoft  may 
ifferent  kind  of  company — one  that  sends  engineers  to 
ners'  businesses  and  solves  problems  for  them.  That  is 
e  kind  of  work  that  nets  48%. 

llmer  aims  to  hang  on  to  as  much  business  as  he  can  in 
soft's  traditional  mass-produced  software  (such  as  the 
oming  Windows  XP  operating  system),  while  opening 
ntraditional  markets  (the  Xbox  game  machine  and 
PCs)  and  all  the  while  becoming  a  service  company, 
here  are  three  ideas  I  want  to  burn  into  your  head," 
;r  thundered  at  his  sales  team  in  St.  Louis,  when  he  trav- 
lere  in  August.  "Customer  service.  Revenues.  Servers." 
las  taken  Microsoft  years  to  make  inroads  into  big  cor- 
1  software.  Such  enterprise  software  accounted  for  18% 
:rosoft's  $23  billion  in  fiscal  2000  revenue.  That  gives 
soft  a  slice  of  the  esti- 
l  $70  billion  world- 
narket  for  big  corpo- 
(ftware. 

is  is  tough  work.  In 
iry,  a  year  into  selling 
jrrent  product,  the 
)ws  2000  server  soft- 
Microsoft  passed  the 
ion-license  mark.  By 
tst,  Microsoft  moved 


40  million  copies  of  Windows  95  in  the  product's  first  year. 
"Five  years  ago  I  made  calls  trying  to  sell  NT  [Microsoft's 
server  operating  system],  and  customers  didn't  believe  it 
would  be  there,"  says  Orlando  Ayala,  who  runs  worldwide 
sales  and  marketing  for  Microsoft.  Customers  are  now  buy- 
ing, even  as  Microsoft  learns  that  every  new  sale  demands 
bigger  investments  of  its  people,  time  and  money. 

In  the  past  Microsoft  has  relied  heavily  on  partners  to  sell, 
install  and  service  many  accounts.  Even  big  firms  that  li- 
censed thousands  of  copies  were  pushed  down  to  a  "value- 
added  reseller."  Got  a  problem?  The  VAR  might  offer  up  the 
name  of  a  contact  at  Microsoft  or  a  Web  site  for  information, 
but  little  else.  "Unless  someone  at  Microsoft  had  a  personal 
interest  in  your  problem,  nothing  much  would  happen,"  says 
Al-Noor  Ramji,  the  global  chief  information  officer  of  in- 
vestment bank  Dresdner  Kleinwort  Benson  in  London. 

"Because  of  the  DOJ  lawsuit,  and  because  of  a  lack  of 
focus  on  our  part,  people  wonder  if  we're  a  good  partner," 
concedes  Ballmer.  "People  wonder." 

No  kidding.  Three  times  a  year  Giga  Information  Group 


Ballmer's  to-do  list 


3 1  Big  Business  "Every  time  I  talk  with 
customers  about  how  quickly  we're 
improving ...  I  am  reminded  how  big 
[this]  growth  opportunity  is." 


is  conventional  ones.  Both  pledge 
ey  will  use  "open,"  or  publicly  stan- 
technology,  which  in  principle 
i  mean  that  it  ought  not  matter 
lavor  of  software  or  servers  any 
te  uses. 

crosoft  sees  a  key  role  for  the  PC  in 
;tive  Internet  world.  "It  would  be 
i  do  this  and  not  have  it  be  part  of 
says  Chief  Executive  Steve 
;r,  with  impatience.  "You  can  take 
n  sheet  of  paper  and  find  simpler 
'o  do  things.  But  you  would  prob- 


ably make  more  mistakes  than  we've 
made,"  concurs  James  Allchin,  the 
group  vice  president  who  heads  up 
Windows  development. 

Sun  executives  acknowledge  that 
PCs  won't  vanish  overnight,  but  they 
contend  that  growth  will  come  from  mo- 
bile phones,  handheld  computers  and  so 
on.  Sun  is  promoting  tool  kits  that  rely 
heavily  on  its  universally  applicable  Java 
programming  language.  "We're  for  free- 
dom of  choice,"  declares  Scott  McNeaiy. 
"They're  trying  to  create  a  hairball  on 


the  network  just  like  they  did  on  the 
desktop.  It  ain't  going  to  work  this  time." 

For  now  they're  fighting  over  the 
world's  software  workers— the  people 
who  will  design  the  future  Web  sites  and 
services.  These  folks  are  less  interested 
in  taking  a  religious  oath  and  more  in- 
terested in  getting  their  work  done.  "I 
think  that  Sun's  and  Microsoft's  ap- 
proaches are  complementary,"  says  Lisa 
Hammitt,  who  runs  San  Francisco  soft- 
waremaker  Black  Pearl.  "We'll  choose 
the  best  of  both."  —E.C. 
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surveys  IT  managers  to  gauge 
which  vendors  work  well 
with  customers.  Microsoft 
has  consistently  ranked  as  the 
least  trusted  big- name  ven- 
dor. In  December,  23  of  50 
technology  officers  picked 
Microsoft  as  their  least 
trusted  partner;  only  2  said 
they  would  be  comfortable 
giving  Microsoft  all  of  their 

business.  (By  contrast,  16  said  they  would  trust  Cisco  with  all 
their  business.)  Even  Microsoft's  latest  ad  campaign,  a  $200 
million  effort  to  position  its  software  as  "reliable,"  got  off  to 
an  embarrassing  start  when  the  company  suffered  server  out- 
ages and  hacker  attacks  that  lingered  over  four  days. 

How  do  you  get  to  be  trusted?  Starting  in  July  Ayala  plans 
to  have  a  1,000-person  "solution  specialist"  sales  force, 

Follow  the  Money,  but  Where?  


Ballmer's  to-do  li 


4  [  MSN  "By  delivering  a  new 
generation  of  software  'services' 
through  MSN,  we  can  drive  key 
trends  in  the  consumer  market." 


with  potential  customers  in  between  town-hall-style  lectu 
to  several  hundred  engineers  and  users.  He  is  warmly  art 
tive  with  customers,  taking  his  own  notes,  and  later  firing 
e-mails  to  colleagues  to  follow  up.  "Customer  service  take 
special  set  of  skills,"  says  Stephen  Maritz,  chief  executive 
Maritz  Inc.,  a  Microsoft  customer  in  St.  Louis  that  develi 
employee  incentive  programs.  "It's  not  the  easiest  transit: 


The  PC  was  Microsoft's  fuel.  With  PC  growth  down,  things  get  interesting.  The  company  still  counts  on  sales  of  Office  and  Win- 
dows, but  big-business  software,  MSN  and  the  upcoming  Xbox  may  not  fill  the  gap.  Merrill  Lynch  sees  9%  profit  growth  ahead. 


$200  Ratios 


Stock  price 


Revenues  by  business  segment 
2000* 


Source:  Interactive  Data  Corp.  via  FactSet. 
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Revenue  growth  by  segment 

|  Desktop  applications   |  Consumer 
Desktop  platforms      |  Other 
■  Enterprise  software  &  services 


Consumer 


Other 

Fiscal  year  ending  June  30.  Source:  Microsoft. 
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backed  by  a  new  compensation  program,  that  will  propose 
collections  of  software — including  programs  created  by  Mi- 
crosoft partners — to  customers  wrestling  with  particular 
problems.  That  may  be  standard  practice  at  firms  such  as  IBM 
and  Cisco,  but  it's  new  for  Microsoft.  "The  changes  that  we're 
making  today  should  have  been  made  a  year  ago,"  Ayala  says. 

Ballmer  sometimes  acts  as  if  he  wants  to  convince  every 
customer,  bear  hug  by  bear  hug,  that  Microsoft  will  listen.  A 
locomotive  of  energy,  he  will  frequently  pack  quick  visits 


Ballmer's  to-do  li: 


for  a  product  company  like  Microsoft  to  make.  But  Ste 
seems  to  be  the  right  guy  to  do  it." 

"We're  getting  all  the  help  we  were  promised,"  says  Rar 
at  the  London  headquarters  of  Dresdner,  which  is  buildi 
Web  software  it  plans  to  share  with  other  financial  instit 
tions.  There's  a  Microsoft  manager  who  "lives  and  breathe 
Dresdner,  Ramji  says,  and  keeps  the  London  engineers  up 
speed  on  Redmond's  plans.  "We've  even  seen  real  code 
something  we've  never  seen  before  in  our  lives."  Microsoft 


5 1  Small  Business  "Too  many  of  today's  business 

applications  require  an  IT  staff  or  significant  ven- 
dor expense  to  set  up,  keep  running  and  upgrade." 
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Unlimited  Partnership  with: 

University  of  Delaware 

Since: 

1991 

Managed  Services: 

Dining  &  Vending  Services 
Stadium  Concessions 
Conference  Center  Management 


Value  Created: 

Student  Satisfaction  Up: 


13% 


David  Hoilowell, 
Executive  Vice  President 
University  of  Delaware: 

"...by  putting  a  lot  of  quality  and 

variety  on  our  students'  plates. 

Over  10,000  of  them  every  day. 

In  our  business,  getting  the  food 
wrong  can  impact  recruiting  and 
retention.  We  don't  have  those  worries. 

We're  able  to  concentrate  all  our 
resources  on  education.  And  when 

prospective  students  visit,  our 
dining  halls  help  us  close  the  sale." 

John  Brady,  ARAMARK 
Resident  District  Manager: 

"We  work  with  students  to  create  a 
menu  that  excites  them.  Then  we 
introduce  the  best  preparation  and 
display  techniques  from  ARAMARK 
sites  around  the  world.  Why?  Because 
when  they  go  home  and  brag  to  their 
friends  about  U  ofD,  we  want  them 
bragging  about  the  food,  too." 

To  learn  more  about  ARAMARK 
Unlimited  Partnerships  visit  our 
website  at  www.aramark.com 
or  call  1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare, 
Sports  and  Entertainment, 
and  Educational  Institutions  include: 
Food  and  Support  Services, 
Uniform  and  Career  Apparel, 
Child  Care  and  Early  Education. 


ARAMARK 

Managed  Services,  Managed  Better. 
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far  from  ready  to  let  Dresdner  rewrite  its  code,  but  sharing 
the  raw  programming  language  does  give  Ramji's  engineers  a 
chance  to  truth-squad  what  they  hear. 

Inside  Microsoft  Ballmer  has  led  a  brisk  housecleaning. 
Half  of  the  people  who  were  vice  presidents  when  Ballmer 
was  named  president  have  since  left  the  company.  Still, 
Ballmer  acknowledges  that  many  changes  are  happening 
more  slowly  than  he'd  like.  "We  haven't  gotten  people  to  un- 
derstand that  we'll  put  skin  in  the  game  on  any  enterprise 
deal,"  he  says.  "We're  stuck  in  old  models.  The  field  is  reluc- 
tant to  pitch  what  we  can  do.  That's  one  thing  I'm  willing  to 


Ballmer's  to-do  list 


began  slinging  mud  at  competitor  Sun.  The  customers  ji 
packed  up  and  walked  out  the  door.  "Companies  are  incre 
ibly  pragmatic  about  mixing  and  matching  technology"  fro 
the  likes  of  Microsoft  and  Sun,  she  says.  "There  are  just  tc 
many  challenges  for  you  to  pick  one  side  or  the  other." 

Ballmer  is  counting  on  a  key  lieutenant  to  help  tl 
troops  understand  that  message.  In  September  19* 
Ballmer  brought  Rick  Belluzzo,  a  veteran  of  Hewlet 
Packard  and  Silicon  Graphics,  to  Redmond  to  run  the  f;; 
tering  Microsoft  Network.  "When  I  got  here,  my  impre 
sion  was  that  Microsoft  was  a  phenomenally  successf 


6 1  Devices  Building  on  PC  technology  "We  are 
investing  significantly  in  mobile  and  entertainment 
devices  like  WebTV,  and  Xbox  for  gaming." 


share  that  I  feel  bad  we  haven't  made  more  progress  on." 

Old  habits  die  hard.  For  too  long  Microsofties  have 
seen  competitors  lurking  behind  every  latte  machine.  The 
unspoken  rule:  Compete  first,  ask  questions  later.  Mi- 
crosoft recently  ended  up  in  just  such  a  brawl  with  Cross- 
gain,  a  year-old  firm  started  by  former  Microsoft  stars  with 
funding  from  The  Barksdale  Group  and  Benchmark  Cap- 
ital. Crossgain  asserts  that  Microsoft  tried  to  strong-arm  it 
into  building  its  software  on  a  Windows  platform.  Mi- 
crosoft denies  the  charge,  claiming  that  Crossgain  em- 
ployees are  violating  the  "noncompete"  contracts  they 
signed  years  ago  when  they  joined  Microsoft.  But  how  can 
a  tiny  firm  be  a  threat?  A  spokesman  suggests  that  Cross- 
gain's  software  will  compete  with  one  of  Microsoft's 
newest  enterprise  offerings. 

Such  competitive  testosterone  has  gotten  Microsoft  into 
trouble  in  the  past.  These  days,  however,  corporate  customers 
have  little  patience  for  such  ideological  wars.  Hammitt  of 
Black  Pearl  says  she  was  taking  part  in  a  recent  meeting  with 
five  other  corporate  customers  when  Microsoft  partisans 


7 1  The  .Net  Platform  "The  underlying 
connecting  force  across 
all  of  the  previously  mentioned 
priorities  is  the  .Net  platform 

we  are  developing." 


business,  built  around  the  PC,  and  that  MSN  had  been  struj 
gling  for  years,"  says  Belluzzo.  "Now  the  scales  are  becon 
ing  balanced.  The  challenge  to  the  core  business  is  moi 
discussed,  and  MSN  is  growing  more  important."  So  is  Be 
luzzo,  particularly  as  Ballmer  promotes  the  vision  of  .N< 
(see  box,  p.  132).  He  is  counting  heavily  on  Belluzzo  and  h 
experience  running  MSN  as  a  24-7  operation  to  teach  th 
rest  of  the  company  what  it  means  to  deliver  software  sei 
vices  instead  of  shrink-wrapped  discs. 

Ballmer  is  still  a  tough  competitor  who  won't  hesitate  t 
go  after  a  competitor's  jugular.  Take,  for  example,  his  con 
ments  to  business  journalists  on  Sept.  23, 1999.  With  the  Na: 
daq  index  at  2880,  Ballmer  said,  "There's  such  an  overvalue 
tion  of  tech  stocks,  it's  absurd,  and  I'd  put  our  company 
stock  in  that  category."  Microsoft  sank  that  day — and  dragge 
the  whole  tech  market  down  with  it.  With  $27  billion  in  casl 
Microsoft  can  afford  to  shrug  about  share  prices  in  a  way  fh; 
its  smaller,  capital-hungry  rivals  cannot. 

But  he  is  trying  hard  to  soften  up,  even  within  the  con 
pany.  A  product  team  that  met  with  him  late  last  year  describe 
the  review  as  a  "bloodbath" — bi 
not  because  Ballmer  was  screamin] 
he  recalls  proudly.  "They  knew  the 
had  screwed  up.  That's  the  way 
should  be,"  he  says.  "If  this  culture 
going  to  be  less  strident,  it  has  t 
start  with  Bill  and  me.  I've  got  to  b 
a  leader  in  making  this  a  great  env 
ronment  to  work  in — in  setting  th 
tone  of  hard  work,  but  also  of  fine 
ing  a  work/life  balance." 

The  strongman  is  developing 
soft  side.  He  has  to.  I 
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'mation  technology  in  government 

0  longer  an  option.  It  is  a 
lity  of  the  21  st  century.  And 
that  the  smoke  has  cleared 
the  explosion  of  dot- 
in  the  1990s,  it  is  the  A 

:ested  concept  of  good  1_ 
nance  that  remains.  Infor- 
n  technology  is  no  more  and 
is  than  a  powerful  tool  that  can 
atically  transform  government's 
>nship  with  the  public  it  serves. 

001  will  be  in  the  hands  of  the 
i's  public  officials, 
recent  presidential  election, 
ich  weaknesses  of  the  na- 
paper-ballot  system  were 
led,  demonstrated  the  po- 
I  for  technology  to  enhance 
amocratic  process.  Almost 
diately,  election  officials  were 
jering  how  electronic  systems 


;n  and  produced  by  Jerry  Bowles 


ADVERTISEMENT  2 


cculd  safeguard  the  integrity  of  the  ballot. 
The  transformation  has  begun.  How  tech- 
nology will  be  used  in  voting  and  in  nearly 
every  aspect  of  delivering  services  to  cit- 
izens depends  upon  decisions  made  by 
today's  government  leadership  teams. 

E-government  is  a  reinvented  govern- 
ment —  from  its  internal  operations  to  the 
face  it  presents  to  the  public.  In  place  of 
walls,  windows  are  opening  to  reveal  how 
government  works.  At  the  same  time,  a 
new  generation  is  growing  up  as  familiar 
with  the  Internet  as  their  parents  were 
with  television.  The  Web  skills  of  today's 
students  generally  surpass  those  of  the 
pre-lnternet  generation,  creating  a  whole 
new  set  of  expectations  for  the  future.  Yet 
it  is  their  parents'  generation  that  is  build- 
ing the  foundation  of  e-government  from 
the  federal  to  the  state  and  local  levels. 

The  annual  Digital  States  Survey,  con- 
ducted by  the  Center  for  Digital  Govern- 
ment with  the  Progress  and  Freedom 
Foundation,  shows  that  many  states  are 
seizing  the  opportunities  that  information 
technologies  offer.  Over  the  past  two 
years  alone,  e-government  Web  sites  have 
multiplied  dramatically.  States  now  offer 
numerous  online  services  such  as  tax  filing 
and  the  purchase  of  various  licenses  for 
businesses,  professionals  and  citizens;  the 
ability  to  search  public  records;  personal- 
ized pages  that  "push"  key  information  to 
citizens;  and  other  features  that  make  gov- 
ernment more  user-friendly.  The  states  of 
Washington,  Illinois  and  Georgia  have 
been  leaders  in  this  transformation.  Mary- 


land, Kansas  and  California  recently 
jumped  to  the  fore  with  new,  robust  and 
accessible  Web  sites.  Others  are  in  the 
queue  to  launch  portals  for  the  digital  era. 

Effective  e-government  is  more  than  a 
Web  presence,  however.  It  requires  inter- 
nal coordination  and  integration  at  an 
unprecedented  level.  It  calls  for  an  in- 

Effective  e-government 
calls  for  an  in-house 
cultural  revolution  that 
embraces  public-private 
partnerships. 

house  cultural  revolution  that  reaches 
outside  the  walls  of  government  to 
embrace  public-private  partnerships.  This 
transformation  will  come  only  through 
vision  and  leadership.  Without  human  ini- 
tiative, the  technology  will  fail. 

Decisions  also  must  be  made  about 
issues  that  are  unique  to  the  information 
age.  How  will  we  define  privacy  when 
shared  information  will  fuel  e-government 
efficiency?  What  levels  of  security  will  be 
required  to  enable  true  online 
voting?  And  how  wiil  we  pay  for 
e-government?  The  digital  revo- 
lution causes  us  to  consider  con- 
stitutional concepts  in  a  new 
environment,  a  context  never 
imagined  in  the  world  of  Thomas 
Jefferson  and  his  colleagues. 


There  is  a  trend  toward  "devolutioi 
America  —  with  decision-making  aui 
ity  being  redistributed  to  state  and 
governments.  Subsequently,  there 
new  leadership  roles  for  elected  off ii 
who,  in  the  midst  of  the  digital  revolii 
must  embrace  its  tremendous  pote 
to  change  forever  how  governnj 
serves  its  public. 

With  more  than  40%  of  Americans 
line  and  over  50%  owning  comput) 
leaders  must  deliver  on  the  promisi 
e-government.  A  healthy  market  fort! 
nological  innovation,  new  products 
partnerships  can  be  sustained.  Theni 
ultimate  goal  of  delivering  good  govi 
ment  to  all  Americans  will  be  realized 

If  we  look  at  the  transformatior 
e-government  as  a  journey,  we  have  l) 
eled  the  first  few  miles  at  Internet  spfl 
But  the  balance  of  the  much  longer  jj 
ney  lies  ahead  and  will  be  taken  with  rri 
deliberate  and  sure  steps.  Today's  pii 
officials  are  stewards  of  this  digital  fun 

 j 

Introduction  by  Dennis  McKenna,  Chief  B 

utive  Officer,  and  Cathilea  Robmett,  Exe 

tive  Director,  Center  for  Digital  Governrri 

(9.16)  363-5000,  www.centerdigitalgov.d 
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eBusiness  for  a  customer-driven  world. 


THE  CUSTOMER 


IS  ALWAYS  RIGHT 

AND  OTHER  COMPLEX  THEORIES 

of  eBusiness. 


Let's  face  it.  The  number  one  rule  of 
eBusiness  has  always  been  that  customer 
satisfaction  drives  business  success. 

In  today's  world,  businesses  can  no 
longer  differentiate  themselves  solely  on 
the  basis  of  product  quality,  distribution, 
and  price.  Competitors  imitate  product 
innovations  with  blinding  speed. 
Advances  in  technology  render  geo- 
graphic location  increasingly  irrelevant. 
Meanwhile,  competing  on  price 
inevitably  leads  to  eroding  profit  margins. 

Against  these  forces,  the  most 
powerful  competitive  advantage  is  to  consistently 
execute  the  fundamental  principles  of  customer 
satisfaction.  Know  your  customer.  Do  business  on 
their  terms.  Personalize  their  experience.  Make  every 
customer  interaction  as  valuable  as  possible. 

At  Siebel  Systems,  eBusiness  is  all  about  the 


fundamentals  of  delivering  100 
customer  satisfaction.  It's  about  doing 
business  am  time,  anyplace,  anywhere 
your  customers  want.  It's  about  having 
a  continuous  dialogue  with  your 
customers  across  every  point  of  customer 
contact — over  the  phone,  in  person, 
via  the  Web,  through  partners,  you 
name  it. 

Siebel  eBusiness  Applications 
are  already  helping  many  customer- 
focused  companies  improve  customer 
satisfaction  and  see  sizable  gains  in 
revenues,  profitability,  market  share,  employee 
productivity,  and  market  capitalization.  Pretty  impressive 
when  you  consider  that  the  typical  corporation  loses 
50%  of  its  customers  every  5  years.' 

To  learn  more,  call  us  direct  at  800. 356. 3321  or 
visit  www.siebel.com/ebusiness 
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SIEBEL  CUSTOMER  SATISFACTION  INCREASES 
VERSUS 
ACSI   INDUSTRY  AVERAGES 


11  a 


19.4 

16.7  »" 

j  !] 

•1.4  -1.3  ,  o  1.4 


I  Siebel  Customers 


-2.9 

Insurance         Flnanco      Communication     High  T*ch 

iH  ACSI  Industry  Average 


/  In  a  major  survey  conducted  by  SatMetrix  Systems.  Siebel  customers  reported 
)     customer  satisfaction  scores  that  lar  exceeded  ACSI  industry  averages.2 
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Leverages  Resources,  Experience  for  Governments  Around  the  Globe 


The  State  of  South  Australia  was 
looking  for  a  partner  to  overhaul 
its  entire  information  technology 
infrastructure  and  help  South  Australia 
become  a  key  IT  player  in  Asia-Pacific. 
The  search  quickly  led  —  as  it  often  does 
for  governments  and  enterprises  in  some 
50  countries  around  the  globe  —  to  EDS, 
the  e-business  and  information  technolo- 
gy company  that  pioneered  outsourcing 
more  than  35  years  ago. 

"The  government  of  South  Australia 
wanted  a  partner  who  would  own, 
manage,  improve  and  continually  refresh 
the  infrastructure  and  operating  systems 
used  by  almost  80  separate  agencies  in 
more  than  a  thousand  locations,"  says 
Barry  Ingram,  vice  president  of  EDS's  Gov- 
ernment Global  Industry  Group.  "They  also 
wanted  that  partner  to  make  a  substantial 
investment  and  commitment  to  economic 
development  to  help  develop  the  state's 
growing  IT  industry.  There  are  not  many 
global  service  companies  that  can  deliver 
that  level  of  services  and  resources." 

In  1995,  the  state  awarded  EDS  a 
renewable  1 0-year  contract  —  the  world's 
first,  and  still  only,  whole-of-govemment 
IT  outsourcing  agreement.  Today,  with 
one  of  the  most  modern  and  most  effi- 
cient IT  infrastructures,  the  state  is  able  to 
provide  more  reliable  services  to  the 
public  —  and  in  many  cases  at  lower  cost. 
EDS  has  also  invested  in  the  state's  future 
by  creating  a  number  of  Asia-Pacific  Cen- 
ters in  the  capital  city  of  Adelaide.  As 
promised,  EDS  has  delivered  economic 


benefits  to  the  state  through  new  jobs, 
substantial  new  business  investment  and 
the  export  assistance  South  Australian 
companies  need  to  catapult  to  regional  IT 
industry  leadership. 

South  Australia  turned  to  EDS  to  manage 
the  state's  diverse  electronic  information 
resources  because  of  EDS's  proven  track 
record  in  delivering  business  process  man- 
agement, high-value  consulting,  electronic 
business  solutions,  and  systems  and  tech- 
nology expertise  to  help  clients  simplify 
complexity  and  deliver  superior  service. 
Among  many  high-profile  examples,  EDS 
handles  the  information  technology  needs 
of  the  United  Kingdom's  Inland  Revenue 
Department  —  the  counterpart  of  the  U.S. 
Internal  Revenue  Service 
—  and  is  now  help- 
ing Inland  Revenue 
develop  and  field 
electronic  online  ser- 
vices, including  online 
tax  filing.  In  addition, 
the  company  recently 
was  awarded  a  new 
contract  to  upgrade  the 
biometric  passport  control  ^^^^™B 
and  security  system  for  Ben  Gunon  Airport 
in  Israel.  A  few  months  ago,  EDS  was 
awarded  a  $6.9  billion  contract  to  supply  the 
U.S.  Navy  and  Marine  Corps  with  a  single, 
seamless  network  —  the  largest  federal  IT 
contract  in  history. 

From  the  perspective  of  Barry  Ingram, 
who  joined  EDS  32  years  ago  when  the 
firm  had  360  employees  and  has  seen 


the  company  become  a  global  giant 
125,000  people  around  the  world,  a  n 
factor  in  the  company's  success  is  or 
its  original  tenets  —  vendor  neutralit 
"We  basically  created  the  outsour 
world  over  the  past  three  decades, 
being  vendor-independent,  I  believe, 
us  a  tremendous  advantage  over  a 
solutions  providers,"  Ingram  says.  "W 
never  been  biased  toward  a  particular  p 
uct  unless  that  product  really  is  the  I 
choice  for  the  customer." 

At  the  same  time,  Ingram  says, 
company  has  developed  an  arseng 
solutions,  global  infrastructure 
sources  and  industry-spet 
skills  that  are  virtually  unij 
For  example,  EDS  is 
argest  processor 
Medicare  and  Medi' 
claims  in  the  U.S.  If 
use  an  ATM  anywhen 
the  world,  chances 
that  EDS  is  involved. 

"No  other  soluti* 
provider  brings  the  c« 
bination  of  global  resour 
and  outsourcing  experiei 
that  we've  assembled  over  the  year 
Ingram  says.  "No  one  else  can  lever; 
that  experience  anywhere  on  the  glc 
through  a  tightly  integrated  network  o 
professionals.  These  things  are  extrer 
ly  important  to  customers  —  both  in  c 
ernment  and  the  private  sector  —  v 
simply  cannot  afford  to  have  thir 
go  wrong." 


IMIZE 
ENUE. 


NIMIZE 


ou  could  double  your  profits  by  anticipating  the  exact  price  your  customers  were  willing  to  p 
ou  could  find  efficiencies  in  every  aspect  of  your  business  without  disrupting  your  business 
upply  chain  management  was  united  with  pricing/revenue  optimization  in  a  single  end-to-end 
to  achieve  Enterprise  Profit  0ptimization™(EPO)?  What  if  there  was  software  that  did  just  that 

EXPAND   YOUR  MARGINS 

www.manugistics.com 
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Manugistics 

Emerges  As  a  Leading  Supply  Chain  Solutions  Provider  to  Government 


For  many  forward-thinking  govern- 
ment agencies,  the  current  empha- 
sis on  e-government  presents  an 
opportunity  not  only  to  acquire  and  deploy 
new  technology  but  also  to  reengineer  out- 
dated processes  to  reflect  best  commer- 
cial practices.  "Business  modernization" 
has  become  a  rallying  cry  for  initiatives 
aimed  at  transforming  disparate,  unlinked 
business  processes  and  practices  into  new 
integrated,  information-based  decision 
support  systems. 

Rockville,  Md.-based  Manugistics  Group, 
Inc.  (Nasdaq:  MANU)  has  emerged  as  a 
leading  contender  to  satisfy  the  govern- 
ment's growing  demand  for  one  particu- 
larly important  technology  category  — 
best-of-breed,  best-practices  supply  chain 
solutions  once  reserved  for  the  Fortune 
500.  "Manugistics  supply  chain  solutions 
—  a  preferred  choice  of  private  enter- 
prises throughout  the  world  —  can  help 
government  agencies,  including  the  mili- 
tary, better  ensure  that  the  fixed  amount 
of  money  they  have  to  spend  gets  the 
right  products  to  the  right  place  at  the 
right  time  and  in  xhe  right  quantity,"  says 
Jeff  Holmes,  senior  vice  president,  gov- 
ernment solutions  and  alliances,  Manugis- 
tics. "The  significant  operational  efficien- 
cies our  solutions  facilitate  can  enable 
agencies  to  allocate  valuable  resources  to 
other,  equally  important  strategic  initia- 
tives, while  providing  customer  service  at 
levels  comparable  with  the  best  private 
sector  enterprises." 
Manugistics,  which  has  more  than 


1,000  clients  in  the  private  sector,  has 
moved  aggressively  into  the  government 
marketplace  over  the  past  year.  Last  July, 
the  company  was  appointed  to  the  U.S. 
General  Services  Administration's  (GSA) 
schedule  for  information  technology  soft- 
ware vendors.  More  recently,  the  com- 
pany was  awarded  a  Basic  Order  Agree- 
ment (BOA)  by  the  NATO  Consultation, 
Command  and  Control  Agency  (NC3A), 
which  gives  NATO's  19  member  nations, 
27  partner  countries  and  numerous  gov- 
ernmental agencies  —  including  NC3A  — 
direct  access  to  Manugistics 
solutions.  Among  the 
company's  latest  U.S.- 
based  wins  is  a  mul- 
timillion-dollar, multi- 
year  software  licensing 
and  consulting  contract 
with  Accenture  in  support 
of  the  Defense  Logistics 
Agency's  (DLA)  Busi- 
ness Systems  Modern- 
ization (BSM)  program. 

Headquartered  at  Fort 
Belvoir,  Va.,  the  DLA  is  a  logis- 
tics combat  support  agency  whose  prima- 
ry role  is  to  provide  supplies  and  services 
to  America's  military  forces  worldwide. 
DLA's  mission  includes  managing  over  4 
million  consumable  items  and  processing 
more  than  30  million  annual  distribution 
actions. 

As  part  of  the  BSM  program,  DLA  will 
deploy  Manugistics  supply  chain  solu- 
tions to  replace  mission-critical  materiel- 


management  legacy  systems.  By  i 
menting  Manugistics  and  other  corr 
cially  available  software  solutions, 
anticipates  improved  support  to  its 
tomers  —  America's  war  fighters. 

"We  in  the  military  have  been 
global  logistics  business  for  a  long 
and,  historically,  we've  done  a  good 
says  James  T.  Eccleston,  assistant  de 
undersecretary  of  defense  for  sii 
chain  integration.  "But  we've  seen 
industry  uses  intelligent  decision-mj 
and  visualization  tools  like  thos 
Manugistics  to 
them  better  visi 
and  decision  sup 
It  enables  indust 
know  they're  a 
the  right  thing  and 
their  supply  chain; 
operating  effecti 
We  realize  that  w 
got  to  adopt  tf 
types  of  technolc 
and  best  business 
tices  to  stay  on  the  I 
ng  edge.  Our  bottom  lir 
not  measured  in  stockholder  value  b 
warfighter  readiness.  When  we  d 
have  the  logistics  support  when 
where  it's  supposed  to  be,  we 
literally  lose  lives.  That's  why  it'; 
important  that  the  U.S.  Departmer 
Defense  works  with  industry  and  ac 
mia  partners  to  make  the  transforme 
to  real-time  information-based  logisti 
success." 


We've  got  you  covered,  from  "e"  to  shining  "e." 


eds.com 


Electronic  government  is  better  government.  And  no  one  does  e-government  better  than  EDS.  We  can 
help  you  integrate  and  streamline  virtually  every  government  function.  From  e-logistics  to  e-learning, 
from  e-communications  to  e-procurement  and  much  more.  We  can  tailor  comprehensive  solutions  for 
your  organization  or  the  entire  enterprise.  For  greater  productivity,  enhanced  service  and  reduced  costs. 
So  you  can  focus  on  where  you  want  to  go,  instead  of  how  to  get  there.  To  learn  more,  visit  eds.com/gov. 
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Siebel  Systems,  Inc. 

Brings  Constituent  Management  Solutions  to  the  E-Government  Marketplace 


With  the  public  sector's  grow- 
ing awareness  of  the  benefits 
of  e-Business  applications, 
more  government  departments  are  adapt- 
ing the  practices  of  the  private  sector  to 
become  more  efficient  and  to  provide  the 
highest  quality  of  service. 

To  address  this  development,  Siebel 
Systems,  Inc.,  the  world's  leading  provider 
of  eBusiness  application  software,  launched 
a  large  and  strategic  initiative  in  the 
e-government  arena  last  year. 

Beverly  Gibson,  Siebel  Systems'  Global 
General  Manager,  ePublic  Sector  Product 
Marketing,  says,  "Siebel  eBusiness  Solu- 
tions for  the  Public  Sector  provide  the 
most  comprehensive,  commercial,  off- 
the-shelf  constituent  relationship  man- 
agement and  multichannel  eBusiness 
applications  that  automate  and  integrate 
critical  customer-facing  functions,  such  as 
planning,  assessment,  program  execution 
and  service." 

"For  the  first  time,  government  agencies 
have  access  to  easy-to-use.  Web-based 
applications  that  make  it  easier  for  organi- 
zations to  provide  access  to  and  delivery  of 
government  services  to  constituents  across 
multiple  channels,  such  as  call  centers,  e- 
mail  and  the  Web,"  says  Kevin  Fitzgerald, 
Vice  President,  U.S.  Public  Sector  Sales. 
"Our  solutions  enable  customers  to  lever- 
age new  and  existing  communication  chan- 
nels, share  knowledge  across  organization- 
al units  and  provide  a  single  view  of  the 
customer.  The  result  is  operational  efficien- 
cy and  superior  customer  service." 


Government  organizations  are  using 
Siebel  solutions  for  self-service  transac- 
tions, next-generation  customer  contact 
centers,  channel  management,  outreach 
programs,  customer  service  and  support, 
and  selling  via  the  Web.  "Siebel  Systems 
offers  a  broad  range  of  solutions  for 
public  sector  organizations  looking  to 
implement  an  integrated  solution,  as  well 
as  those  looking  to  enhance  an  existing 
communication  channel,"  says  Gibson. 

"Governments  are  required  to  provide 
equal  and  universal  access  to  all  constit- 
uents, regardless  of  their  access  to 
computers  or  the  Web,"  says  Fitzger- 
ald. "Siebel's  architecture  is  unique  in 
that  it  can  provide  a  common 
platform  for  uni- 
versal access." 

Gibson  explains 
that  "in  govern- 
ment, much  of  the 
information  needed 
to  provide  top-notch 
service  is  located  in 
older,  legacy  sys- 
tems. Our  prod- 
ucts are  easily 
integrated  into  older 
systems  and  databases, 
allowing  agencies  to  leverage  their  legacy 
data.  Our  applications  operate  on  all 
major  computing  platforms  and  provide 
automatic  upgrades.  The  Siebel  product 
architecture  enables  organizations  to  con- 
figure once  and  deploy  everywhere  — 
reducing  deployment  costs." 


Although  Siebel  Systems'  core  r. 
ucts  are  applicable  to  the  requiremen 
governments  straight  out  of  the 
Chairman  and  Chief  Executive  Of1 
Tom  Siebel  is  taking  no  chances  Ra 
than  simply  launching  a  sales  efforl 
has  also  dedicated  a  marketing  and  c 
uct  group  to  work  directly  with  gov) 
ment  customers  to  refine  and  tailor  Si| 
Systems'  offerings.  Customers  acil 
the  globe  include:  the  states  of  Kentu 
Virginia,  Michigan  and  Florida;  the  I 
Postal  Service,  the  General  Servi 
Administration  and  the  Departmem 
Education;  the  Military  Traffic  Mans 
ment  Command;  and  the  U.K.  Post  01 
and  Leeds  City  Cound 
"We  are  work 
with  our  custorr 
to  understand  f 
cisely  what  their 
quirements  are  n 
and  what  they'll  bt 
the  future,"  says  Gibs 
"One  thing  is  clear 
although  citizens  do 
have  a  choice  whe 
comes  to  dealing  \J 
governments,  they  hi 
become  a  lot  more  savvy  a 
demanding.  They  want  to  be  able 
interact  with  government  using  a  vari 
of  new  and  existing  mediums.  Citize 
want  to  be  empowered.  These  £ 
other  trends  have  encouraged  gove 
ments    to    become  champions 
e-Busmess  technologies." 


3r  a  brief  turnaround,  the  Limited's  recovery 
hit  a  wall.  Has  marketing  and  merchandis- 
maverick  Leslie  Wexner  lost  his  touch? 


LLY  BARRON 

WAS  BARELY  A  YEAR  AGO  THAT 
mited  Chairman  Leslie  Wexner 
impeted  the  successful  restructur- 
l  of  his  ten-chain,  $  1 0  billion  (2000 
timated  sales)  retail  behemoth, 
fter  a  five-year  reorganization,  in 
Wexner  centralized  operations,  in- 
I  new  executives,  boosted  perfor- 
:  goals,  closed  or  spun  off  chains 


and  even  tweaked  fixtures  in  stores.  In 
Limited's  1999  annual  report  Wexner 
crowed  about  a  "retail/brand  success 
story  that  will  sustain  itself  for  years  to 
come." 

Talk  about  hyper-spinning.  The 
5,000-store  Limited  will  miss  profit  tar- 
gets for  the  fourth  quarter,  with  earnings 
off  as  much  as  20%  to  $226  million  on  a 
sales  increase  of  only  3%,  according  to 


Chain  reaction:  Slow  sales 
at  several  different  units 
have  left  Wexner  in  a  bind. 


Prudential  Securities  an- 
alyst Stacy  Pak.  At  the 
same  time,  inventories 
soared  in  December  24% 
per  square  foot  and  13% 
in  January.  Limited  offi- 
cials say  the  inventories 
are  a  planned  increase  for 
spring  merchandise. 
Pretty  big  overload,  given 
that  apparel  sales  are  un- 
likely to  budge  by  more 
than  2%  this  year.  (Gap 
inventories,  in  contrast, 
were  flat.) 

Whatever  happened 
to  Wexner  the  legendary 
merchandiser?  The  466- 
store  men's  chain  Struc- 
ture has  been  slow  to 
adopt  new  trends,  such 
as  the  move  away  from 
baggy  cargo  pants  to  a  more  pressed,  tai- 
lored look;  at  some  stores,  merchandise 
has  been  marked  down  as  much  as  50%. 
Sales  have  mired  at  Lane  Bryant,  which 
caters  exclusively  to  Rubenesque  women. 
That  chain  is  trying  a  radically  different 
approach  to  marketing  in  order  to  jump- 
start  revenues  {see  next  story).  Express, 
which  appeals  to  body-baring  twenty- 
somethings,  is  the  only  division  doing  re- 
ally well.  A  chain  called  Too  that  targets 
hip  girls  went  public  last  year;  but  be- 
cause of  slowing  growth  the  shares  are 
trading  at  about  half  their  52-week  high 
of  $36.25. 

But  these  aren't  the  only  trouble 
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spots.  Limited  owns  84%  of  Intimate 
Brands,  Wexner's  beloved  investment 
and  contributor  of  90%  of  Limited's  op- 
erating profit.  Growth  here  is  slowing, 
too.  Operating  margins  at  the  flagship 
Victoria's  Secret  unit,  where  the  stores 
and  catalog  are  being  refurbished  after 
becoming  stale  (FORBES,  Nov.  13,  2000), 
are  expected  to  sink  to  14.5%  this  year 
from  19%  historically. 

Even  Wexner's  famed  sixth  sense  for 
marketing  seems  to  have  failed  him.  Ever 
the  micromanager,  he  personally  dictated 
the  name  "Desire"  for  one  of  Victoria's 
Secret's  new  bras,  a  lacy,  European-style 
number.  But  the  bra's  ridiculous  "What 
is  desire?"  advertising  was  spoofed  in  a 
Saturday  Night  Live  parody.  Sales,  too, 
have  been  lackluster. 

It  seems  Wexner  no  longer  trusts  his 
instincts.  Before  the  short-lived  turn- 
around, he  started  listening  to  a  coterie  of 
consultants  who  helped  him  cook  up 
ways  to  "distort  the  talent" — quintes- 


sential marketing  gobbledygook.  It 
prompted  Wexner  to  bring  in  manage- 
ment stars  from  Banana  Republic,  Fed- 
eral Express,  Colgate,  Nabisco  and  Dis- 
ney. Nothing  wrong  with  that,  of  course, 
but  a  number  of  them  didn't  stick 
around.  Andrea  Weiss,  director  of  store 
operations,  was  one  who  left. 

Some  of  them  may  have  been  put  off 
by  Wexner's  aggressive  "Win  at  Retail" — 
WAR,  for  short — campaign,  unveiled  to 
employees  with  a  video  featuring  graphic 
images  from  Desert  Storm.  The  pro- 
gram, later  renamed  "Must  Win,"  was 
aimed  at  boosting  store  performance  and 
rallying  the  troops.  But  it  also  demoral- 
ized employees  who  were  seated  in  order 
of  their  performance  at  weekly  meetings. 

On  Wall  Street  there's  talk  of  yet  an- 
other restructuring.  It's  one  that  could 
include  shuttering  a  number  of  Limited 
or  Structure  stores,  which  to- 
gether lost  an  estimated 
$130  million  last  year,  cap- 


ping a  five-year  streak  of  red  ink.  It  rW 
also  include  folding  Structure  int< 
press.  There's  also  the  possibility 
reacquisition  of  Intimate  Brands- 
effort  to  consolidate  the  strongest  br; 

Two  decades  ago  Les  Wexner  cr< 
a  special  image  for  retailing.  He  r 
aged,  through  luck  and  artifice,  as  w 
fashionable  clothes  at  fair  prices,  to  i 
a  tide  of  young  women  as  they  enl 
the  workplace.  Innovation  and  acc 
tion  strengthened  the  company,  bu 
price:  Limited  grew  to  be  too  many 
ferent  things,  no  one  of  them  pari 
larly  special. 

Can  it  come  back?  Wexner  begge 
an  interview,  but  it  might  be  wis 
watch  what  he  does.  For  the  1 2  mo 
ended  last  November,  Wexner  sold 
million  shares  for  close  to  $393  mill 
leaving  him  with  75  million  shares  i 
1 8%  stake  in  the  company. 


If  You've  Got  It,  Flaunt 


Fashions  at  Limited's  Lane  Bryant,  where  sizes  start  at  14, 
were  always  designed  to  conceal  extra  weight,  not  display  it. 
"[We]  always  treated  the  plus-size  woman  as  if  she  were 
very  different  from  the  regular-size  woman,"  admits  Christine 
Hansen,  the  retailer's  executive  vice  president  of  marketing. 

That  is,  until  Lane  Bryant  discovered  that  the  only  growth 
curves  were  on  its  customers.  Sales  hit  a  wall  two  years  ago,  flat- 
lining  ever  since  at  $934  million  for  the  663-store  chain.  This  de- 
spite a  10%  growth  in  the  $26-billion  large-size  clothing  business. 

What  to  do?  Flaunting  what  it  used  to  consider  its  biggest 
weakness— its  zaftig  target  audience— Lane  Bryant  is  now  rolling 
out  body-hugging  apparel  and  slim-fitting  skirts  with  eyebrow- 
raising,  sexy  ads  to  match.  Rapper  Queen  Latifah  wore  a  pair  of 
clingy  leather  pants  in  a  recent  ad.  At  a  much-hyped  fashion 
show  in  Manhattan  in  early  February  buxom  model  Anna  Nicole 
Smith  barreled  down  the  runway  in  a  camouflage  slip  dress. 

A  new  print  ad  for  the  chain  shows  two  fetching,  ample  mod- 
els wearing  satin  lingerie.  They're  leaning  against  actor  Chris 
Noth.  who  plays  Mr.  Big  on  HBO's  Sex  in  the  City.  Move  over,  you 
whippet-thin  mannequins! 

Lane  Bryant  expects  the  campaign  to  attract  women  who  are 
more  interested  in  belly  button-baring  shirts  than  the  prim  pillbox 
hat  and  veil  featured  in  an  ad  some  time  ago.  "Their  customers  do 
not  feel  unsexed  and  unattractive,"  says  Candace  Corlett  of  WSL 
Strategic  Retail,  "it's  a  very  smart  move." 

But  is  it  the  road  to  far  city?  Some  customers  may  appreciate 
seeing  contemporary  clothing  in  Lane  Bryant  stores  and  confident 


Simply  grand: 

Lane  Bryant  is  suddenly  using  sex 
and  humor  to  sell  plus-size  duds. 

full-figured  women  in  its  ads.  Others  may  not  relate  to  the  cc 
pany's  plump-but-toned  models.  Even  Hansen  admits  that 
company  has  a  hard  sell  among  many  members  of  its  target  m 
ket,  a  number  of  whom  are  reluctant  to  shop,  let  alone  bare  si 
"We  feel  that  women  will  overcome  whatever  barriers  they  ha 
and  they'll  come  into  the  stores."  Hansen  says. 

If  not,  look  for  an  incredible  shrinking  act— of  the 
campaign.  —Eileen  Glan\ 


msdw.net/Freedom 


The  word  for  equity  trading  in  the  new 
global  economy?  Freedom. 

With  that  in  mind,  we've  been  helping  to  shape  barrier- 
free  financial  markets.  By  investing  in  ECNs.  By  advising 
governments  on  stock  exchange  and  market  structure,  and 
advocating  more  efficient  electronic  trading  platforms  that 
are  simple,  clear  and  fair.  By  being  a  founding  partner  in 
Jiway,  the  first  borderless  European  stock  exchange. 

All  of  which  will  allow  investors  to  revel  in  new  freedoms 
—  greater  liquidity,  broader  distribution,  better  pricing. 

You  can  deal  with  that. 

Network  the  world 


Morgan  Stanley  Dean  Witter 

Institutional  Securities  &  Investment  Banking 


ENTREPRENEURS 


iDJTED  BY  TOM  P 


A  STICK 
IN  THE 
SPOKES 

Competition  in  the  clubby  world  of 
bicycle  parts  is  anything  but 
friendly.  One  player  has  gotten  a 
few  assists  from  antitrust  laws. 


BY  DAVID  ARMSTRONG 

THE  BICYCLE  PARTS  INDUSTRY 
is  a  small  world  of  racers  and 
inventors  and  macho  adven- 
turers. The  camaraderie  was 
such  that  when  a  representa- 
tive from  Shimano  Corp.  visited  the  tin> 
Chicago  shop  of  Stanley  Day  and  his 
brother  F.K.,  they  were  more  flattered 
than  threatened.  The  year  was  1 989,  and 
the  Days,  along  with  cofounder  Samuel 
Patterson,  were  tinkering  with  a  new 
kind  of  gear  shifter  to  replace  the  tradi- 
tional thumb-controlled  levers.  The 
Days  had  a  nifty  device  that  twisted 
around  the  bike's  handlebars.  "We  were 
so  excited  and  honored  that  Shimano 
was  coming  to  talk  to  us,"  recalls  F.K. 

In  retrospect,  the  friendly  reception 
was  a  tactical  error.  For  the  next  decade 
SRAM  Corp.  (its  name  is  derived  from 
the  cofounders'  initials)  locked  horns 
with  the  Japanese  giant,  which  did  not 
take  kindly  to  an  incursion  on  its  turf  in 
bicycle  components.  The  antagonism 
continues  to  this  day,  as  the  privately 
held  SRAM  (with  an  estimated  $120  mil- 
lion in  sales  last  year)  fights  in  court  and 
in  bicycle  showrooms  with  the  publicly 
held  Shimano,  ten  times  its  size. 
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SRAM  got  off  to  a  slow  start 
with  its  signature  product,  the  grip 
shift.  The  Days  hoped  to  sell 
1 00,000  of  the  $70  devices  in  1 990, 
but  ended  up  unloading  only  900 
of  them,  at  a  $500,000  loss.  Rea- 
son: They  failed  to  anticipate  the 
switch  from  racing  bikes  to  moun- 
tain bikes.  "We  missed  the  mar- 
ket," concedes  Stan  Day,  43,  whose 
pre-SRAM  career  included  amateur 
bike  racing  and  a  stint  as  a  mar- 
keting manager  at  Molex,  an  elec- 
tric parts  manufacturer. 

Rejiggering  the  grip  shifter  for 
mountain  bikes  in  1990,  SRAM  hit 
a  different  wall.  By  this  time  Shi- 
mano was  also  attacking  the  mountain 
bike  market  and  was  bundling  its  shifter, 
front  and  rear  derailleurs  (which  move 
the  chain  from  one  exposed  gear  to  an- 
other), brakes  and  sprockets  under  a 
"group"  pricing  policy — offering  a  10% 
discount  to  bikemakers,  Day  says,  as 
long  as  they  agreed  to  use  only  Shimano 
parts.  SRAM  couldn't  compete  at  those 
prices,  and  brought  an  antitrust  suit  in 
federal  court  in  Santa  Ana,  Calif.,  near 
Shimano's  U.S.  unit  in  nearby  Irvine.  In 
1991,  before  the  case  got  to  trial,  Shi- 
mano agreed  to  a  sealed  out-of-court 
settlement.  Group  pricing  ceased,  and 
SRAM's  new  mountain  bike  twist-shifter 
sales  went  from  0  to  300,000  in  one  year. 
By  1996  the  Chicagoans  controlled  60% 
of  that  market. 

The  court  diversion  didn't  cure  Shi- 
mano of  its  sharp  competitive  instincts. 
The  Japanese  firm  slashed  the  price  of 
its  shifters  60%  in  1996,  according  to 
SRAM.  As  a  result,  SRAM's  revenues 
plunged  to  $40  million  in  1997  from 
$70  million  the  year  before.  "Aggressive 
competition  is  fine,"  says  Stan  Day.  "But 
you  can't  have  a  game  where  the  defense 
tackles  you  by  pulling  your  face  mask." 
SRAM  filed  suit  again,  charging  Shi- 


ft* 


Anxious  to  win 
the  race— with 
or  without  a  big 
assist  from  the 
legal  system: 
SRAM  Corp.'s 
Stan  Day. 


mano  with  pricing  below  cost  to  har 
competitors.  Economists  will  be  hap] 
to  tell  you  that  if  "predatory  pricing" 
"dumping"  exists  at  all,  it  should  be  i 
nored  by  the  legal  system.  But  price  cor 
petition  can  be  demonized  by  any  goc 
plaintiff  lawyer,  and  an  impressionab 
California  jury  awarded  SRAM  a  report< 
$9  million.  Shimano's  appeal  is  pendin 


Shimano  didn't  let  up.  Since  1997 
M  spent  an  estimated  $65  million 
anding  European  operations;  in 
many  it  bought  Mannesmann 
hs'  small  bike  component  division, 
nufacturer  of  internal  gear  hubs, 
ch  can  be  switched  even  when  the 
e  is  at  a  standstill.  Scarcely  a  year 
r  Shimano  opened  up  a  warehouse 


in  Neuss,  Germany  to  distribute  its  own 
internal  gear  hubs.  Shimano  then 
started  a  price  war,  forcing  SRAM  to 
lower  its  prices  20%  to  30%  over  the 
last  three  years.  Last  June  SRAM  insti- 
gated antidumping  charges  against  Shi- 
mano with  the  European  Union,  claim- 
ing that  by  locking  in  currency 
fluctuations  between  the  euro  and  the 


yen,  Shimano  put  itself  in  a  position  to 
sell  the  hubs  in  Europe  at  rates  cheaper 
than  in  Japan.  In  effect,  SRAM  is  saying 
that  Shimano's  astute  use  of  currency 
hedging  wound  up  giving  European 
consumers  too  good  a  bargain.  It's  a 
preposterous  argument  to  anyone  who 
thinks  that  laws  on  pricing  ought  to 
protect  competition,  not  competitors. 
But  SRAM  just  might  prevail  at  the  Eu- 
ropean Commission,  which  expects  to 
issue  a  decision  in  the  next  few  months. 

Unfavorable  rulings  in  either  Brus- 
sels or  California  "would  be  very  detri- 
mental," concedes  Stan  Day.  SRAM  can't 
afford  any  more  price  wars.  Its  gross 
profit  margin  is  a  mere  20%,  scarcely 
enough  to  cover  various  fixed  costs  plus 
research  and  product  development. 
While  the  $8  million  that  SRAM  sinks 
into  new  products  each  year  may  look 
puny,  it's  the  company's  lifeblood — ap- 
parent in  a  visit  to  SRAM's  30,000- 
square-foot  offices  just  north  of 
Chicago's  Loop.  Open  offices  surround 
an  indoor  bike  track,  where  the  Days, 
managers  and  designers  freely  twirl 
around  on  SRAM-outfitted  bikes,  testing 
a  new  line  of  components. 

The  devices  are  aimed  at  the  hottest 
end  of  the  business,  growing  at  40%  a 
year — the  "comfort"  bike  market. 
That's  a  euphemism  for  the  folks  who 
like  their  wheels  but  have  little  interest 
in  breaking  the  sound  barrier  or,  in 
some  cases,  in  breaking  a  sweat.  SRAM 
hopes  to  sell  5,000  SmartBars,  $275  (re- 
tail) handlebars  that  adjust  and  lock  in 
place  for  height  and  reach,  and  come 
with  options  like  lights  and  odometers. 
The  Days  are  also  pushing  supposedly 
ergonomic  brake  levers.  Among  the 
more  far-fetched  new  products  is  the 
Sparc  drive.  This  $500  (retail)  battery- 
powered  gizmo  has  two  100-watt  mo- 
tors inside  the  rear  hub  that  give  a 
power  boost  when  the  biker  pedals. 
The  battery  is  recharged  through  a 
standard  wall  outlet. 

To  no  one's  surprise,  Shimano  is 
also  getting  into  the  comfort  game.  The 
Days  would  like  to  win  this  race,  but 
they  seem  to  be  badly  in  need  of  a 
power  assist  from  the  legal  system.  F 
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WARFARE 

Bill  Hadley  has  a  potent  weapon 
the  war  against  grease:  bacteria 

BY  MARY  ELLEN  EGAN 

WILLIAM  HADLEY  POKES  AROUND 
places  where  most  people 
wouldn't  stick  the  end  of  an 
umbrella.  Last  year  his  Environmental 
Biotech  Inc.  (EBl),  a  90-unit  franchise 
based  in  Sarasota,  Fla.,  pulled  in  $9.6 
million  systemwide  by  eliminating 
grease,  starch,  sugar  and  gelatin  trapped 
in  hundreds  of  corporate  sewer  lines.  He 
doesn't  rely  on  the  plumber's  snake  or 
caustic  chemicals.  Instead,  the  company 
uses  a  stationary  pump  about  the  size  of 
a  lunchbox  to  inject  active,  or  "vegeta- 
tive," bacteria — harmless  strains  of  fac- 
ultative anaerobes — into  the  drains  of 
restaurants,  meatpackers,  hospitals  and 
photo  processing  labs.  Gradually  the  mi- 
crobes break  down  the  waste,  leaving 

behind  carbon  dioxide  and   

water. 

Hadley,  52,  fell  into  this 
business  serendipitously.  A 
onetime  owner  of  a  fiber- 
glass plant  and  a  former 
Century  21  franchisee,  he 
came  across  the  idea  when  a 
friend  pestered  him  to  invest 
in  a  company  called  Probac, 
which  pioneered  the  tech- 
nology but  ran  into  financial 
troubles.  Part  of  the  prob- 
lem: Probac  was  selling  di- 
rectly to  distributors  and 
lost  control  over  its  service. 
"Vegetative  bacteria  are  frag- 
ile," says  Hadley.  "They  can't 
withstand  long  storage  on  a 
shelf."  The  bacteria  must  be 
handled  in  a  frozen  state,  in- 
oculated with  nutrients  and 
dechlorinators  and  incu- 
bated in  reservoirs  for  36 
hours.  The  mixture,  then 


complete,  has  to  be  delivered 
within  12  hours. 

But  Hadley  saw  promise  in  the 
muck.  He  started  his  own  com- 
pany, Environmental  Biotech,  in 
July  1990.  With  the  proceeds  from 
his  earlier  business  ventures,  he 
in      opened  a  lab  in  October  of  1991 
and  hired  a  full-time  microbiolo- 
gist to  work  on  different  combina- 
tions of  bacterial  stews,  because  not  all 
clogs  are  alike.  "You  need  a  different 
strain  for  grease  than  you  do  for 
gelatin,"  he  explains.  When  Probac  filed 
for  Chapter  1 1  in  1992,  he  picked  up  its 
lab  equipment  for  $30,000. 

EBI  looks  for  franchisees  who  are 
flush.  To  qualify,  they  must  have  a  net 
worth  of  $300,000  and  $100,000  in  liq- 
uid capital.  Why?  Franchise  fees  run 
$35,000  and  expenses  for  the  first  three 
months  cost  $45,000  to  $57,000  for  in- 
ventory and  supplies,  vehicle  leases,  in- 
surance and  computer  systems.  EBI  col- 
lects 5%  of  gross  sales  annually  and  has 
exclusive  rights  to  sell  bacteria  and 
pumps  through  the  system.  Every  fran- 
chisee attends  "Bug  U"  for  classes  in  ac- 
counting, customer  service,  marketing 


Bacterial  paste  to 
work  wonders  on 
waste:  Hadley's 
microbes  replace 
caustic  chemicals 


and  treating  bacterial  strains. 

There  seems  to  be  no  end  of  cu 
tomers — including  the  Kennedy  Spa< 
Center,  Cargill,  Dana-Farber  Cancer  Ir 
stitute  in  Boston,  Unilever  and  militari 
bases.  The  chief  selling  point:  cos 
Restaurants,  for  example,  spend  $200  t 
$1,500  each  month  pumping  out  "greas 
traps,"  inground  pools  where  gunk  co 
lects.  EBI  charges  only  $150 — but  i 
clients  are  on  the  hook  for  a  while.  Th 
EBI  pump,  which  must  be  refilled  ever 
two  weeks,  injects  bacteria  into  the  drai 
line  12  times  a  day;  complete  restoratio 
can  take  up  to  four  months.  One  happ 
customer:  Victor  Lupo,  owner  of  Trade 
Vic's  and  five  other  restaurants  in  thj 
Pensacola  area.  "At  Trader  Vic's  alone,  w 
were  spending  $500-$600  a  month  fo 
plumbers,"  he  says.  EBI  saves  him  nearl 
$1,000  a  month. 

The  microbe-munching  business  i 
tiny  so  far,  and  EBI  is  the  largest  of 
handful  of  outfits.  Hadley  wants  t 
keep  it  that  way  and  expects  to  main 
tain  his  lead  by  investing  25%  of  rev 
enues  in  R&D  each  year.  One  result  is 
new  plant  that  can  process  20,000  gal 
Ions  or  more  of  grease  waste  per  da 
with  EBl's  bacterial  strain.  Re 
ceiving  centers,  says  Hadley 
charge  as  much  as  30  cents  tc 
50  cents  to  treat  a  gallon  o 
waste,  processing  it  eithe 
chemically  or  mechanically  tc 
be  dumped  in  a  landfill.  EB 
can  do  it  for  16  cents. 

Hadley's  other  pet  projec 
is  a  system  that  breaks  dowr 
hydrogen  sulfide  in  sewe 
lines.  Aside  from  its  unpleas 
ant  odor,  the  toxic  gas — a  nat- 
ural byproduct  of  organic  anc 
inorganic  wastes — can  cor- 
rode metal.  So  EBI  has  devel- 
oped a  strain  of  bacteria  thai 
gobbles  the  compound  up  ir 
wastewater  collection  system.' 
by  injecting  the  microbes 
right  at  the  site. 

No  nibbles  yet  for  this 
technology.  But  Hadley  has  ar 
undertaker's  patience.  Says  he: 
"It's  just  a  matter  of  time."  P 


dot  components. 


Think  of  Kyocera  as  a  maker  of 


com 


There's  a  lot  more  to  the  Internet  than 
dot  com.  Capacitors,  oscillators,  fiber  optic 
components,  semiconductor  fabrication 
parts  and  ceramic  IC  packages  for  a  start. 
Clamorous?  No,  but  they  are  essential  to 
the  technologies  that  make  the  Internet  so 
powerful.  As  a  world-leading  manufacturer 
of  these  components,  the  Kyocera  Group 
has  helped  fuel  the  exponential  growth 
enjoyed  by  e-businesses  and  service 
providers.  By  supporting  those  businesses, 
our  components  help  make  the  Internet 
exciting  for  everyone. 


Our  components  are  marketed  under  the  Kyocera, 
AVX  and  Elco  brands. 

Pictured  are  Kyocera's  temperature-compensated  crystal 
oscillators  (TCXOs)  —  indispensable  timing  devices  for  CDMA 
and  W-CDMA  phones  and  other  wireless  applications. 


BY  IAN  ZACK 

SHIFTING  A  SUCCESSFUL  PRIVATE- 
label  operation  to  a  branded  busi- 
ness is  never  a  cinch.  The  land- 
scape is  piled  high  with  failed  attempts. 
Two  examples:  Vestimenta,  which 
makes  terrific  clothes  for  such  fashion 
nameplates  as  Armani,  but  hasn't  made 
a  splash  with  its  own  label,  and  Cyrix, 
which  produced  quality  microchips  for 
Apple  and  Compaq,  but  bombed  with 
its  own  line  of  personal  computers. 

So  what  makes  Scott  Semel  and 
Reid  Chase  think  they  can  pull  it  off  in 
the  candy  business?  The  co-owners  of 
Cody-Kramer  Imports  in  Blauvelt,  N.Y. 
reckon  they  don't  have  a  choice — not  if 
they  want  their  $21  million  (2000  sales) 
company  to  bite  off  a  bigger  chunk  of 
the  $23.3  billion  U.S.  candy  market. 

Start  small.  Which  is  ->vhat  Semel,  a 
former  textile  industry  executive,  and 


Chase,  a  onetime  stockbroker,  did  in 
1994;  they  bought  Cody-Kramer  for 
about  $600,000,  scraping  together 
$100,000  in  savings  and  borrowing  the 
rest  at  9%.  Cody- Kramer  was  a  decade- 
old  importer  whose  chief  product  was 
a  Swiss-made  lozenge  called  Grether's 
Pastilles.  People  liked  it,  but  could 
rarely  find  it.  To  broaden  its  reach, 
Semel  and  Chase  tried  persuading 
clothiers  like  Brooks  Brothers  and  Ann 
Taylor  to  stock  the  tins  as  cash  register 
impulse  items.  "We  had  the  door 
slammed  in  our  face,"  Semel  recalls. 

Then  a  break.  Although  the  Gap 
nixed  their  pitch  in  October  1996,  a 
buyer  asked  if  Cody- Kramer  could  de- 
sign a  candy  in  a  tin  for  Gap's  Old  Navy 
unit  in  time  for  Christmas.  It  could. 
Soon  they  were  making  hard  candy  for 
Casweil-Massey  and  Paul  Harris  as 
well.  But  the  sell-through  was  poor;  the 


folks  hawking  suits  and  perfume; 
weren't  anxious  to  play  up  $3  sweets. 

Time  to  change  the  game  plan 
They  shifted  focus  to  food  retailers  anc 
mass  merchandisers,  where  they  had 
more  luck.  Today  Cody- Kramer  is  the 
ghost  confectioner  of  Starbucks'  After 
Coffee  Mints  and  provides  store  brands 
for  Trader  Joe's,  Target,  Neiman  Mar- 
cus, Eckerd  and  CVS. 

But  success  was  not  without  some 
near  meltdowns.  During  the  1999 
Christmas  season  Semel  and  Chase  un- 
derestimated orders  by  1.3  million  units 
and  scrambled  to  find  new  suppliers  foi 
jelly  beans,  bags  and  tins.  Swallowing 
hard,  they  overnighted  a  $100,000  check 
to  an  untested  packager  and  sent  some 
orders  by  air  freight;  but  they  were  still  a 
week  to  ten  days  late  on  several  ac- 
counts. They  have  since  overhauled 
their  production  cycle,  adding  systems 
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You  love  us  for  our  monitors. 
You'll  thank  us  for  our  projectors. 


Introducing  the  LiteBird  PJ1075  Projector  from  ViewSonic 

From  the  company  with  the  #1  best  selling  monitor  displays  in  the 
USA*  comes  another  brilliant  Visual  Technology'™  innovation.  The 
PJ1075  LiteBird™  projector  from  ViewSonic's  family  of  micro-portable 
projectors.  At  only  5.0  pounds,  the  LiteBird  loves  to  travel,  and 
provides  stunning,  ultra-crisp  images  in  any  presentation  setting.  Using 
Texas  Instruments'  state-of-the-art  DLP" 
technology,  the  LiteBird  offers  higher 
contrast  levels,  consistent  reliability  and 
increased  color  uniformity.  Equipped  with 
a  1 ,024  x  768  native  resolution,  1 ,200 
Lumens  of  brightness,  digital  keystone 
correction  and  picture-in-picture,  this  little 
projector  packs  a  big  punch! 

You're  not  just  buying  the  projector. 
You're  buying  the  company. 

As  with  every  ViewSonic  product,  the 
complete  line  of  LiteBird  projectors  comes 
with  our  industry  leading  warranty  and 
24/7  customer  and  technical  support.  It's 
no  wonder  ViewSonic  has  won  over  1 ,000 
industry  awards.  For  more  information, 
click  on  ViewSonic-projectors.com 
or  call  toll  free  866-LITEBIRD  to  find 
your  local  dealer.  The  LiteBird  family  of 
projectors  from  ViewSonic.  Start  seeing 
us  in  a  whole  new  light. 


Specifications  subject  !o  change  without  notice  Copyright  ©  ViewSonic  Corporation  2000. 
All  rights  reserved  'Leading  non-captrve  monitor  brand  by  Stanford  Resources,  Inc. 
(Monftrak  03  '00).  The  DLP  logo  is  a  trademark  of  Texas  Instruments,  [10046-01B  01/01] 


LITEBIRD  PROJECTOR  SERIES 


PJ870 

PJ875 

PJ1075 

Weight 

5.0  Pounds 

5.0  Pounds 

5.0  Pounds 

Native  Resolution 

800  >  600 

800  x  600 

1,024  x  76?, 

Brightness 

700  Lumens 

1 ,000  Lumens 

1,200  Lumens 

A  TEXAS  INSTRUMENTS  TECHNOLOGY 


ViewSonic* 

See  the  difference: 


to  project  orders  months  in  advance. 

Revenues  climbed  to  $8  million  in 
1999  from  $2.3  million  in  1997.  Last 
year  Semel  and  Chase  banked  their 
biggest  profit — $2  million  pretax.  But 
who  knew  how  long  the  mint  craze 
would  last?  Cody- Kramer  had  to  diver- 
sify. So  the  pair  approached  Triarc, 
which  then  owned  Snapple.  In  ex- 
change for  a  7%  cut  of  sales  over  three 
years,  Cody-Kramer  last  May  got  the 
rights  to  produce  and  sell  hard  and  soft 
candies  under  the  Snapple  brand,  as 
well  as  gummies  and  jelly  beans  in  fla- 
vors like  "pink  lemonade"  and  "mango 
madness." 

The  first  shipments  hit  stores  in  Oc- 
tober. Target,  7-Eleven  and  Eckerd 
signed  on;  in  late  January  Wal-Mart 
agreed  to  carry  two  of  four  Snapple  va- 
rieties. In  last  year's  fourth  quarter  the 
candies  brought  in  sales  of  $1  million. 

But  surpassing  that  pace  will  be 
tough.  Snapple  is  among  the  crush  of 
new  brands  elbowing  to  get  onto 


crammed  shelves.  In  1999,  3,337  new 
confections  and  snacks  were  intro- 
duced; 80%  of  them  failed,  says  Candy 
Industry  magazine. 

Even  with  a  well-known  label, 
Semel  and  Chase  must  get  onto  the 
shelves  of  the  big  grocery  and  conve- 


►  By  the  Numbers 


How  Sweet  It  Isn't 

After  nearly  doubling  in  1985-97  ship- 
ments by  U.S.  candymakers  were  flat  in 
1998  and  declined  to  $13  billion  in  1999. 

U.S.  per-capita 
candy  consumption  in  1999.  (Danes 
eat  the  most  sweets  of  anyone  in  the 
world— 36.9  pounds.) 

Total  mass-market, 
grocery  and  drugstore  sales  of  M&Ms 
last  year. 


The  percentage  of  U.S. 
households  that  buy  candy. 


Sources:  Confectioner  magazine;  Information  Resources; 
Chocolate  Manufacturers  Association;  ACNielsen  Homescan. 


nience-store  chains.  That  means  c 
vincing  regional  candy  brokers  to  p 
their  brand — and  paying  the  slot! 
fees  of  up  to  $25,000  per  item  char 
by  some  big  chains.  Overhead  is  pi 
up,  too.  Cody-Kramer  has  added 
salespeople,  a  chief  financial  office 
warehouse  supervisor  and  office  st 
more  than  doubling  employees  in 
last  year  to  18.  The  Snapple  launch  c 
$2.5  million,  including  a  $200,000 
campaign  in  New  York.  When  it  cor 
time  to  negotiate  an  extension  of  the 
censing  deal,  Cody-Kramer  will  h 
the  fixed  costs  and  Snapple  will  h 
the  whip  hand. 

A  bigger  question  for  the  long-te 
survival  of  Snapple  candy  is  whetl 
there  is  room  for  another  brand.  Sa 
of  Brachs'  Hi-C  Fruit  Chews  in  sup 
markets,  drugstores  and  mass  retail 
dipped  42%  last  year.  That's  either 
opportunity  for  Cody-Kramer — o 
warning  that  candy  fads  can  go 
quickly  as  they  come. 


Springboard  2001:  New  York 


SPRINGBOARD  2001:  NEW  YORK  H 

•  Springboard 
w  r    .7  2000 

Q  i 
"  JPMorgan  Partners 


Quetzal/JPMorgan  Partners 


REGISTER  TO  ATTEND 
SPRINGBOARD  2001: 
NEW  YORK  — THE  REGION'S 
FIRST  VENTURE  FORUM  FOR 
WOMEN  ENTREPRENEURS. 

The  forum  is  hosted  hy  Flatiron  Foundation, 
JP  Morgan  Partners,  Quetzal/JP  Morgan 
Partners  and  Springboard  2000  Enterprises. 

Women-led  firms  are  the  newest  entrants  into 
the  equity  marketplace  and  a  dynamic  segment 
of  our  economy.  Springboard  2001:  New  York 
will  introduce  you  to  investment- ready, 
women-led  firms  in  high-growth  industries  — 
from  Connecticut,  Ncwjersey  and  New  York. 


ON  MARCH  13,  2001 

HEAR  PRESENTATIONS  FROM: 

•  20  to  25  women-led  firms  seeking  early  to 
later  stage  funding 

PRESENTERS  WERE  CHOSEN  BY: 

•  The  strength  of  their  aggressive,  growth- 
oriented  businesses 

Clearly  identified  target  markets,  revenue 
streams  and  competitive  advantages 
Talented  management  teams 

If  you  are  an  accredited  investor  who  is  looking 
for  first-rate  investment  opportunities  in  high- 
growth  businesses,  register  for  Springboard  2001: 
New  York  at  www.springboard2000.org.  Seating  is 
limited,  so  register  early. 
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SPRINGBOARD  .2001:  NEW  YORK  •  WOMEN'S  VENTURE  CAPITAL  FORUM  •  MARCH  13,  2001 
AT  ONE  CHASE  MANHATTAN  PLAZA,  NEW  YORK,  NEW  YORK 
REGISTER  TO  ATTEND  AT:  WWW.SPRINGBOARD2000.ORG 


CRAIN'S  NEW  YORK  BUSINESS.  GOODWIN 
PROCTER  &  HOAR  LLP.  GREENBERG  TRAURIG.  I 
INTERLIANT.  NEW  YORK  BUSINESS  FORUMS 

 SONY  US  VENTURE  FUND,  U.S.  TRUST 

BROBECK,  PHLEGER  &  HARRISON, 
CHARTERHOUSE  GROUP,  GLOBAL  VENTURE 
NETWORK  COM,  HANDSPRING,  LAUNCH  CENTE 
RICHARDS  &  O'NEIL  LLP,  SPENCER  TRASK, 
VENTUREHIGHWAY.COM 


Only  the 


biggest  Dud 


in  show  business 


could  have 


a  tribute  at 


Carnegie  Hall. 


Dudley  Moore:  A  Man  for  All  Seasons  at  Carnegie  Hall  on  April  16th,  2001 


Join  us  in  honoring  Dudley  Moore  -  the  musician,  the  actor,  the  comedian,  the  philanthropist  and  the  birthday  boy.  On 


**|J!j  April  16th,  some  of  the  most  talented  and  respected  music  ians  and  celebrities  w  ill  perform  and  toast  Dudley  as  he  turns 
Pod  Proceeds  will  go  to  two  charities  -  Music  For  All  Seasons,  an  organization  that  takes  the  healing  power  of  music  into 
:-s  like  hospitals,  nursing  homes,  children's  facilities  and  rehabilitation  centers,  and  The  Dudley  Moore  Research  fund  for  PSP, 
Shed  to  find  a  cure  for  Progressiv  e  Supranuclear  Palsy.  So  join  us  for  a  good  time  and  a  good  cause.  For  concert  tickets,  call 

MUSIC  FOR  ALL  SEASONS  BENEFIT  SALUTE 

jieCharge  at  212-247-7800.  For  VIP  Benefit  tickets,  which  include  the  concert,  cocktails  and 


with  the  stars  at  the  Fssex  House,  call  Music  For  All  Seasons  at  908-322-6300.  WKVl 

DUDLEY  MOORE:  A  MAN  FOR  ALL  SEASONS 


Dnsored  by:     American  Airlines    CMG  Communications    Panasonic    The  Virgin  Group  of  Companies 


SOFT  CELL 

Milk,  bread ...  and  a  mobile 
phone?  Prepaid,  off-the-shelf 
wireless  plans  are  headed 
mainstream. 


BY  DOUG  DONOVAN 

ONE  OUT  OF  THREE  PEOPLE  WHO 
apply  for  a  wireless  plan  are  re- 
jected after  a  credit  check.  But  join 
the  mobile  society  they  must.  Which  is 
why  there  were  12  million  prepaid  wire- 
less subscribers  last  year — out  of  a  total 


105  million  cellular  Americans — up  from 
5  million  in  1 999.  There's  nothing  cheap 
about  these  plans:  Prepaid  airtime  costs 
between  40  cents  and  50  cents  a  minute, 
compared  with  under  30  cents  with  tra- 
ditional carriers. 

So  potentially  profitable  is  this  busi- 
ness that  even  Verizon  and  AT&T  offer 
prepaid  options.  The  biggest  "pure"  play- 
ers, basically  wireless  network  resellers, 
are  Shared  Technologies  Cellular  of 
Wethersfield,  Conn,  and  TracFone  Wire- 
less, a  subsidiary  of  Telefonos  de  Mexico. 
They  offer  the  phone  itself  as  a  loss 
leader;  the  real  money  is  in  airtime.  One 
newcomer  is  Equitel  of  Durham,  N.C., 


founded  by  Anthony  Cullen,  a  forr 
Duke  University  lacrosse  coach  who  r. 
suaded  a  New  York  City  hedge  func 
put  up  $8.4  million  in  April  1999.  "W 
still  a  long  way  from  being  cash  flow  p 
itive,"  he  says.  But  he  has  a  central  d; 
base  that  tracks  every  phone  of  his  10,' 
subscribers  and  lets  them  tap  extra  rr 
utes  from  a  new  card  with  a  two-d 
code  instead  of  a  long  string  of  numb 
Who  buys  these  plans?  Students  v> 
no  credit  history,  immigrants  who  pr< 
cash  over  credit  and  truckers  who  can  \ 
up  the  cell-phone/calling-card  packa 
at  gas  stations  and  convenience  stoi 
They're  all  Cullen's  kind  of  folks. 
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ooking  for  a  good  home  for  the  retirement  savings  plan  you've  left  behind? 
k  no  further  than  Vanguard.  We'll  make  it  simple  to  rollover  those  assets 
a  Vanguard  IRA,  provide  you  with  all  the  investment  choices  you 
d  want,  and  keep  our  expenses  prudently  low.  So,  who  says  you  can't 
it  with  you?  Call  1-800-523-8797  or  visit  THEVanguartfcROUR 
v.  vanguard.  com/?rollover.  www.vanguard.com 

Dre  complete  information  about  Vanguard  funds,  including  risks,  charges,  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  you 
or  send  money.  ©  2001  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


We  develop  innovative  pharmaceuticals  for  the  treatment  of  infections. 

So  that  nothing  is  as  contagious  as 


Warm  feelings  have  a  way  of  spreading.  Unfortunately,  so  does  disease.  Today  people 
are  increasingly  exposed  to  infections.  At  Aventis,  one  of  the  world's  leading  pharmaceutical  companies, 
we  offer  innovative  medicines  for  the  treatment  of  infections.  At  the  same  time,  our  scientists  are  using  their 
in-depth  know-how  and  the  latest  technologies  to  develop  new  treatments.  It  is  our  aim  to  protect  life. 
So  that  the  most  contagious  thing  people  have  to  face  is  laughter. 


Aventis.  Strasbourg  (France),  is  listed  on  the  stock  exchanges  in  Paris.  Frankfurt  and  New  York,  www.aventis  com 


TECHNOLOGY 


Healing  the  nervous  system's  fragile 
cuitry  may  require  something  more  t 
mere  drugs— like  a  shock  to  the  systk 

Rewi 


BY  ROBERT  LANGRETH 


Electrical  Healing 

Brain  stimulation  is  a  relatively 
new  way  of  treating  severe  men- 
tal and  neurological  illnesses  with 
devices  that  deliver  tiny  pulses  of 
electricity  to  the  brain. 

DEEP-BRAIN  STIMULATION 

Medtronic's  Activa  device  is  implanted 
in  the  chest  like  a  pacemaker,  with  leads 
threaded  deep  into  the  brain  during  major 
surgery.  It  is  approved  for  tremor,  with  ap- 

proval  expected  soon  for  Parkinson's  disease. 


VAGUS  STIMULATION 

Cyberonics'  nerve  stimulator  is  sim- 
ilar, but  wires  are  attached  to 

the  neck's  vagus  nerve,  a 
^         major  conduit  betwee 
the  brain  and  other 
H  %       internal  organs.  It 
approved  for 
epilepsy  and 
looks  promising 
for  depression. 


AURI  SANDOVAL  TRIED  MORE 
than  a  dozen  drugs  to  treat  the 
deep  depression  that  darkened 
most  of  her  adult  life.  None 
I  worked  for  long.  Unable  to 
i  steady  job,  the  42-year-old  New 
;o  resident  had  to  move  in  with 
other  two  years  ago.  Then  she  un- 
nt  surgery  to  implant  an  experi- 
il  device  that  treats  her  blues  by 
nitting  tiny  pulses  of  electricity  to 


that  precisely  targeting  zaps  of  barely 
noticeable  pulses  to  affected  areas  of 
the  brain  can  help  restore  some  nor- 
mal function  to  the  cerebral  circuitry. 

Cyberonics'  poker-chip-size  de- 
vice, implanted  in  the  chest  during 
surgery,  is  approved  for  treating  drug- 
resistant  epilepsy  and  has  moved  into 
final-stage  human  tests  for  the  far  big- 
ger market  of  drug-resistant  depres- 
sion. Medical  device  giant  Medtronic 


 MEDICINE 

office,  patients  wear  a  magnetic  device 
on  their  head  that  generates  gentle 
therapeutic  currents  in  parts  of  the 
brain  hit  by  depression  and  schizo- 
phrenia. It  is  being  tested  by  Neotonus 
of  Marietta,  Ga.,  and  others. 

This  new  field  is  "absolutely  explod- 
ing," says  Stanford  Miller,  a  Neotonus 
vice  president.  Adds  Cyberonics  Chief 
Executive  Robert  (Skip)  Cummins:  "It's 
a  gigantic  opportunity.  We  are  talking 


s  in  her  neck. 

•on,  this  mini-shock  ther- 
:arted  to  work.  Today  San- 
is  back  to  working  full 
as  a  personal  assistant  to  a 
wood  star,  and  she  regularly 
out  on  the  town  with 
Is.  "It's  incredible,"  she  says, 
i  actually  happy.  I've  never 
able  to  say  that  before." 
le  device  that  brought  her 
made  by  publicly  held  Cy- 
tics  in  Houston,  Tex.,  is  one 
new  generation  of  pace- 
r-style gadgets  that  use  mild 
'ical  jolts  to  treat  myriad 
al  and  neurological  illnesses. 
;  they  aren't  cures,  they  may 
:e  or  eliminate  symptoms  in 
;  cases,  offering  hope  to  mil- 
of  patients  who  get  no  relief 
drugs. 

he  brain,  much  like  a  mi- 
ocessor  inside  a  computer, 
electrical  current  to  communicate 
n  itself  and  with  other  parts  of 
iody.  When  that  fragile  circuitry 
awry,  it  can  play  a  role  in  disor- 
ranging  from  depression  to 
psy  to  Parkinson's  disease.  The 
;ings  of  these  natural  bioelectric 
;nts  are  just  beginning  to  reveal 
iselves.  Researchers  are  learning 


Cyberonics'  Skip  Cummins  hopes  to  make  the  blues  go  away. 

is  testing  a  related  technique  called 
deep-brain  stimulation,  in  which  elec- 
trodes from  a  device  in  the  chest  are 
surgically  threaded  several  inches  into 
the  brain  to  the  site  of  damage.  The 
method  is  approved  for  tremor  and 
could  win  clearance  for  Parkinson's 
disease  later  this  year.  A  third  method 
avoids  surgery  entirely:  At  a  doctor's 


about  some  of  the  largest  medical 
markets  in  the  world." 

Doctors  have  spent  decades 
using  drugs  to  tweak  aberrant 
brain  chemicals,  with  only  lim- 
ited success.  Of  6  million  Ameri- 
cans treated  for  depression,  more 
than  1  million  don't  respond  to 
drugs.  Among  the  nation's  2.5 
million  epileptics,  about  10% 
can't  be  helped  by  chemical  ther- 
apy. Drugs  for  Parkinson's  dis- 
ease often  work  initially,  but  their 
effectiveness  eventually  fades. 

Scientists  have  long  thought 
electricity  might  help,  but  until 
recently  they  have  been  unable  to 
precisely  target  particular  regions 
of  the  brain.  Electroshock  ther- 
apy, the  decades-old  treatment  of 
last  resort  for  depression,  indis- 
criminately blasts  the  entire  head 
to  induce  seizures  and  jar  pa- 
tients out  of  their  blues.  While  ef- 
fective, it  can  cause  severe  short-term 
memory  loss. 

The  new  techniques  are  to  shock 
therapy  what  laser-guided  rifles  are  to 
carpet-bombing — better  targeted  with 
less  collateral  damage.  Among  the  more 
promising  is  Cyberonics'  vagus  nerve 
stimulation  approach,  pioneered  by  Its 
cofounder,  Jacob  Zabara,  the  com- 
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pany's  scientific  founder  and  retired 
Temple  University  physiologist. 

The  vagus  nerve  links  the  brain  to 
major  internal  organs  such  as  the  heart, 
lungs  and  stomach.  Until  recently  re- 
searchers thought  that  it  was  mainly  a 
one-way  conduit,  sending  messages 
from  the  brain  to  the  body.  Zabara  real- 
ized the  one-way  theory  might  be 
wrong  while  watching  his  wife  use 
breathing  techniques  to  control  her 
labor  pains  during  the  birth  of  their 
first  child  in  1971.  He  theorized  the 
pain-dulling  effect  also  owed  to  feed- 
back from  the  lungs  back  up  through 
the  vagus  nerve  to  the  brain.  Zabara 
also  wondered  if  the  vagus  might  help 
regulate  other  brain  functions,  such  as 
nausea  or  seizures. 

Over  the  years  he  slowly  built  evi- 
dence to  support  his  radical  new  theory, 
working  first  with  lab  animals  and  then 
inducing  seizures  in  dogs.  But  doctors 
"laughed  at  me"  when  he  suggested 
doing  human  tests,  he  says.  For  years  sci- 
entific journals  refused  to  publish  his  re- 
sults. Eventually  he  joined  several  engi- 
neers at  pacemaker  company  Inter- 
medics  (now  Guidant),  and  in  1 987  they 
started  Cyberonics.  Cummins,  one  of 
the  original  venture  backers,  signed  on 
as  chief  executive  six  years  ago. 

Human  trials  in  treating  epilepsy 
took  much  longer  than  expected,  but 
the  gadget  won  approval  in  1997,  after 


4 


Neotonus'  magnetic  stimulator  requires  no  surgery 
and  could  gain  approval  for  depression  this  year. 


sales.  In  the  epilepsy  trials  some  patients 
didn't  see  any  reduction  in  seizures — 
yet  they  reported  feeling  happier, 
nonetheless.  That  made  Cyberonics  ask 
whether  the  device  might  help  depres- 
sion. It  approached  psychiatrist  and 
neurologist  Mark  George  at  the  Medical 
University  of  South  Carolina,  who 
looked  at  brain  scans  of  patients  with 
the  device.  He  found  the  device  altered 
activity  in  regions  of  the  brain  involved 
in  mood  and  believed  it  would  affect  de- 


BRAIN  STIMULATION  WAS  SO  RADICAL  AN  IDEA  THAT 
DOCTORS  LAUGHED  AT  JACOB  ZABARA  FOR  YEARS. 


trials  on  310  patients  found  it  reduced 
the  frequency  of  seizures  23%  after 
three  months.  Surprisingly,  the  effec- 
tiveness of  the  device,  named  the  Neu- 
rocybernetic Prosthesis,  actually  im- 
proves over  time,  unlike  drugs,  whose 
power  often  wanes.  After  two  years  on 
the  device  the  typical  patient  experi- 
ences a  44%  decline  in  seizures.  Sales  of 
the  $11,000  device  are  now  about  $60 
million  and  growing  steadily. 

But  Cummins  plans  to  push  far  be- 
yond the  epilepsy  market,  which 
promises  up  to  $200  million  in  annual 


pression — but  he  didn't  know  whether 
it  would  make  patients  better  or  worse. 

In  1998  Mark  George  and  John  Rush 
of  University  of  Texas  Southwestern  Med- 
ical Center  in  Dallas  tested  the  Cyberon- 
ics device  on  30  severely  depressed  pa- 
tients (including  Ms.  Sandoval)  who  had 
remained  depressed  for  an  average  of  ten 
years  despite  numerous  drug  treatments. 
A  surprising  40%  had  symptoms  cut  in 
half  within  three  months,  and  52%  had 
improved  after  nine  months.  The  main 
side  effect:  hoarseness  in  the  voice  when 
the  current  comes  on,  pulsing  for  30  sec- 


onds once  every  five  minutes  < 
While  tantalizing,  the  pre 
inary  result  must  now  be  < 
firmed  in  a  much  larger  < 
trolled  study  of  200  patients, 
trial  is  under  way  and  should 
ish  early  next  year.  If  successl 
claim  for  treating  depres 
could  easily  bring  in  several  1 
dred  million  in  annual  sales, 
beronics  also  is  exploring  o 
uses,  including  Alzheimer's 
ease  and  anxiety  disorders. 

The  most  surprising  pos; 
ity,  being  tested  by  surg 
Mitchell  Roslin  of  Lenox 
Hospital  in  New  York  City,  i 
obesity.  Numerous  lab  stu 
suggest  the  vagus  nerve  is  a 
conduit  for  the  stomach  to 
the  brain  when  it  is  satiated 
connecting  leads  from  Cyber 
ics'  nerve  stimulator  to  ext 
sions  of  the  vagus  nerve  near  the  stc 
ach,  Roslin  hopes  to  amplify  the 
full"  signal  in  obese  patients,  so  t 
stop  overeating. 

But  the  vagus  nerve  doesn't  tai 
all  areas  of  the  brain,  so  some  se\ 
disorders,  such  as  advanced  Park 
son  s,  may  require  Medtronic's  m 
invasive     deep-brain  stimulat 
method.  In  clinical  tests,  75%  of 
Parkinson's  patients  who  had 
planted  Medtronic's  Activa  repor 
better  motor  function  a  y 
later,  including  reduced  st 
ness  and  less  shaking.  It  n 
also  help  severe  cases 
_ ammmmm  epilepsy,  obsessive-compuh 
disorder  and  depression. 
Last  fall  Medtronic  made  a  $489  n 
lion  bid  for  Cyberonics,  which  spurr 
the  offer;  the  smaller  firm's  stock  n 
trades  at  about  $20  for  a  market  va 
of  S385  million.  Medtronic  backed  ( 
but  it  could  try  yet  again.  Cummins  s. 
the  offer  was  insultingly  low,  given  1 
raft  of  possible  uses  for  Cyberoni 
technology.  "Brain  stimulation  will 
to  the  next  10  years  what  cardiac  pai 
makers  were  to  the  last  40,"  he  predk 
If  he  doesn't  prove  that  assertion  soc 
his  company  may  not  remain  indepe 
dent  for  very  long. 
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A  business  needs  to  be  connected. 
In  every  way. The  Sharp  Digital 
Imager  series  copier/printers  are 
seamless,  state-of-the-art  document 
management  solutions  that  can 
connect  you  to  tomorrow.  Connect 
with  Sharp-engineered  document 
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Mr.  and  Mrs.  Network 

Serial  entrepreneurs  Judy  Estrin  and  Bill  Carrico  influenced 
how  computers  link  up.  Now  they  hope  to  make  those  links 
even  more  pervasive,  secure  and  tetherless. 


BY  QUENTIN  HARDY 

IN  TWO  DECADES  OF  BUILDING  COMP- 
anies,  Judith  Estrin  and  William  Car- 
rico have  seen  simple  technologies 
such  as  Ethernet  and  Internet  Protocol 
spur  billions  in  new  market  value.  Now 
the  pioneers  aim  to  profit  from  the  lat- 
est iteration  of  a  pervasive  technology. 

They  hope  to  ride  a  networking 
standard  called  802.1 1,  or  Wi-Fi  (short 
for  wireless  fidelity),  which  easily  con- 
verts wired  office  networks  into  wire- 
less webs  running  at  up  to  11  megabits 


per  second.  With  little  notice,  802.1 1  is 
already  available  at  millions  of  sites, 
growing  in  office  networks  in  the  ad 
hoc  way  that  Napster  did  in  computers 
last  year.  (See  Dvorak  column,  p.  170. ) 

Wi-Fi  is  based  on  the  ubiquitous 
networking  scheme  called  Eth- 
ernet, which  Estrin,  46,  worked 
on  in  the  1 970s,  when  she  met 
Carrico,  who  is  now  51.  The 
pair,  married  14  years,  started 
their  first  network  company, 
Bridge  Communications,  in 


What's  left  to 
do  after  you've 
tinkered  there 
and  innovated 
that?  Estrin 
and  Carrico  at 
Packet  Design 
are  at  it  again. 


1981  and  sold  it  to  3Com  in  1987 
$200  million.  A  year  later  they  hel] 
launch  another  firm,  Network  Comp 
ing  Devices.  An  initial  success,  it 
since  lost  most  of  its  value.  Their  th 
company,  Precept  Software,  which 
fered  tools  for  moving  data  around 
the  Internet,  was  sold  to  Cisco  for 
million  in  1998.  Estrin,  number  64 
the  Forbes.com  Midas  List  of  dealm 
ers,  became  Cisco's  chief  technology 
ficer  for  two  years,  overseeing  3 1  acq 
sitions  worth  a  total  of  SI  8  billion. 
Itching  to  get  back  to  startups, 
bailed  from  Cisco  last  April  a 
joined  Carrico  to  form  Pac 
Design.  Based  in  Palo  Alto 
was  funded  with  S24  milli 
from  their  own  stash  and  soi 
from  ex-Netscape  chief  J: 
Barksdale  and  Sun  cofounc 


ay.  Packet  Design  was  set  up  to 
i  on  Wi-Fi  and  other  basic  net- 
ing  issues,  while  avoiding  big- 
>any  hassles  such  as  having  to 
:ograph  quarterly  earnings, 
icket  brings  together  university 
tists  and  commercial  engineers, 
ding  Cisco's  former  chief  scien- 

0  work  on  turning  theoretical 
ices  into  products.  Early  work 
w  underway  on  software  for 
less  security  and  for  making 
al  switches  smarter  and  faster. 
>lan  is  to  sell  these  technologies 
ger  companies  or  spin  out  new 
.  Designers  profit  on  any  po- 

1  equity  but  steer  clear  of  dead- 
ressures. 

itrin  and  Carrico  are  drawn  to 
i  because  of  its  ties  to  Ethernet 
ology.  Like  Ethernet,  Wi-Fi  is 
)le,  elegant  and  low  cost.  You 
»ut  it  in  without  bringing  in 
information-technology  de- 
lent,"  says  Estrin. 
i-Fi  transmitters,  or  nodes, 
lg  about  $900,  can  convert  a 
irate  local  area  network  into  a 
ble  feast  of  data.  Users  with  a 
radio  card  in  their  laptops  can 
>  the  Internet  from  anywhere 
i  range.  It  is  already  in  use  at 
J  airports  and  hotel  chains.  Last 
here  were  some  500,000  access 
5  around  the  U.S.,  according  to 
ers  In-Stat.  This  year  should 
with  about  1.4  million, 
t  Wi-Fi's  virus-like  growth  also 
:s  problems.  Ubiquity  causes 
;stion,  which  must  be  eased 
[y  by  installing  more  nodes, 
troubling  are  security  issues, 
most  safeguards  work  in  a  dif- 
:  layer  of  a  network  than  the 
hauling  Ethernet  layer  of 
1.  Packet  Design's  engineers 
o  infuse  new  software  into  this 
)f  the  network  in  six  months, 
ice  security  is  licked,  commu- 
1-Fi  microcells  will  take  over 
of  the  wireless  Internet  func- 
that  phone  companies  hope  to 
Carrico  says.  "They're  up 
st  Ethernet — and  Ethernet  al- 
vins."  r 


Philippe 
Pouletty's  drug 
pipeline  offers 
hope  for 
I  addicts  when 
moderation  is 
not  an  option. 


Drug  Warrior 

Addiction  is  a  huge  market,  if  only  drugmakers  would  wake 
up  and  tackle  it.  One  biotech  company  is  giving  it  a  shot. 


BY  ZINA  M0UKHEIBER 

WHEN  IMMUNOLOGIST  PHILIPPE 
Pouletty  was  a  resident  at  a 
hospital  emergency  room  in 
Paris  in  the  early  1980s,  he  was  struck 
by  the  fact  that,  although  20%  of  pa- 
tients admitted  were  drunks  or  drug 
addicts,  doctors  had  no  adequate  treat- 
ment for  them.  Occasionally  he  would 
quiz  drug  industry  executives  on  the 
problem:  "Tell  me  which  disease  has  30 
million  chronic  patients  worldwide  and 
costs  1%  to  3%  of  the  U.S.  gross  na- 
tional product." 

"No  one  guessed  addiction," 
Pouietty  says.  He  decided  to  do  some- 
thing about  it.  In  1994  Pouletty  formed 
his  third  biotech  startup  and  named  it 


DrugAbuse  Sciences,  basing  it  in  Paris 
and  Los  Altos,  Calif,  and  devoting  it 
solely  to  developing  treatments  for  al- 
cohol and  drug  addiction.  Pouletty,  42, 
now  has  six  drugs  in  the  pipeline,  two 
of  them  in  late-stage  human  trials — 
one  for  drunks  and  heroin  addicts,  the 
other  for  cocaine  abusers.  DAS  has  no 
revenue  yet,  paying  its  25  scientists 
from  the  $30  million  it  has  raised  from 
ABN  Amro,  Edmond  de  Rothschild 
Asset  Management  and  other  investors. 

But  most  drug  companies  continue 
to  shun  addiction.  Except  for  pockets 
of  research  in  academia,  drug  compa  - 
nies have  devoted  almost  no  funding 
to  searching  for  cures  for  drug  ana  al- 
cohol addiction.  Most  of  their  efforts 
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target  the  $15  billion  market  for 
patches,  gurns  and  pills  to  get  smokers 
off  nicotine,  leaving  the  rough  stuff 
overlooked.  "It  falls  at  the  top  of 
unmet  medical  needs,"  says  Peter  Suz- 
dak,  research  chief  at  Guilford  Phar- 
maceuticals, which  specializes  in  drugs 
for  brain  disorders  such  as  Alzheimer's 
and  Parkinson's. 

Drug  and  alcohol  abuse  costs  the 
U.S.  economy  $300  billion  in  medical 
bills  and  lost  productivity,  according  to 
federal  government  estimates.  Some  14 

Kicking  the  Habit 


dropout  rate  ranges  from  15%  to  50%, 
compared  with  3%  to  4%  for  cancer 
and  cardiovascular  trials.  Addiction 
carries  a  potent  social  stigma,  too. 
Treating  crackheads  doesn't  quite  fit 
the  wholesome  image  pharmaceutical 
companies  want  to  project. 

Most  past  efforts  have  been  inciden- 
tal and  have  been  abandoned  at  the  ear- 
liest sign  of  failure.  In  1996  Guilford 
came  up  with  a  compound  that  suc- 
cessfully blocked  cocaine  from  binding 
with  the  brain's  dopamine  trans- 


Only  a  handful  of  anti-addiction  drugs  are  slated  to  come  to  market  soon. 

Drug 

Application 

Owner 

Status 

Subutex 

Heroin  addiction 

Developed  by  Reckitt  Benckiser; 
marketed  by  Schering-Plough. 

Waiting  for  FDA  approval 

Campral 

Alcohol  addiction 

Merck  KG  a  A 

Filing  for  FDA  approval 

Naltrel 

Alcohol  addiction 

DrugAbuse  Sciences 

Late-stage  clinical  trials 

TA-CD 

Cocaine  addiction 

Cantab  Pharmaceuticals 

Mid-stage  clinical  trials 

million  Americans  are  hooked  on  drugs 
and  booze,  outnumbering  8  million 
cancer  patients  almost  2-to-l  and 
schizophrenia  patients  7-to-l.  Eli  Lilly's 
schizophrenia  drug,  Zyprexa,  pulled  in 
$2  billion  in  sales  last  year,  yet  sales  of 
anti-addiction  drugs  amount  to  a  mere 
$170  million  a  year,  chiefly  from  nal- 
trexone, for  heroin  and  alcohol, 
buprenorphine,  for  heroin,  and  acam- 
prosate,  for  alcohol. 

Yet  the  mechanics  of  addiction  are 
more  or  less  well  understood.  "We're 
further  along  in  addiction  than  depres- 
sion and  schizophrenia," 
says  David  Self,  a  neurosci- 
entist  at  the  University  of 
Texas  Southwestern. 

To  Pouletty,  the  indus- 
try's apathy  recalls  its  at- 
titude toward  depression  drugs  in  the 
1980s,  when  marketers  believed  the 
market  would  amount  to  no  more 
than  $200  million  per  year.  Prozac's 
release  in  1988  stunned  the  skeptics 
and  ignited  a  frenzy  for  feel-better 
pills;  that  market  now  tops  $10  billion 
in  annual  sales. 

Treating  addiction  through  medica- 
tion, though,  presents  a  tougher  set  of 
challenges.  Getting  junkies  to  cooperate 
with  clinical  trials  can  be  tricky.  The 


porters,  but  it  didn't  stop  the  cravings. 
The  company  ended  up  scrapping  its 
research. 

In  the  same  year  Abbott  Laborato- 
ries had  hopes  that  an  experimental 
Parkinson's  drug,  ABT  43 1 ,  could  sta- 
bilize levels  of  dopamine  in  coke  ad- 
dicts. By  raising  depleted  levels  of 
dopamine,  a  feel-good  molecule  re- 
leased in  moments  of  pleasure,  Abbott 
hoped  to  fend  off  the  craving  for  co- 
caine. But  the  company  struggled  with 
formulations.  When  it  scrapped  its 
Parkinson's  program,  out  went  the  co- 


those  hurdles,  is  working  with 
naltrexone  and  Abbott's  Parkins 
compound.  To  get  around  the  p 
lem  of  addicts  failing  to  follow  a  < 
regimen,  DrugAbuse  Sciences  is 
veloping  a  controlled-release  ver 
of  naltrexone  that  requires  on 
monthly  injection.  Naltrel,  as 
known,  is  in  the  last  phase  of  hui 
trials.  So  far  one  injection  elimin 
the  highs  experienced  by  a  grou 
15  heroin  users  for  six  weeks.  And 
company  hopes  to  improve  the 
sorption  (and  impact)  of  Abb< 
431  compound  by  developing  it  a 
inhaler. 

DrugAbuse  Sciences  also  is  wc 
ing  on  a  cocaine  vaccine,  licen 
from  the  Scripps  Research  Instit 
Scripps  scientists  used  lab  rats 
prove  that  the  body's  immune  sysl 
can  be  prompted  into  destroying 
caine  molecules  before  they  en 
from  the  blood  into  the  brain, 
vaccine  is  made  from  cocaine  that 
been  chemically  rendered  inac 
and  attached  to  a  bulky  protein 
tracted  from  crabs.  Pouletty's  goa 
to  begin  human  trials  by  year-end 
similar  vaccine  from  Cantab  Ph 
maceuticals  in  the  U.K.  is  in  midst; 
human  testing. 

Pouletty  is  pursuing  some  origi 
research,  as  well.  This  year  he  will  st 
enrolling  6,000  alcoholics  in  seven  E 
ropean  countries  in  an  ambitio 
project  to  sequence  150  genes  in  t 


DRUG  FIRMS  HAVE  DEVOTED  ALMOST  NO  FUNDS  TO 
RESEARCHING  CURES  FOR  DRUG  AND  ALCOHOL  ADDICTI0I 


caine  experiments. 

DuPont  markets  a  treatment  for  al- 
cohol and  heroin,  naltrexone,  which 
blocks  the  brain  receptors  involved  in 
producing  the  highs  from  those  sub- 
stances, but  it  has  been  a  major  disap- 
pointment. Patients  forget  to  take  their 
daily  tablet,  so  doctors  don't  widely 
prescribe  it.  Total  naltrexone  sales  are  a 
mere  $30  million,  despite  the  fact  that 
major  insurers  often  cover  it. 

Pouletty,  aiming  to  overcome 


brain.  By  comparing  genes  of  ale 
holies  with  those  who  are  nc 
Pouletty  hopes  to  pinpoint  any  g 
netic  anomalies  that  may  make  su: 
able  drug  targets. 

One  blockbuster  from  Poulet 
would  likely  set  off  a  wave  of  anti-a 
diction  drug  development.  But  even  ] 
knows  that  all  the  medicine  in  tl 
world  can't  offer  a  panacea  for  addic 
iHtimately  they  have  to  choose  sobrie 
on  their  own. 
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Protect 


I    have    the    Power  to  Compete 


ur  network  is  our  business,  so  I  can't  take  a  chance  that 
ir  information  isn't  protected  around  the  clock.  When  the 
ikes  are  this  high,  I  rely  on  the  security  management 
Lder  thousands  of  companies  trust:  Internet  Security 
stems.  As  security  pioneers,  their  experts  help  me 
termine  the  right  mix  of  products  and  outsourced 
■vices.  Now  I  focus  on  our  strategic  e-business  goals, 
nfident  I  have  the  best  security  for  my  networks,  servers 
plications  and  desktops.  There's  no  question  Internet 
curity  Systems  gives  me  a  competitive  advantage  by 
Iping  protect  against  financial  loss  and  legal  liability, 
leir  power  to  protect  gives  us  the  power  to  compete. 

power  your  network  with  security  management 
im  Internet  Security  Systems  visit  www.iss.net  or 
1  1-800-776-2362. 


Dnnei 


© 

Internet 
Security 
Systems 


i  n 


WorldCom  Security  Specialist 


favorite  expression: 

noitrespassing 


orite  technology: 

^Tfua^rivatene 


>hris  Wireman  lives  by  the  code,  "better  safe  than  sorry,"  So  it  probably  comes  as  no 
)rise  that  he  installs  WorldCom's  IP  VPN  Services  all  over  the  world, 
he  fact  is,  no  other  single  company  can  provide  better  reach  and  performance  than 
IdCom™  We  own  and  operate  one  of  the  world's  largest  IP  infrastructures.  Which  lets 
}ive  our  customers  the  reach  and  efficiency  of  a  public  network  with  the  performance 
security  of  a  private  network. 

lot. that  size  is  everything.  Because  we  also  employ  the  kind  of  encryption  and  identity 
ication  technologies  that  make  your  data  virtually  hacker-proof. 
\/ant  to  know  more  about  Chris's  favorite  technology?   -  .-.<■ 
>on't  worry.  It's  not  a  secret...  Just  visit  us  at  www.worldcom.com  , 


generation 
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Digital  Spin  By  John  C.  Dvorak 


Wireless  Whale 


JUST  WHEN  YOU  THOUGHT  THE  WORDS  "FREE"  AND 
"Internet"  had  worn  out  their  welcome,  along 
comes  the  movement  to  offer  free  wireless  Internet 
access  in  public  spaces.  Stanford  students  can  log  on 
from  their  laptops  anywhere  in  the  main  building 
of  the  law  school.  Austin,  Tex.-based  Wayport  offers  free  ac- 
cess at  150  hotels  and  three  airports,  including  Dallas-Fort 
Worth.  Microsoft  and  Starbucks  have  even  linked  up  to  make 
the  coffee  chain  wireless  and  Webby. 

The  idea  is  moving  outdoors,  too.  With  the  same  fervor 
that  rallied  the  open-source  free  software  movement,  mem- 
bers of  groups  such  as  Seattle  Wireless,  SFLan  in  San  Fran- 
cisco and  Consume.net  in  London  are  bolting  radio  anten- 
nas to  their  roofs  and  broadcasting  a  shared  invisible 
connection  to  friends  down  the  block. 

The  spread  of  wireless  networking  is  fueled  by  cheap  (as 
in  $100)  PC  cards — sold  by  Lucent,  Cisco,  3Com  and  oth- 
ers— that  operate  on  the  open  standard  known  as  802.1  lb  or 
Wi-Fi,  short  for  wireless  fidelity.  Cahners  InStat  estimates  that 
9.5  million  Wi-Fi  radios  will  be  in  use  by  year-end.  Antennas 
that  talk  to  these  cards  can  be  had  for  as  little  as  $900.  Data 
speeds  on  these  wireless  local  networks  can  reach  1 1  megabits 
per  second,  about  the  same  as  wired  Ethernet  and  200  times 
the  speed  of  a  dial-up  modem.  Your  actual  download  speed 
from  the  Web  still  depends  on  your  Internet  service  provider. 

Surfing  the  Web  from  a  park  in  downtown  San  Francisco 
or  from  Gate  17  at  Dallas-Fort  Worth  seems  dandy,  but  a  few 
problems  mar  these  pictures.  The  two  biggest  are  security  and 
a  huge  congestion  potential.  A  group  of  computer  scientists  at 
the  University  of  California  at  Berkeley  recently  discovered 
serious  flaws  in  the  privacy  algorithms  used  by  Wi-Fi  radios. 
Such  networks  can  be  hacked  with  cheap,  off-the-shelf  gear. 

Congestion  is  inevitable  because  Wi-Fi  uses  the  same  un- 
regulated 2.6  gigahertz  frequency  as  microwave  ovens,  cord- 
less phones  and  the  upcoming  Bluetooth  networking  stan- 
dard, which  lets  phones,  PCs  and  vending  machines  talk  to 
one  another.  If  local  wireless  networks  proliferate  as  expected, 
the  traffic  will  generate  so  much  noise  that  nobody  will  be 
able  to  get  a  clear  signal,  especially  in  cities  that  already  have 
thousands  of  transmitters  in  offices  and  homes.  The  same 
thing  happened  to  CB  radio  in  the  1970s — freely  available  and 
fun  at  first,  then  impossible  to  use  once  the  masses  joined  in. 

The  notion  that  the  wireless  Internet  should  be  free  is 
noble,  but  it's  also  doomed  to  failure.  Benjamin  Gross,  a  com- 
puter science  scholar  at  UC  Berkeley,  says  that  idealism  is  al- 


ready out  of  control  as 
media  boost  "free  aco 
projects,  such  as  SFLan  w 
no  such  possibilities  exi 
"This  equipment  costs  moi 
Access  costs  money.  It's  h 
to  maintain.  How  does 
add  up  to  free?"  asks  Gross 
Firms  such  as  Wayp 
and  Palo  Alto,  Calif.-ba 
Airwave  have  already  sta 
out  ideal  locations  for  bi 
ness  travelers  and  cas 
surfers.  They  use  free-t 
come-ons  now,  but  eventu. 
they  will  have  to  start  bil 
customers.  Airwave,  which 
tends  to  install  wireless  hi 
in  restaurants  and  other  p 
lie  sites,  plans  to  charge  us 
$10  a  month  or  $1.99  per  cc 
nection  once  its  trial  ends. 

If  the  free  wireless  Web 
to  take  root  anywhere,  t 
most  likely  place  will  be  oul 
the  sticks.  Rural  areas  have  I 
radio  congestion  and  a  more  acute  shortage  of  high-speed 
frastructure.  A  big  proponent  of  open  access  in  rural  area: 
David  Hughes,  a  famous  community  activist  and  compu 
maven  from  the  days  of  the  emerging  bulletin-board  scene 
the  late  1970s.  The  metropolitan  areas  don't  need  a  wirel 
network — they  have  enough  wires  already,  says  Hughes,  7i 
"Wireless  is  for  Cut  and  Shoot,  Tex,,  where  they  can't  $ 
a  digital  subscriber  line,"  says  Hughes.  "They  can  network  t 
whole  place  with  a  high-speed  wireless  network" 

To  prove  such  a  plan  can  work,  Hughes  has  lashed  t 
gether  an  elaborate  network  in  the  Old  Colorado  City  histo: 
section  of  Colorado  Springs.  Using  off-the-shelf  gear,  he  h 
the  whole  town  wired  without  wires.  "Wireless  is  a  hu 
whale  floating  just  beneath  the  surface,"  Hughes  says.  "/ 
people  are  seeing  is  the  fin.  But  one  day  it's  going  to  breac 
and  everyone  is  going  to  be  surprised  at  the  size  of  it." 

Maybe  so,  but  if  the  FCC  doesn't  apportion  more  unde 
utilized  spectrum  to  the  wireless  folks,  it's  going  to  be  a  b 
whale  stuck  in  a  wading  pool. 


The  notion  of  a  free 
wireless  Internet  is 
noble,  but  if  s  also 
doomed  to  failure. 
Equipment,  access 
and  maintenance  all 
cost  money. 


John  C  Dvorak,  colwm  sr  and  author,  is  host  of  Silicon  Spin,  a  daily  TV  show  onZDTV. 

Find  past  columns  at  www.foi  bes.com/dvorak  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you 

there  instantly. 
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Digital  Tools  By  Stephen  Manes 


Home  Invasion 


BILL  GATES  AND  INTEL'S  CRAIG  BARRETT  PUBLICLY 
sing  the  praises  of  "the  extended  PC."  The  self-styled 
visionary  Steve  Jobs  rhapsodizes  about  "the  digital 
hub  of  our  new  emerging  digital  lifestyle."  The  idea 
is  that  the  lowly  PC  can  serve  as  the  virtual  cerebel- 
lum of  the  house,  moving  data  to  and  from  the  Net,  storing 
and  managing  it  locally  and  transferring  it  to  devices  that  keep 
track  of  schedules  or  play  music.  But  just  how  far  can  the  PC's 
electronic  tentacles  extend  before  they  are  stretched  too  thin? 

One  much-touted  role  is  in  home  surveillance  and  secu- 
rity, complete  with  cameras  and  sensors  that  connect  to  the 
PC  and  software  that  can  transmit  alarms  and  messages  via 
phone,  pager  or  e-mail.  Extend  that  concept  and  you  can 
control  the  sensors  remotely  via  the  Web.  But  do  you  really 
want  to  entrust  your  home's  security  to  a  machine  that  may 
crash  once  a  day  or  every  couple  of  hours? 

Cheap  Webcams  already  come  with  basic  software  that 
can  detect  motion  by  comparing  successive  images  and  send 
snapshots  via  e-mail  if  a  cat  or  a  cat  burglar  wanders  into 
the  frame.  Wonder  what  the  kids  are  up  to  while  you're 
working  late?  Let  the  cam  post  live  images  to  a  Web  page. 
Rudimentary,  but  it  may  be  enough  for  simple  situations. 

A  new  system  called  Xanboo  offers  the  most  integrated 
do-it-yourself  option  yet.  For  $180  it  comes  with  a  system 
controller  that  hooks  up  to  a  PC's  USB  port,  as  well  as  to  a 
camera  and  infrared  motion  sensor  tethered  to  an  unsightly 
60-foot  cable.  Wireless  options  now  available  include  an  AC- 
powered  acoustic  sensor  for  registering  things  like  breaking 
glass,  a  battery-operated  door/window  intrusion  sensor  and 

water   sensors   to  detect   

flooded  basements  or  leaky 
roofs,  all  at  $25  each.  More  are 
on  the  way,  including  a  wire- 
less camera  and  a  remote- 
controlled  thermostat. 

Xanboo's  edge  is  its  Web 
site,  which  will  cost  $10  a 
month  for  a  one-year  sub- 
scription. I  tested  it  in  an  un- 
finished incarnation.  It  stores 
images  from  the  camera  and 
notices  from  the  sensors  and 
displays  them  via  any 
browser.  The  site  also  lets  you 
control  some  camera  and 


Do  you  really  want 
to  entrust  your 
home's  security  to  a 
machine  that  may 
crash  once  a  day? 


sensor  settings  and  vievi 
images — if  the  softwai 
connected  to  the  Interne 
always-on  connection  is 
absolutely  necessary,  but 
good  idea.  Although  a  die 
modem  will  work,  its  gl. 
pace  makes  the  Webcam 
ture  hopeless. 

The  software  can  be 
zling  to  operate,  crashes  o 
sionally  and  can  easily 
you  dozens  of  spuriou 
mails  or  pages  if  you  misc 
figure  it.  For  some  dumb 
son  Xanboo  cannot  arn 
sensors  or  even  go  online 
tomatically  when  it  st£ 
That  makes  it  useless  aft 
power  outage — even  if 
remember  to  set  up  the  P< 
that  it  can  reboot  with 
one  around  to  enter  a  password. 

If  you  forget  to  disable  the  computer's  sleep  mode,  y 
PC  watchdog  will  soon  be  as  fearsome  as  the  Pets.com  s 
puppet.  When  the  machine  freezes,  your  security  does,  1 
Travel  out  of  cell-phone  range  and  away  from  e-mail, 
you  can  miss  a  key  message.  Clever  thieves  may  make 
with  the  computer  before  it  can  send  alarms.  And  so  far  th 
is  no  provision  for  setting  off  internal 
external  bells,  whisdes  or  sirens  that  mi 
wake  the  neighbors  or  scare  an  intruder 
to  easier  pickings. 

Conclusion:  A  system  as  fragile  as  thi 
probably  not  what  you  want  to  depend 
for  serious  security.  Traditional  alarm 
stallers  are  not  likely  to  be  quaking  in  th 
boots  at  this  kind  of  competition. 

The  extended  PC  already  exists  ir 
small  way:  as  a  high-powered  peripheral 
the  MP3  players  and  digital  cameras  of  t 
world.  But  given  the  unreliability  of  ci 
rent  software  and  hardware,  a  PC  di 
gooned  into  security  work  is  likely  to  ft* 
itself,  well  . . .  overextended. 


Stephen  Manes  (steve@cranky.wm)  is  the  cohost  o/Digital  Duo,  a  weekly  public  television  series.  Find  past  columns 
at  www.forbes.com/Manes  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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Automotive 

/a, 

Acura 

1  -800-TO-ACURA 
www.acura.com 

American  Century 
investments 

1-877-44-AMCEN 
www.americancentury.com 

1 .  American  Honda  Motor 
Company 

1-800-33-HONDA 
wv.'w.honda.com 

2.  Lincoln  Mercury 

www.  lincolnvehicles.com 

3.  Toycta  Motor  Sales  USA 

www.toyotausa.com 

Business  to  Business 

4.  JD  Edwards 

www.jdedwards.com 

Computer/Technology 

5.  ViewSonic  Corp. 

www.viewsonic.com 

6.  WRQ  Inc. 

www.wrq.com 

Consulting  Services 


Accenture 


www.accenture.com 

Financial  Services 

/a, 

U  Charles  Schwab 

www.schwab.com 

7.  Datek  Online 

1-877-88DATEK 
www.datek.com 

8.  TIAA-CREF 

www.tiaa-cref.rog 


Information 
Technology 

T  Hitachi  Data  Systems 

www.hitachidatasystems.com 

Real  Estate 

9.  KRI  Palmilla  Real  Estate 

www.palmillaliving.com 
1-(949)-833-3025ext.  313 

Software 

Microsoft  Windows 

www.microsoft.com 

^  Peoplesoft 

www.peoplesoft.com 

Siebel  Systems 

www.siebel.com 

^  Sybase 

www.sybase.com 

Travel 

10.  Asian  Affair  Holidays 
(Singapore  Air) 

1-(310)-563-6970  ext.  10. 
www.singaporeair.com/americas 

Business  Classified 

11.  Capital  Asset 
Management 

www.assetprotection.com 
1-800-710-0002 

12.  Delaware  Business  Inc. 

www.e-  incorporate.com 
1-800-423-2993 

13.  Equilio 

1-800-203-8119 
www.equilio.com 

14.  Publishers  Guild 

1-800-675-6144 


^    Steven  Sears 
CPA/Attorney. 

1-714-544-0622 
www.searsatty.com 

Value  Line 

www.vaiueline.com 

15.  Worldwide  Business 
Consultants 

1-800-733-2191 

16.  Kaplan  College 

www.kaplancollege.edu/fp 

17.  The  Loan 
Consultants,  Inc. 

www.loanconsultants.com 

18.  Moran  Yacht 
and  Ship,  Inc. 

www.moranyachts.com 

19.  Great  Western  Business 
Services  Inc. 

1-800-999-SALE 
www.gwbs.com 

20.  Valef  Yachts  Ltd. 

www.valefyachts.com 

e-Government 

w/r3  EDS  Corporation 

www.eds.com 

21.  Manugistics 

www.manugistics.com 

22.  Siebel  Systems 

www.siebel.com 

IRA  Planning  Guide 

23.  Dreyfus 

www.dreyfus.com 

24.  Fidelity 
www.fidelity.com 

25.  Franklin  Templeton 
www.franklintempleton.com 

26.  Principal 
www.principal.com 

27.  TIAA-CREF 
www.tiaa-cref.rog 
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MONEY&INVESTING 


Cable  Link 


Telecommunications  stocks  lie  in  ruins.  Which  ones  will  rise 
again?  Andrew  Sukawaty,  Sprint  PCS'  former  chief,  says  go  for 
broadband  cable  and  cell  phones.  And  beware  the  rest. 


BY  SCOTT  WOOLLEY 

AMERICAN  INVESTORS  ARE 
sour  on  telecommunications 
in  general  and  the  future  of 
the  industry's  ancient  titans 
in  particular.  They  need  to 
get  out  more,  says  Andrew  Sukawaty, 
telecom  grandee  turned  investor. 

Since  departing  in  mid-2000  from 
Kansas  City,  where  he  ran  Sprint  PCS, 
Sukawaty  has  watched  from  his  Lon- 
don office  as  the  U.S.  telecom  market 
imploded.  Although  battered  telecom 
stocks  have  recovered  somewhat  in 
early  2001,  they're  still  down  from  last 
year:  The  Amex  North  American 
Telecommunications  Index  is  off  20% 
from  Jan.  1,  2000  and  25.5%  from  its 
peak  last  March. 

Sukawaty  says  this  downdraft  offers 
a  prime  opportunity  to  buy  shares  in  to- 
morrow's winners.  "There  has  been  an 
overreaction  in  telecom  stocks,"  he  says. 
"That  is  absolutely  clear."  To  Sukawaty, 
now  president  of  private  equity  firm 
Callahan  Associates,  that  means  going 
for  top  players  in  cable  and  cellular 
phone  services  (see  table,  opposite). 

Sukawaty,  45,  earned  a  sterling  rep- 
utation as  head  of  Sprint's  wireless 
arm,  which  trades  under  its  own  track- 
ing stock.  He  built  Sprint  PCS  from  the 
ground  up,  adding  1  million  sub- 
scribers in  his  six  years  and  creating  a 
company  worth  $50  billion  when  he 


left.  He  also  showed  a  knack  for  making 
astute  bets  on  up-and-coming  technol- 
ogy. Sukawaty  took  an  early  gamble  on 
a  digital  standard  known  as  CDMA,  or 
code  division  multiple  access.  That 
technology  proved  so  superior  that  the 
next  generation  of  cell  phones,  called 
3G,  will  be  based  on  a  CDMA  variant. 

When  WorldCom  made  a  deal  to 
buy  Sprint  last  summer  Sukawaty  took 
the  opportunity  to  cash  in  his  options, 
worth  about  $15  million.  (The  options 
vested  when  its  shareholders  approved 
the  deal,  even  though  regulators  subse- 
quendy  vetoed  this  union.)  Looking  for 
a  promising  perch,  he  was  enticed  to 
London  by  Richard  Callahan,  his  old 
boss  in  the  1980s  at  US  West's  cellular 
division. 

Callahan  owns  six  cable  systems 
serving  7  million  subscribers  in  Ger- 
many, Spain  and  Belgium,  and  is  busily 
upgrading  them  to  handle  more  TV 
channels  plus  phone  calls  and  high- 
speed Internet.  Sukawaty,  who  headed  a 
small  British  cellular  startup  a  decade 
ago,  was  happy  to  return  to  London. 
For  one  thing,  there's  more  theater — a 
passion  of  his — than  in  Kansas  City. 

Sukawaty  surprisingly  decided  the 
best  business  opportunities  were  not  in 
broadband.  Even  more  surprisingly, 
Sukawaty  focused  on  broadband  access 
over  cable  TV  lines — versus  phone  lines 
or  wireless  links. 


Just  two  years  ago  cable  would  ha- 
been  an  unremarkable  choice.  Cab 
shares  were  soaring  and  investors  lil 
Bill  Gates  were  dumping  billions  in) 
them,  figuring  cablers  owned  the  be 
access  into  homes  for  Internet  ar) 
phone  hookups. 

Now,  though,  AT&T's  strugglir 
cable  strategy  has  given  the  entire  ii 
dustry  a  bad  name.  It  spent  $110  billio 
buying  cablers  MediaOne  and  TC 
Partly  because  of  Wall  Street  revulsia 
over  the  huge  cable  tab,  AT&T  has  lo 
63%  of  its  value  since  last  March;  th 
entire  company — wireless,  long  di; 
tance  and  all — is  valued  at  $160  billio 
(debt  plus  market  value  of  commo 
stock).  AT&T's  plan  to  split  into  foii 
units,  with  cable  a  separate  compan 
hasn't  impressed  the  market. 

Despite  cable's  fall  from  favo 
Sukawaty  sees  the  medium  as  clearl 
preferable  to  the  other  alternatives  as 
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iband  vehicle.  Traditional  phone 
are  too  slow  for  good  Internet  ser- 
ind  the  high-speed  enhancement 
lem,  called  DSL  (digital  subscriber 
,  isn't  available  everywhere.  DSL 
>ay  the  technology  can  reach  70% 
imes.  Sukawaty  says  40%  is  more 
:.  Fixed  wireless,  which  involves  at- 
ig  a  pizza-size  antenna  box  to  the 
of  your  house,  doesn't  work  if 
ings  or  trees  block  the  signal, 
at  cable  operators,  benefiting  from 


extensive  fiber-optic  networks,  offer 
high-speed  access  practically  every- 
where with  few  disruptions.  And  cable 
is  better  suited  to  future  upgrades  that 
can  ratchet  up  speeds  even  more. 

Which  stocks  to  buy?  Sukawaty  says 
take  a  piece  of  depressed  AT&T.  When 
the  behemoth  splits  apart,  keep  the 
cable  shares  and  sell  the  rest.  It  remains 
the  nation's  largest  cabler  and  the 
brand  name  is  worth  something. 
Sukawaty  also  likes  Cox  Communica- 


tions, a  cable  pure  play  that  is  the  fur- 
thest along  in  broadband  upgrading. 
Last  year  it  earned  $106  million  provid- 
ing telephone  service  over  cable  lines. 

For  cellular,  he  also  is  very  picky.  He 
finds  the  field  overcrowded  and  the  es- 
tablished players  have  unbreachable 
positions.  "A  lot  of  smaller  cities  can 
support  three  or  four  [cellular]  opera- 
tors," he  says.  "Well,  in  fact,  seven  or 
eight  operators  have  been  licensed  and 
more  are  coming."  New  entrants  must 
spend  20%  to  30%  more  to  operate 
than  the  big  dogs  do,  he  says.  Having  a 
nationwide  network,  for  instance,  al- 
lows the  giants  to  skip  paying  for  roam- 
ing agreements  with  other  carriers. 

With  cell  phones  increasingly  mov- 
ing into  data  transmission,  that  means 
there's  a  promising  market  for  the  top 
tier.  Sukawaty  is  high  on  his  old  em- 
ployer, Sprint  PCS,  because  of  its  CDMA 
prowess  (he  retains  most  of  the  stock 
he  acquired  when  he  exercised  his  op- 
tions) and  also  on  Verizon's  wireless 
arm,  which  is  about  to  be  spun  off.  Ver- 
izon has  the  biggest  U.S.  cellular  pres- 
ence. Unlike  with  AT&T's  cable  unit,  you 
can't  buy  Verizon  now  and  get  wireless 
stock  distribution  later — the  Baby  Bell 
plans  to  sell  a  chunk  of  the  cellular  unit 
directly  to  the  public  and  keep  a  stake 
along  with  Britain's  Vodafone  (another 
Sukawaty  fave).  So  buy  Verizon  wireless 
on  the  open  market. 

What  about  AT&T's  wireless  busi- 
ness, also  destined  to  become  a  free- 
standing company?  Sukawaty  isn't  a 
fan.  AT&T  relies  heavily  on  a  competing 
standard  known  as  TDMA,  which  he 
says  makes  upgrading  more  difficult 
than  it  is  with  Sprint's  CDMA.  F 


ikawaty  Says 


declining  telecom  market  has  taken  the  good  down  with  the  bad,  says  Andrew  Sukawaty.  Here  are  a  few  of  the  top  wireless 
cable  stocks  that  he  thinks  have  the  technology  and  market  heft  to  pull  off  strong  comebacks. 


pany/business 

Recent  price 

52-week  high 

Decline 

Comments 

'/cable 

$23 

$61 

G?% 

huge  cable  assets  are  AT&T's  underappreciated  crown  jewels 

Communications/cable 

45 

55 

18 

the  best-run  U.S.  cabler,  roiling  out  digital  services  rapidly 

cable 

35 

108 

67 

a  technically  advanced  European  cabler.  though  a  bit  uverleveraged 

itPCS/wireless 

27 

67 

59 

beat  rivals  into  data  services,  which  now  have  a  million  users:  is  poised  to  extend  lead 

fone/wireless 

33 

64 

49 

overpaid  for  some  wireless  licenses;  still  a  very  focused,  well-run  operator 
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Claim  Canada 

U.S.  natural  gas  stocks  have  already  been  boosted  by  high 
energy  prices.  But  there  are  still  bargains  in  Canada. 


BY  MICHAEL  MAIELLO 

AFTER  MONTHS  FILLED  WITH 
blizzards  from  Boston,  Mass. 
to  Birmingham,  Ala.,  elec- 
tricity shortfalls  in  California 
and  high  fuel  prices  coast  to 
coast,  investors  with  no  energy  compo- 
nent in  their  portfolios  might  think 
they've  missed  their  chance. 

But  Morton  Cohen,  manager  of 
the  Cleveland-based  Clarion  Partners 
Hedge  Funds,  believes  that  the  ripest 
fruit  in  this  barren  winter  can  be 
snatched  up  among  natural  gas  pro- 
ducers in  Canada,  which  trade  at  7  to 
19  times  trailing  earnings.  Compare 
that  with  the  multiples  for  U.S.  lead- 
ers Enron  (53)  and  El  Paso  (26). 
Should  OPEC  remain  firm  and  energy 
prices  stay  aloft,  the  Canadian  compa- 
nies are  smart  buys.  Cohen  believes 
that  high  prices  will  stick.  Natural  gas 
is  the  go-to  alternative  fuel  when  oil 
prices  are  high. 

Canadian  natural  gas  exports 
jumped  6%  in  2000,  supplying  16%  of 
the  62  billion  cubic  feet  of  gas  con- 
sumed by  Americans  daily.  Mean- 
while, U.S.  gas  exploration  and  pro- 
duction have  remained  stagnant  over 
the  last  five  years.  U.S.  companies  cut 
back  on  drilling  when  gas  sold  for  just 
$2  per  thousand  cubic  feet  during  the 
1990s.  Now,  with  gas  trading  on  the 
New  York  Merc  for  $5  (for  January 
2003  delivery),  explorers  are  scram- 
bling for  drilling  rigs.  But  it  takes  two 
years  to  start  producing  gas  from  a 
new  field. 

Cohen,  65,  knows  energy  and  he 
knows  finance.  Cohen's  Clarion  Part- 
ners funds  were  up  50%  in  2000  as  he 
aggressively  shorted  the  tech  sector 
while  betting  long  on  oil  and  gas  stocks. 
He  was  a  governor  of  the  Montreal 
Stock  Exchange  from  1972-73  and  was 
a  director  of  Tulsa-based  oil-and-gas 


producer  Alexander  Energy  (now  a  part 
of  National  Energy  Group).  Before 
moving  to  Cleveland  to  run  Clarion  in 
1981,  Cohen  was  president  of  Toronto's 
Yorkton  Securities,  a  research  firm.  He 
was  on  the  Canadian  Institutional  In- 
vestor All-Star  list  twice. 

Look  for  two  measures  of  value  in 
a  gas  producer,  Cohen  urges.  Look  for 
earnings,  just  as  you  would  if  you 
were  buying  shares  in  a  railroad.  And 
look  for  asset  value,  in  the  form  of 
proven  reserves.  His  Canadian  gas 
picks,  with  one  exception,  trade  for 

What  a  Gas  


less  than  their  probable  breakup  v 
(see  table). 

Nexen,  recently  renamed  f 
Canadian  Occidental  Petroleum 
pects  to  average  a  daily  productic 
310  million  cubic  feet  of  gas 
fields  in  Canada  and  the  Gulf  of  N 
ico  in  2001.  That  would  be  a  14% 
provement  over  2000.  Along 
272,000  barrels  of  oil  per  day,  the 
creased  gas  production  should  b 
revenues  by  as  much  as  one-third 
year,  says  Cohen.  Natural  gas  sale; 
count  for  15%  of  Nexen's  reven 
the  rest  comes  from  oil. 

Talisman  Energy  produces  775 
lion  cubic  feet  of  gas  per  day  fron 
Canadian  fields  and  plans  to  sp 
$500  million  this  year  expanding 
natural  gas  operations  in  west 
Canada.  Talisman  also  has  operati 
in  Indonesia,  with  a  daily  yield  of 
million  cubic  feet  along  with  31  mi 
barrels  of  oil.  Despite  its  big  explorai 
budget,  Talisman  has  cash  to  bun 
has  earmarked  $200  million  for 
buybacks  in  2001. 

Ionic  Energy  derives  90%  of  its  : 
enues  from  natural  gas  and  recently 
quired  gas  fields  in  western  Alberta 
$33  million  that  will  allow  the  comp 
to  move  32  million  cubic  feet  per 
into  the  U.S.  and  Canadian  mark 
Ionic  plans  to  drill  in  at  least  22  new 
cations  this  year,  and  to  bring  15  in 
tive  wells  on  line. 

The  weak  Canadian  dollar  (wo 
66  American  cents)  works  in  produc 
favor  here.  These  companies  pay  tr 
expenses  in  Canadian  dollars  while 
porting  their  products  south. 


Unlike  many  U.S.  rivals,  these  Canadian  producers  have  cheap  stocks.  Also,  excep 
for  Alberta,  they  trade  for  less  than  their  estimated  liquidation  value. 


Company 


Recent 
price1 


P/E 
ratio2 


EPS 

latest 
12  mo 


Liquidation 

value 
per  share 


Market 
value 
($mil) 


alberta  Eaergy 


$44.07 


19 


$2.36 


$33.33  $5,826 


Canadian  Natural  Resources 


29.97 


3.81 


39.74 


3.115 


Ionic  Energy 


11 


0.25 


3.33 


67 


Nexen 


24.67 


10 


2.53 


33.33 


2.989 


Talisman  Energy 


37.75 


11 


3.32 


39.74 


4.856 


Prices  as  of  Feb  9. 2For  12-month  trailing  earnings. 

Sources:  Peters  &  Co.;  Interactive  Data  Corp.  and  IBES  via  FactSet  Research  Systems. 
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MOMLYJL  iNYEillN  G|5J  R  AT  E  G I E  S 


Writers  and  Their  Money 

Despite  a  new  book  promoting  Mark  Twain  as  your  ideal  investment 
mentor,  he  was  just  another  highly  intelligent  writer  who  was 
transformed  into  an  idiot  when  he  was  managing  money. 


BY  DAN  SELIGMAN 

THERE  ARE  EXCEPTIONS,  BUT 
not  many:  Literary  figures  screw 
up  when  it  comes  to  handling 
money.  Honore  de  Balzac  found  time  to 
produce  more  than  100  novels  but  also 
time  to  blow  his  huge  earnings  on  gam- 
bling, insanely  wild  extravagances  and 
worthless  Sardinian  silver  mines — and 
spent  many  moons  hiding  from  his 
creditors.  Both  Fyodor  Dos- 
toyevsky  and  Leo  Tolstoy  also 
had  gambling  problems  and, 
until  Tolstoy  hit  it  big  with 
War  and  Peace  and  Anna 
Karenina,  he  was  paying  for 
his  roulette  losses  by  selling 
off  chunks  of  the  land  he  had 
inherited.  During  his  peak 
years  as  a  writer,  F.  Scott 
Fitzgerald  lived  in  a  basically 
tax-free  world  and  averaged 
about  $165,000  a  year  in 
today's  dollars,  but  was 
chronically  unable  to  get 
through  the  month  without 
borrowing  from  his  literary 
agent  or,  on  occasion,  his 
mother.  A  secretary  charged 
with  putting  Scott  and  his 
wife  on  a  budget  said  de- 
spairingly, "Their  idea  of 
economy  was  to  cut  the  laun- 
dress' wage."  Tom  Clancy 
blew  a  fast  $2  million  after 
taking  a  liking  to  a  plausible-seeming 
swindler  he  had  just  met  in  a  box  seat  at 
a  Baltimore  Orioles  game.  Romantic 
poet  Percy  Bysshe  Shelley  inherited 
wealth,  which  he  rapidly  dissipated  by 
lending  money  to  his  deadbeat  bo- 
hemian  friends. 

I  had  always  reckoned  Mark  Twain 
to  be  among  the  leading  literary  screwup 
artists  when  it  came  to  money,  and  was 
therefore  startled  by  the  recent  publica- 


tion of  a  book  by  Andrew  Leckey  claim- 
ing the  opposite  to  be  true:  The  Lack  of 
Money  Is  the  Root  of  All  Evil:  Mark 
Twain's  Timeless  Wisdom  on  Money, 
Wealth,  and  Investing  (Prentice  Hall 
Press,  $22).  This  book  will  definitely  not 
make  you  rich.  And  if  you  are  even 
slighdy  acquainted  with  Twain's  unend- 
ing follies  in  the  presence  of  money,  you 
will  find  much  to  hoot  at  in  the  book. 


Samuel  Clemens  was  money  hun- 
gry. Negotiating  with  a  publisher,  he 
mentioned  that  money  "has  a  degree  of 
importance  for  me  which  is  almost  be- 
yond my  own  comprehension."  But  he 
was  also  invincibly  naive  about  money, 
and  in  his  autobiography  he  ruefully 
quotes  Henry  Ward  Beecher  as  telling 
him:  "You  are  one  of  the  talented  men 
of  the  age,  but  in  matters  of  business  I 
don't  suppose  you  know  more  than 


enough  to  come  in  whei 
rains."  He  turned  down 
opportunity  to  invest  $5<Kj 
a  new  invention  called 
telephone,  but  over  a  spar 
15  years  poured  several  hi 
dred  thousand  dollars  int 
typesetting  machine  wh< 
smooth-talking  "inventor"  was  fore 
on  the  verge  of  getting  the  thing 
work.  Unlike  the  Mergenthaler  Lii 
type,  it  never  did. 

Clemens  also  took  a  swing  at  be 
publishing,  and  his  acumen  might 
gauged  by  his  heavy  reliance  on  a  be 
about  Pope  Leo  XIII,  which,  he  he 
estly  believed,  would  have  to  be  bou 
"by  every  Catholic  in  Christendon 
Partly      because  mi 
Catholics  declined  this  de 
partly  because  publishi 
money  got  diverted  to  t 
troubled  typesetting 
chine  and  partly  because 
bookkeeper  was  a  crook,  1 
publishing  firm  ended  up 
bankruptcy.  He  also  invest 
$25,000  in  Plasmon,  a 
etary  supplement  said 
have  incredible  health-givi 
properties,  but  gave  up 
this  proposition  when  t 
company  was  taken  over 
characters  he  judged 
cals."  Clemens  had  hu 
profits   in   some  mini 
stocks  but  lost  them  all,  pi 
his    original  investmei 
when  hit  by  margin  calls  th 
he  couldn't  meet.  His  fina 
cial  affairs  were  stabilize 
only  after  a  fan  of  his  bool 
who  also  happened  to  be 
senior  Standard  Oil  executive,  can 
along  and  took  charge  of  his  investin 
So  how  can  Leckey  justify  that  su 
title?  Partly  by  finding  passages  in  Twaii 
novels  that  have  some  dim  relationsh 
to  investing,  but  mainly  by  citing  tl 
lessons  learned  by  the  author  from  r 
assorted  financial  debacles.  Which,  ev« 
bv  the  standards  of  today's  publishii 
hype,  would  seem  to  stretch  the  mea: 
ing  of  "timeless  wisdom." 
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A  Quote  for  Every 
Occasion 

More  than  14,000  thoughts  on  the  business  of  life 
now  all  in  one  deluxe  volume 

here  is  no  truey  lasting  success 

business,  without  success  in  the  * 

isiness  of  living,  of  life."  ' ..  _ni£3^mimmmmmsmm^sgm 

B.  C.  FORBES,  Founder  of  Forbes  Magazine 


A  Gift  for  Every  Occasion! 


ecessity,  by  proclivity, 
by  delight,  we  all  quote." 

LPH  WALDO  EMERSON 

begets  life.  Energy  creates 
gy.  It  is  only  by  spending 
elf  that  one  becomes  rich." 

RAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject — from  ability  to  zeal — for  easy  access  and  endless 
inspiration. 

Over  3,000  contributors  in  all — business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians — from  across  the 
centuries  and  around  the  world.  Deluxe  edition,  992  pages,  $40.00  plus 
shipping  and  handling.  [C1 4] 


Order  by  Phone,  Call  Toll-Free:  1-800-876-6556 
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MONEY  L  WESTING. STOCK  FOCUS 


A  Decade  of  New  Issues 

if  you  look  at  just  the  averages,  new  issues  look  like  they  were  great  investments  in  the  19905 
but  the  average  performance  is  heavily  skewed  by  a  handful  of  exceptional  stocks. 

BY  SCOTT  DECARLO  WITH  MICHAEL  SCHUBACH  AND  VLADIMIR  NAUMOVSKI 

TOCKS  LIKE  CISCO  SYSTEMS 


Sare  what  IPO  dreams  are  made 
of — and  what  give  statisti- 
cians fits.  Since  going 
public   in  February 
1 990,  at  a  split-adjusted  6  cents 
a  share,  Cisco  is  up  60,600%. 
That  one  data  point  tilts  the 
whole  reading  on  average  per- 
formance of  new  issues.  The  sad 
truth:  Even  though  the  1990s 
was  a  great  decade  for  specula- 
tive stocks,  most  new  issues  did 
not  keep  up  with  the  market. 

With  the  help  of  Thomson 
Financial/Securities  Data  and 
Wilshire  Associates  we  tracked 
the  4,567  companies  that  went 
public  between  Jan.  I,  1990  and 
Dec.  29,  2000.  Our  research  ex- 
cluded initial  offerings  valued  at 
less  than  $5  million  or  below  $5  a 
share.  We  also  excluded  foreign 
stocks,  blind  pools,  real  estate  in- 
vestment trusts,  limited  partner- 
ships and  closed-end  funds. 

Bolstered  by  Cisco,  the 
average  new  issue  in 
our  survey  is  up  _ 
111%    since  • 
going  pub 


lie.  (For  those  issues  that  were  acquired 
during  the  course  of  our  study,  we  cal- 
culated their  performance  up  to  the  day 
they  were  acquired,  using  the  acquisition 
or  merger  price.)  Measured  against  the 
S&P  500,  this  universe  of  initial  public  of- 
ferings has  a  relative  performance  of 
104,  slightly  better  than  an  S&P-match- 
ing  score  of  100. 

But  take  out  Cisco  and  the  other  top 
nine  new  issues — a  list  that  includes  AOL 
(now  AOL  Time  Warner),  IDS  Uniphase 
and  Veritas  Software — and  the  remain- 
ing 4,557  stocks  had  an  average  gain  of 
74%  and  a  relative  performance  of  just 
.  92.  The  median  performance 

data  are  even  more 
revealing: 


All  IPOs 

If  you  have  good  connections  on  W«- 
Street,  the  best  time  to  buy  new  isst 
is  when  the  IPO  market  is  quiet. 

Number 

PERF0RMAN 

IPO  class 
if 

■f 

issues 

re  tail 

actval  S&P 

1990 

109 

709% 

22 

1991 

259 

239 

11 

1992 

415 

232 

12 

1993 

540 

174 

10 

1994 

441 

121 

E 

1995 

464 

99 

E 

1996 

707 

54 

E 

1997 

484 

43 

E 

1998 

295 

56 

12 

1999 

473 

19 

11 

2000 

380 

-17 

E 

Average 

111 

1C 

Based  on  Dec.  29.  2000  closing  price.  Relative  pet 
mance  is  based  on  the  ending  value  of  $100  investe 
each  stock  divided  by  $1  in  the  index.  Sources:  Inter 
Data  Corp.  via  FactSet  Research  Systems;  Thomsor 
Financial/Securities  Data;  Wilshire  Associates:  Fort 

VC-Backed  IPOs 

Since  1990  one  out  of  every  three  IP 
was  backed  by  venture  capital.  This 
group  had  some  big  winners. 

IPO  class 
of 

Number 
of 

issues 

PERFORMflN  1 

relatt 

actual     S&P  1 

1990 

37 

1,873% 

1991 

109 

309 

1' 

1992 

154 

208 

12 

1993 

194 

268 

14 

1994 

127 

211  1- 

1995 

158 

205 

IE 

1996 

233 

78 

9 

1997 

116 

181 

18 

1998 

71 

171 

22 

1999 

251 

45 

U 

2000 

222 

-22 

E 

Average 

182 

1* 

Based  on  Dec.  29.  2000  closing  price.  2Relative  pe 
mance  is  based  on  the  ending  value  of  $100  investe 
each  stock  divided  by  $1  in  the  index.  Sources:  Intera 
Data  Corp.  via  FactSet  Research  Systems;  Thomsor 
Financial/Securities  Data;  Wilshire  Associates;  Fort. 

For  more  about  the  IPO  winners  and  losers  of  the  1990s— including  statistics  on  new-issue 
perjbrmam     om  the  first  day's  close  and  first  week's  close— see  our  Web  site  for  a  special 
in-depth  repon  (       ^nm.forbes.coiWipo/ 1990s  or  use  your  :CueCat  device  on  the 
cue  code  (right  1  to  iake  you  there  instantly. 
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11  4,567  stocks — including  Cisco 
he  other  nine  best-performing  is- 
— the  median  new  issue  is  down 
and  has  a  relative-to-market  score 
|40. 

i  short:  If  you  bought  all  4,500 
s  you  made  money;  if  you  bought 
)ur  you  probably  lost  money, 
nother  important  thing  to  keep  in 
.:  Our  calculations  are  based  on 
ssumption  that  you  could  have 
ht  all  these  stocks  at  their  stated 
ng  prices.  In  reality,  only  profes- 
1  money  managers  and  well- 
d  investors  get  into  a  hot  deal  at 
>rice.  When  performance  is  mea- 
[  against  the  first  day's  closing 
our  entire  universe  of  new  issues 
1 81%  average  gain  and  an  average 
/e  performance  of  just  86. 
you  want  to  hunt  for  the  next 
,  here  are  two  tips: 
Look  for  companies  backed  by 
ire  capital  firms.  This  subset  ac- 
ted for  37%  (by  number)  of  the 
issues  brought  to  market  since 
yet  they  averaged  a  182%  gain 
relative-to-market  performance 
3.  It  appears  that  venture  capital- 
re  a  bit  more  adroit  at  picking 
ers  and  nurturing  upstart  firms, 
i,  these  figures  are  heavily 
ited  by  a  few  top  performers, 
ured  by  medians,  venture-capital- 
d  new  issues  have  a  negative  16% 
ute  performance  and  a  relative- 


IPO  Disasters 


to-market  score  of  51. 

2.  Buy  when  the  new-issues  market 
is  sluggish.  Companies  taken  public  in 
the  first  half  of  the  1990s,  when  under- 
writing activity  was  slower,  performed 
the  best.  All  but  4  of  the  20  top-per- 
forming stocks  came  out  before  1996, 
the  busiest  year  of  the  decade  (see  top 
table  on  opposite  page).  In  contrast,  the 
new-issues  market  of  2000  started  out 
in  a  frenzy,  but  ended  in  collapse.  Last 
year  underwriters  raised  $62  billion  in 
the  course  of  taking  380  companies 
public,  but  in  its  initial  year  the  class  of 
2000  lost  17%,  making  it  the  worst- 
performing  group  of  the  previous 
decade.  F 


Biggest  Underwriters  of  the  1990s 


All  these  stocks  had  initial  offerings  of 
at  least  $166  million. 

Offer  value 
Company  ($mil) 

Offer 
date 

UniCapital 

$532 

5/14/98 

NorthPoint  Commun  Group 

360 

5/5/99 

Payless  Cashways 

357 

3/8/93 

AMF  Bowling 

263 

11/3/97 

American  Pad  &  Paper 

234 

7/1/96 

Levin  Furniture 

182 

7/2/93 

Stage  Stores 

182 

10/24/96 

Starter 

167 

4/8/93 

Genesis  Direct 

167 

5/7/98 

Etoys 

166 

5/19/99 

Venture-capital-backed  IPOs  are  in  italics. 
Sources:  Interactive  Data  Corp.  via  FactSet  Research 
Systems;  Thomson  Financial/Securities  Data;  Wilshire 
Associates;  Forbes. 

Goldman  Sachs  underwrote  the  richest  deals,  but  not  necessarily  the  best.  Morgan 
Stanley  Dean  Witter,  which  created  $43  billion  in  new  equity  capital  in  the  last 
decade,  has  the  best  average  relative-to-market  performance. 


Number 

ISSUES  THAT 

PERFORMANCE1 

Total 

of 

went 

beat  the 

relative  to 

offer  value 

Underwiter 

issues 

up 

market 

actual 

S&P5002 

($mil) 

Goldman  Sachs 

248 

56% 

40% 

174% 

157 

$56,282 

Morgan  Stanley  Dean  Witter 

253 

56 

38 

467 

238 

43.395 

Credit  Suisse  First  Boston3 

349 

48 

37 

80 

114 

41.504 

Merrill  Lynch 

185 

50 

33 

82 

102 

24.224 

Salomon  Smith  Barney 

221 

52 

32 

117 

103 

22,379 

Deutsche  Banc  Alex  Brown4 

247 

48 

36 

295 

168 

11.878 

Lehman  Brothers 

148 

53 

37 

208 

151 

10.783 

JP  Morgan5 

203 

43 

33 

141 

132 

10.217 

Robertson  Stephens6 

200 

46 

34 

161 

151 

8,965 

Bear  Stearns 

84 

37 

27 

85 

95 

5,399 

'Based  on  Dec.  29,  2000  closing  price.  Relative  performance  is  based  on  the  ending  value  of  $100  invested  in  each 
stock  divided  by  $1  in  the  index,  includes  offerings  managed  by  Donaldson.  Lufkin  &  Jenrette.  acquired  on  Nov.  3,  2000. 
''Formerly  BT  Alex.  Brown,  includes  offerings  managed  by  Hambrecht  &  Quist,  acquired  through  merger  with  Chase  on 
Dec.  31.  2000.  formerly  Bancboston  Robertson  Stephens.  Sources:  Interactive  Data  Corp.  via  FactSet  Research 
Systems;  Thomson  Financial/Securities  Data;  Wilshire  Associates:  Forbes. 


P  Stars  of  the  1990s:  From  Offering  Price 


only  because  of  the  superior  gains  of  a  handful  of  new  issues— out  of  a  universe  of  more  than  4,500— that  the  average  new 
e  of  the  1990s  outperformed  the  S&P  500. 


Offer 

CAIN 

PRICE 

value 

Offer 

rel  to 

lany/business 

offer1 

12/29/00 

($mil) 

date 

actual 

S&P  5002 

Underwriter 

j  Systems/network  equipment 

$0  06 

$38.25 

$50 

2/16/90 

60.614% 

15,300 

Morgan  Stanley  Dean  Witter 

dme  WarnerVmedia  &  entertainment 

0.09 

34.80 

23 

3/19/92 

38,567 

12,002 

Deutsche  Banc  Alex  Brown 

JniphaseVtelecom  products 

0.25 

41.69 

16 

11/17/93 

16,575 

5,871 

Unterberg  Harris 

as  Software/computer  software 

0.53 

87.50 

19 

12/8/93 

16.535 

5,875 

SG  Cowen 

comm/telecom  products 

1.00 

82.19 

64 

12/13/91 

8,119 

2,393 

Lehman  Brothers 

fork  Appliance!     storage  services 

0.84 

64.19 

34 

11/21/95 

7,505 

3,458 

Lehman  Brothers 

ed  Micro  C/rcuffs/semiconductors 

1.00 

75.05 

44 

11/25/97 

7,405 

5.405 

Robertson  Stephens 

nd  Communications5!^^  services 

1.63 

110.03s 

26 

5/12/94 

6,671 

2,284 

Morgan  Stanley  Dean  Witter 

:l  Systems/computer  software 

1.06 

67.63 

33 

6/27/96 

6,262 

3,221 

JP  Morgan 

semiconductors 

2.67 

148.19 

38 

3/15/95 

5,456 

2,070 

Credit  Suisse  First  Boston 

ire  capital  backed  IPOs  are  in  italics.  'Per  share  adjusted  for  splits.  'Relative 
erly  America  Online.  'Formerly  Uniphase.  'Acquired  by  Lucent  Technologies 
son  Financial/Securities  Data;  Wilshire  Associates:  Forbes. 


performance  is  based  on  the  ending  value  of  $100  invested 
on  June  25, 1999.  Acquisition  price.  Sources:  Interactive 


in  each  stock  divided  by  $1  in  the  index. 
Data  Corp.  via  FactSet  Research  Systems; 
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Tax  Tip 


HALF  THE  POPULATION  SEEK 
help  with  their  tax  returns. 
And  a  quarter  of  those  folks 
take  their  troubles  to  H&R 
Block,  the  nation's  biggest 
tax  preparer.  It's  a  good 
business,  with  no  exposure 
to  oil  prices  or  recessions, 
says  William  Nygren,  man- 
ager of  the  Oakmark  Fund. 

Block  (NYSE:  HRB)  lost 
half  its  value  from  August 
1999  through  last  May  amid 
concern  about  the  company's 
latest  attempt  to  move  be- 
yond tax  prep;  the  stock  has 
since  regained  almost  half 
what  it  lost.  Block's  contro- 
versial 1999  purchase  of  bro- 
ker Olde  Financial  evoked 
earlier  memories  of  its  rocky 
attempt  to  get  into  mortgage 
financing.  While  the  home 
lending  now  seems  to  be 
working  out,  Wall  Street  worried  that  the  price  and  distraction  of  the  Olde  ac- 
quisition might  be  disruptive. 

Not  to  fret.  The  core  business  is  very  healthy.  In  the  fiscal  year  ended  last 
April  earnings  climbed  17%  to  $252  million  on  revenues  of  $2.5  billion. 
Nygren  expects  continued  double-digit  earnings  growth.  At  $42  Block  trades  at 
1 8  times  trailing  earnings.  — Christopher  Helman 


Tackling  those  IRS  forms  remains  Block's  strong  suit. 


Poor  Intuition 

REMOTE-CONTROLLED  SURGICAL  Ro- 
bots are  wowing  the  docs.  Surgeons 
perform  delicate,  minimally  invasive 
procedures  while  watching  a  high-defi- 
nition video  screen  and  guiding  the 
robot's  hands.  The  leader  here  is  Intu- 
itive Surgical  (Nasdaq:  ISRG),  maker  of 
the  Da  Vinci  robotic  surgical  system. 

While  the  shaky-hands  problem  may 
be  gone,  the  shaky-stock  one  isn't.  This  is 
great  technology,  but  it  could  be  too  far 
ahead  of  its  time;  survival  as  a  business 
will  be  tough,  says  Larry  G.  Haimovitch 
of  Haimovitch  Technology  Consultants. 
At  a  cost  of  $1  million  each,  surgical  ro- 
bots are  affordable  only  for  a  few  top 


hospitals  like  New  York's  Beth  Israel. 
Most  hospitals  in  the  market  for  the 
equipment  likely  have  already  bought  it. 
Plus  giant  Johnson  &  Johnson  is  getting 
into  the  robot  sawbones  game. 

Revenues  in  2000  doubled  to  $26 
million,  yet  net  losses  kept  steady  at  $18 
million.  Short  the  stock,  now  trading  at 
$7.50,  and  cover  at  $5.  —  C.H. 

Outsorcerer 

WHEN  CISCO  ANNOUNCED  SLOWING 
growth  in  early  February,  investors 
dumped  not  only  Cisco  shares  but 
those  of  its  outsourcers.  Stock  in  Solec- 
tron, the  biggest  outsource  manufac- 
turer for  electronics  companies,  took  a 


25%  dive.  This  makes  Solectron  (  i 
daq:  SLR)  a  great  buy,  says  Nancy  \. 
gler,  chief  investment  officer  of  the 
mont  Funds  group. 

Tengler  argues  that  just  ll^i 
Solectron's  $14  billion  in  2000  reve  f 
derived  from  Cisco — while  other  C  | 
outsourcers  have  a  far  bigger  expo:  (i 
Despite  the  tech  realm's  current  tra  u 
Tengler  figures  more  opportunity  | 
ahead  for  contract  manufacturers.  | 
erating  on  a  larger  scale  than  its  r 
and  with  the  newest  equipment  aroi 
Solectron  offers  a  superior  cost-cut 
alternative. 

At  $30  Solectron  sells  for  32  ti  i 
earnings,  just  higher  than  the  ov< 
market.  For  the  last  five  years  earn 
growth  has  averaged  38%.        — ( 

Hey,  Big  Lendei 

WHAT  CREDIT  CRUNCH?  WHILE  BA 
are  cutting  back  on  loans,  asset-bac 
lender  CIT  Group  is  going  in  the  oi 
direction.  Because  its  commercial  lc 
are  backed  by  collateral  like  invent 
and  receivables,  CIT  (NYSE:  CIT)  has 
fered  minimal  credit  losses. 

Fourth-quarter  loan  issuance 
$6.3  billion,  up  20%  from  the  year 
fore.  That  is  one  reason  the  quart 
earnings  rose  54%  from  the  prior  > 
period,  to  $160  million  on  $1.6  billioi 
revenue. 

CIT  shares,  at  a  recent  $23,  have 
covered  from  their  slump  after 
firm's  difficult  purchase  of  Newco 
Credit  Group  in  November  1999,  s 
Robert  Napoli,  analyst  with  ABN  Am 
CIT,  whose  P/E  is  10,  is  slightly  more 
fordable  than  its  chief  publicly  trac 
rival,  Heller  Financial  (13).  Nap 
thinks  the  Newcourt  acquisition,  win 
problems  have  been  ironed  out,  gr 
CIT  the  better  growth  potential. 

— Matthew  Swi 

Down  to  Earth 

GLOBALSTAR'S  48  COMMUNICATIO 
satellites  allow  cell  phone  calls  from 
most  anywhere  in  the  world.  Tl 
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That  pounding  you  hear  is 
either  your  competition. 

Or  your  heart. 


Find  out. 
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CHALLENGE 
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't  save  the  company — which 
;d  a  $45  million  debt  payment  in 
■try — from  Chapter  11. 
quity  holders  are  probably 
ned,  but  Lawrence  P.  Caplan,  a 
nburg  Thalmann  senior  vice-pres- 
in  Boca  Raton,  says  Globalstar's 
essed  bonds  ($3  billion  face 
) — now  going  for  10  cents  on  the 
r — offer  a  chance  for  a  big  payoff, 
ere's  why.  The  system  is  too  good 
to  waste,  so  the  post-restructuring 


star  bonds  should  rocket  up  in  price. 


ilstar  will  have  value.  It  has  been 
f  equated  with  Iridium,  Mo- 
's  failed  satellite  service,  now  con- 
1  by  the  military.  But  Iridium  was 
led  to  voice  transmission.  Global- 
an  deliver  Internet  links  to  air- 
;  and  track  data  on  trucks,  ships, 
nes  and  railcars.  Ford  is  thinking 
king  it  an  option  in  new  cars, 
le  senior  notes  for  Globalstar, 
:  biggest  backer  is  Loral,  are  at  the 
the  creditor  food  chain  and  are 
aded.  Caplan  thinks  bondholders 
double  their  money.        — C.H. 


st  Streetwalkers  at  www.forbes.com/ 

alker  or  use  your  :CueCat  device  on  the 
'  below  to  take  you  there  instantly. 


MARKETS  an d  FORECASTS 


THE  OVERALL  MARKET 


— Barra  All-US  Index  of  10.000  stocks 
—200-day  moving  average 

Market  value:  $15.5  trillion 


Sources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
'93  94  95  '96 


97 


2-week  performance 

as  of  2/9/01 

Barra  All-US  Index1 

-3.4% 

S&P  Barra  Growth  Index2 

-5.7 

S&P  Barra  Value  Index' 

-0.3 

Dow  Jones  industrials 

1.1 

S&P  500 

-3.0 

EAFE4 

-2.8 

Forbes  Internet  Index 

-16.0 

Forbes  40  Index  (total  return ) -15.7 

'98           '99  00 

01 

8500 
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6500 
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4500 
3500 
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1500 


Estimates  on  This  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 

Bridge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Feb.  9. 

ACTUAL 

2001  ESTIMATE 

2000  Latest 

Mean 

4-wk  chg 

30-year  Treasury  yield  (%) 

5.46  5.39 

5.56 

0.2 

3-month  Treasury  yield  (%) 

5.90  5.05 

5.01 

-1.8 

Federal  funds  watch 

Last  action:  Jan.  31,  2001.  -50  basis  points.  Current  rate:  5.5%. 

Next  Federal  Reserve  meeting:  Mar.  20,  2001. 

SPECIAL  STOCK  FOCUS 


Sluggish  demand  and  excess  capacity 
hurt  paper-  and  forest-products 
companies  last  year.  But  industrywide 
consolidation  and  cutbacks  in  supply 
should  help  turn  things  around  in  2001, 
despite  the  slowdown  in  the  U.S. 
economy.  Profits  at  the  seven  paper- 
products  firms  below  are  expected  to 
grow  an  average  of  39%  this  year. 


"Lower  interest  rates  at  home  are  bullish 
for  dollar-linked  emerging  markets," 
says  Peter  Canelo,  strategist  at  Morgan 
Stanley  Dean  Witter.  He  thinks  the  MSCI 
Emerging  Markets  Free  Index  could  out- 
perform the  S&P  500  by  15%  this  year. 


^dileiltjy  Shlorno  Z.  fieif 


FORECASTING  GLOBAL  MARKE 


Year 


EPS  change  Expect' 
Estimated      versus  year-to-y 
P/E      3  months  ago  EPS  grot 


S&P  500 


2001 


23 


-6.3% 


2002 


20 


0.5 


6% 
15 


MSCI  World  ex  U.S.' 


2001 


20 


-0.5 


2002 


18 


-0.6 


11 
13 


IBES  estimate  increases/decreases 

2001  200: 


S&P  500 


0.74 


MSCI  World-ex  U.S.4 


0.80 


1.0C 


i.o; 


Risingestimates 

Czech  Republic 

Malaysia 

Romania 

Russia 

Venezuela 


Failing  estimates 

Korea 

Lithuania 

Netherlands 

Taiwan 

Thailand 


Source:  Thomson  Financial/IBES 


Index 

Recent 

4  wks  a 

Value 

48.1 

50.2 

Companies 

330 

33' 

Valuations 

Stock  price/sales 

2 

Market  value  (Soil) 

$424 

$346 

Sales/employees  ($thou)  $193 

$195 

12-month  sales  growth 

139% 

14151 

2001  estimates 

Sales  total  ($bil) 

$71.7 

$72.7 

Stock  price/sales 

2 

2 

P/E 

66 

47 

Sources:  Forbes;  Market  Guide  and 

Thomson  Financial/IBES  via  FactSet  Research  Syster 


Buying 


Company 


Recent 
price 


20016 


P/E 


Bowater  $49.59 

$4.60  11 

Caraustar  Industries  10.13 

0.80  13 

Chesapeake  24.65 

0.92  27 

PHGIatferter  12.34 

1.18  10 

Packaging  Corp  of  America  14.22 

1.32  11 

Schweitzer  Mauduit  Inti  20.87 

2.01  10 

Westvaeo  25.70 

2.56  10 

WHAT  THE  FUNDS  ARE  BUYING  AND  SELLING 


Selling 


Price 

EPS7 

Price 

EP! 

Cadence  Design  Systems 

$26.61 

$0.84 

Federal-Mogul 

$  3.97 

$-0.3 

Commerce  Bancorp 

62.80 

2.87 

InFocus 

20.94 

1.7 

Houston  Exploration 

34.80 

5.14 

Mattson  Technology 

14.00 

1.31 

Manor  Care 

20.55 

0.99  ' 

PC  Connection 

13.06 

1.11 

Respironics 

24.31 

1.08 

Polaroid 

6.50 

0.2, 

Estimate.  Sources.  Market  Guide.  Thomson  Financial/IBES 
and  Interactive  Data  Corp.  via  FactSet  Research  Systems; 
IBES  Express 


'Year  2001  estimate.  Source:  ldayo.com. 

The  Barra  All-US  price  index  consists  of  ali  publicly  traded  U  S  common  stocks  for  which  price  quotations  are  avail; 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded  1 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  Total  returi 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earni 
ratios.  AA  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  Internatio 
5Capitalization-weighted  index  of  all  U.S.-based.  publicly  traded  Internet  commerce  sites,  portals,  service  providers 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 


See  www.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
reports.  Or  use  your -.QueCat  Je\>ice  on  the  cue  code  (right)  to  take  you  there  instantly. 
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I.S.  Economy 


nobile  sales1  (mil) 


city  utilization  (%) 


lousing  starts2  (thou) 


I  sales3  ($bil) 


balance4  ($bil) 


iployment  rate5  (%) 


;  domestic  product  (%  chg) 


ion 

srvices  (unadjusted )  (%  chg) 


ital  (unadjusted )  (%  chg) 


S_ 

Bridge  spot  indexes 


ler  troy  ounce  ($) 


il  W  Texas  Intermediate  ($) 


ncy 

an  marks  per  dollar 


er  dollar 


rs  per  euro 


ACTUAL 


1999 


Latest 


17.4 


17.8*  dec 


81.1 


80.6  dec 


1,663 


1,580*  p  dec 


2,246 


2,426*  p  dec 


-268 


-361*  p  nov 


4.1 


4.2  jan 


4.2 


1.46  40 


2.7 


3.9*  dec 


2.6 


3.4*  dec 


227.25 


222.01 


288.50 


259.90 


25.60 


31.03 


1.94 


2.11 


102 


118 


1.01 


0.93 


2001  ESTIMATE 


Mean      4-wk  chg 


16.1 


74.2 


1,517 


2,440 


-417 


4.4 


2.8 


3.2 


2.7 


227.77 


288.07 


25.13 


2.07 


115 


0.96 


-0.2% 


-8.4 


-0.8 


2.2 


-2.1 


1.4 


-9.9 


-7.0 


0.4 


2.7 


1.7 


-3.7 


-6.8 


-4.4 


-1.0 


ECONOMY  WATCH 


An  important  indicator  for  the  semicon- 
ductor manufacturing  equipment  indus- 
try—the book-to-bill  ratio— has  been  in  a 
steady  decline  since  March  of  last  year. 
As  of  December  2000,  North  American 
manufacturers  posted  a  three-month 
moving  average  for  new  orders  (book- 
ings) of  $2.46  billion  versus  billings  of 
$2.38  billion,  giving  the  industry  a  book- 
to-bill  ratio  of  1.03.  Back  in  March  this 
ratio  stood  at  a  ten-year  high  of  1.46. 

Closeup:  Semiconductor  equipment  manufacturers 


Book-to-bill  ratio 


1999 


3-month  moving 
average 

2000 


Data  as  of  Feb.  9.  Source:  Instinet  Research, 
www.  InstinetResearch  Works,  com 


Fortes  Index:  Current:  320.5  2-wk  chg:  -0.4% 


NINES  SURPRISES  

i  on  adjusted  earnings  forecasts  from  StarMine,  several  com- 
s  in  the  regional  banking  group  are  expected  to  post  negative 
igs  surprises.  Compass  Bancshares,  for  example,  has  a  first- 
er  SmartEstimate  that  is  one  penny  lower  than  its  Thomson 
cial/IBES  consensus  estimate  of  49  cents  a  share. 
tarMine  still  indicates  positive  surprises  are  likely  from  the  oil 
fry.  Murphy  Oil,  for  instance,  has  a  first-quarter  SmartEstimate 
61  a  share  versus  a  consensus  estimate  of  $2.48. 


any 

Price 

IBES 

consensus 
estimate7 

StarMine  Expected 
Smart-  report 
Estimate7  date 

ve  Expected  Surprises  or  Revisions 

n  Brunswig 

$19.26 

$0.208 

$0.22e 

4/26/01 

Communications 

4.00 

-0.539 

-0.469 

4/29/01 

hyOil 

65.03 

2.48 

2.61 

4/26/01 

s-lllinois 

8.89 

0.25 

0.26 

4/19/01 

ir 

28.50 

0.39 

0.41 

4/18/01 

naceutical  Product  Dev 

49.13 

0.53 

0.55 

4/20/01 

tive  Expected  Surorises  or  Revisions 

37.59 

0.29 

0.26 

4/27/01 

ass  Bancshares 

23.06 

0.49 

0.48 

4/13/01 

is  Communications 

17.13 

-0.25 

-0.26 

4/20/01 

ord  Financial  Services  Gp 

65.23 

1.12 

1.10 

4/24/01 

Security 

56.44 

0.25 

0.24 

4/13/01 

38.82 

-2.43 

-2.81 

4/19/01 

of  Feb  9.  'First  quarter.  "Fiscal  second  quarter.  'Fiscal  third  quarter.  Sources:  StarMine: 
in  Financial/IBES  and  Interactive  Data  Corp.  via  FactSet  Research  Systems 


MUTUAL  FUND  SPECIAL  FOCUS  

The  S&P  Barra  500  Value  index  returned  4%  (total)  since  the  start 
of  November  versus  the  S&P  500's  5%  loss.  Below  are  five  no-load 
value  funds  that  averaged  19%  total  returns  over  the  same  period. 

TOTAL  RETURN10  Assets 


Fund 

lyear11 

3  months 

YTD 

(Smil) 

American  Century  Small  Cap  Value 

51.2% 

16.9% 

6.7% 

$261 

Berger  Mid  Cap  Value 

41.5 

18.6 

8.8 

51 

Clover  Small  Cap  Value 

13.7 

22.0 

15.7 

37 

Dreyfus  MidCap  Value 

64.8 

18.7 

20.5 

550 

Wasatch  Small  Cap  Value 

36.3 

17.5 

11.1 

63 

'"Through  2/8/01.  "Annualized. 
Sources:  Upper  Inc.;  Morningstar. 


'12  months,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward  s 
Automotive  Yearbook.  Total  single  and  multiple  family,  seasonally  unadjusted.  'Excluding  auto 
sales,  seasonally  adjusted.  "Total  goods  and  services,  seasonally  adjusted.  5Percent  of  civilian 
labor  force.  Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


NOTEWORTHY  NEW  ISSUE  IN  REGISTRATION  

Randall  Roth,  senior  analyst  at  Renaissance  Capital's 
IPO  Plus  Fund,  thinks  that  Reliant  Resources'  initial 
public  offering  is  worth  watching.  "Wholesale  energy  is  a 
good  place  to  be,  so  long  as  customer  credit  risks  are 
under  control  and  regulatory  fervor  doesn't  grow,"  says 
Roth.  The  Houston-based  firm,  currently  a  Reliant 
Energy  subsidiary,  buys  and  operates  electric  power 
plants  in  deregulated  markets  in  the  U.S.  and  northern 
Europe.  In  its  latest  12  months  Reliant  Resources  netted 
$267  million  on  sales  of  $15  billion.  The  company  plans 
to  raise  $900  million  or  more  in  an  IPO  as  soon  as  April. 
Based  on  proposed  terms,  Reliant  shares  will  carry  a  P/E 
of  15,  while  competitors  NRG  Energy  and  Dynegy  have 
P/Es  of  25  and  41,  respectively. 
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The  Contrarian  By  Davit 

Tech  Value 


i 


S  NOW  THE  TIME  TO  BUY  TECH  STOCKS?  THAT  MAY  BE  A 
painful  notion  following  the  Nasdaq  collapse.  My  answer 
is  a  qualified  yes.  Buy  a  partial  position  now  in  a  handful 
of  good  techs,  then  purchase  the  rest  later  as  the  market 
heads  lower,  which  it  will.  Don't  be  tempted  to  jump 
back  in  and  invest  willy-nilly.  That's  pretty  much  what  Wall 
Street's  overly  optimistic  analysts  would  have  you  do. 

Don't  listen  to  them.  Never  have  so  many  lost  so  much 
on  the  advice  of  so  few — apologies  to  Winston  Churchill. 
Forget  price  and  fundamen- 
tals, said  the  Mary  Meekers 
(Morgan  Stanley),  Henry 
Blodgets  (Merrill  Lynch)  and 
a  supporting  cast  of  other  big- 
name  analysts  paid  millions, 
who  never  met  an  Internet 
stock  they  didn't  like. 

Meeker,  often  called  the 
"Queen  of  the  Internet,"  ear- 
this  year  still  recom- 


ner 


While  the  next  six 

months  will  be 

bumpy,  good  buys 

that  will  rebound 

are  availabe  now. 

mended  11  Internet  stocks  as  "outperform."  They  are 
down  an  average  of  83%  since  last  spring,  but  that  doesn't 
in  itself  make  them  cheap.  Blodget,  a  god  in  the  Internet 
world  since  his  prescient  1998  forecast  of  a  big  Amazon  ad- 
vance, is  still  plugging  for  the  online  retailer,  which  has 
taken  a  77%  dive  from  its  December  1999  high.  The  un- 
daunted Blodget's  reasoning  in  touting  this  and  other  fallen 
tech  angels:  "The  industry  has  passed  its  low  point."  In 
other  words,  blue  skies  ahead. 

The  bum  steers  this  bunch  of  cheerleading  analysts  have 
foisted  upon  us  notwithstanding,  there's  something  useful 
in  Blodget's  sunny  observation.  While  I  think  the  tech  bear 
market  is  far  from  over,  I  also  know  that  when  a  tech  recov- 
ery finally  does  come,  investors  in  the  right  stocks  will  be  re- 
warded handsomely. 

Value  managers  aren't  the  Colonel  Blimps  that  some 
techies  would  have  you  believe.  We  wiil  buy  tech  stocks 
when  the  prices  are  right.  If  the  fundamentals  are  solid,  they 
belong  in  value  portfolios. 

Yet  because  more  trouble  lies  ahead  for  tech,  you  should 
zero  in  on  the  quality  tech  stocks  that  definitely  will  be  sur- 
vivors. The  trick  is  to  go  in  slowly. 

Here  are  a  number  that  deserve  serious  consideration: 

Apple  Computer  (19,  AAPL),  which  had  been  the  come- 
back kid  of  the  personal  computer  and  laptop  industries, 


stumbled  in  its  first  fiscal  quarter  (ended  Dec.  31),  lc 
58  cents  a  share,  including  writeoffs.  The  cause  was  a  s 
down  in  sales  that  triggered  a  high  inventory  buildu 
well  as  an  increase  in  promotional  spending  to  cut 
backlog.  While  inventories  are  now  close  to  normal  le 
heavy  competition  is  likely  to  put  Apple  in  the  red  for 
full  year.  However,  with  $1.7  billion  in  cash  and  a  go 
brand  name,  Apple  should  ride  out  its  current  probl 
and  bounce  back  strongly. 

Hewlett-Packard  (32,  H 
is  a  leading  provider  of  o 
puters  and  imaging  servi 
The  stock  is  down  53%  fi 
its  2000  high,  also  as  a  resu 
the  downturn  in  the  PC  n 
ket.  Hewlett,  though,  h; 
strong  position  in  both  h 
end  servers  and  printers 
should  tide  it  over.  The  st 
presents  good  value  at  a  ti 
ing  P/E  of  18  and  a  dividend  yield  of  1%. 

Intel  (34,  INTC)  is  the  leading  manufacturer  of  semic 
ductors,  another  business  the  PC  slowdown  has  not  b 
kind  to.  The  stock  is  off  60%  from  its  2000  high.  In  a  wc 
where  chips  go  into  ever  more  gadgets,  Intel  is  justifk 
confident  of  its  future  and  is  currently  budgeting  a  rec 
$7.5  billion  on  capital  expenditures  for  the  current  year. 

Despite  strategic  missteps,  Lucent  (14,  LU)  remair 
leading  designer  and  manufacturer  of  telecommunicat 
systems.  Yes,  the  company's  overoptimistic  forecasts 

2000  revenue  and  earnings  growth  did  not  pan  out.  Fc 
high-multiple  stock  the  outcome  was  deadly:  Luc 
dropped  from  last  year's  high  of  70  to  12  before  rising  tc 
current  price.  The  company  is  likely  to  be  in  the  red 

2001  before  reestablishing  an  above-average  growth  r; 
probably  in  2002. 

Vishay  Intertech  (18,  VSH)  is  the  largest  U.S.  and  Eu 
pean  manufacturer  of  resistors,  capacitors  and  induct 
and  a  producer  of  discrete  semiconductors.  The  compar 
markets  weakened  suddenly  and  sharply  in  late  2000,  a 
the  stock's  price  is  down  two-thirds  from  last  May.  Even 
the  company's  earnings  should  come  back  powerfully  fr< 
2000.  The  stock  is  cheap  at  five  times  trailing  earnings. 

The  bumpy  six  months  ahead  offer  a  good  opportur 
to  be  a  value  investor  in  techland.  And  a  winner. 


David  Dreman  is  chairman  ofDreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contrarian  In- 
vestment Strategies:  The  Next  Generation.  Find  past  columns  at  www.forbes.com/Dreman  or  use  your 

:CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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The  Patient  Investor  By  John  W.  Rogers  Jr. 


The  Leisure  Class 


I     LTHOUGH  JOHN  LENNON  HAS  BEEN  DEAD  FOR 

I  two  decades  and  the  Beatles  as  a  group  for  three, 
A  they  still  have  a  hold  on  the  public.  Lennon's 
A  Steinway  piano  recently  sold  at  auction  for  $2 
«  million.  Even  more  significantly,  a  compilation  of 
>up's  27  number  one  hits,  called  i,  quickly  became  the 
lling  album  in  19  countries  after  its  November  re- 
-and  is  still  near  the  top  of  the  charts. 

e  arrival  of  Beatlemania  in  the  early  1960s  signaled 
>t  coming  expansion  of 
tertainment  business, 
was  fueled  by  a  postwar 
ition  that  couldn't  get 
h  recreation.  The  leisure 
itertainment  industry  is 
:onomic  juggernaut, 
tion  spending  grew  an 
e  annual  7.1%  (before 
nflation  adjustment) 
1990  to  1999,  versus  a 
;rowth  overall  in  consumer  spending. 
,  this  goes  far  beyond  four  lads  from  Liverpool  and 
rid  of  pop  music.  Sports,  video  games,  gambling  and 
>n  travel  are  part  of  the  phenomenon,  v/hich  will  not 
len  the  people  of  George  W.  Bush's  generation  retire, 
lie  contrary:  At  that  point  they  will  have  more  leisure 
n  their  hands;  and  at  the  same  time  younger  genera- 
vho  grew  up  with  what  our  forebears  viewed  as  luxu- 

II  spend  their  increasing  incomes  on  having  fun.  With 
worked  gradually  rising  for  those  in  the  labor  force, 
spending  will  seem  more  necessary. 

t  long  ago  a  Caribbean  cruise  was  for  the  rich.  Now 
the  masses.  Understanding  that  before  anyone  else 
de  the  late  Ted  Arison  of  Carnival  Cruise  Lines  into  a 
aire. 

:  growing  diversity  and  attainability  of  leisure  and  en- 
ment  activities  will  keep  this  sector  alive.  Buy  more 
1  and  housewares?  The  American  consumer  is  satu- 
/ith  such  merchandise,  which  is  a  big  reason  there's  a 
retail  capacity. 

tunately  for  investors,  leisure  and  entertainment 
don't  command  large  multiples.  And  given  the  pub- 
mand  for  diversion,  an  economic  downturn  should 
rt  their  earnings  too  much.  Take  advantage  of  these 
nent  opportunities  while  they're  cheap.  And  so,  even 


The  1960s  ushered 
in  an  era  of  huge 
expansion  for  the 

entertainment  and 
leisure  industry. 


in  times  of  economic  trouble,  the  old  lyrics  come  to  me, 
speaking  words  of  wisdom:  "low  P/E." 

Back  to  the  Beatles.  Their  success  parallels  that  of  good 
money  managers,  who  combine  inborn  talent  with  collabo- 
rative magic.  Lennon  and  Paul  McCartney  turned  out  works 
of  genius  together;  the  same  can  be  said,  for  instance,  about 
canny  managers  Richard  Cunniff  and  the  now-retired 
William  Ruane  at  Sequoia  Fund,  which  outpaced  the  S&P  500 
over  the  past  ten  years.  In  either  endeavor,  music  or  invest- 
ing, technical  proficiency  is 
important,  but  glory  goes  to 
those  with  that  special  some- 
thing. If  you  had  sent  the  most 
outstanding  graduate  of  the 
Juilliard  School  to  play  with 
the  Beatles,  you  would  not 
necessarily  have  made  the 
band  any  better. 

All  this  is  my  way  of  saying 
that  some  well-schooled  Wall 
Street  savants  are  missing  good  buys: 

Carnival  (33,  CCL),  the  leading  cruise  operator,  is  off  its 
historic  highs  amid  concern  about  overbuilding.  The  con- 
cern is  exaggerated.  Only  a  relatively  small  part  of  the  popu- 
lation has  cruised  yet,  meaning  a  huge  potential  clientele 
awaits.  Plus,  cruise-takers  like  to  repeat  the  experience.  Car- 
nival trades  at  a  below-market  P/E  of  20. 

Cendant  (13,  CD)  is  still  being  punished  by  memories  of 
the  accounting  scandal  revolving  around  its  acquisition  of 
CUC.  Well,  the  episode  is  behind  the  company.  Owner  of 
Avis  and  Days  Inn,  it  is  well  positioned  to  expand  in  the 
travel  and  vacation  arena,  which  now  provides  a  majority  of 
its  revenue.  It  recendy  acquired  Fairfield  Communities,  one 
of  the  leaders  in  vacation  time-sharing.  The  P/E  is  just  14. 

Americans  love  to  gamble  during  good  and  bad  eco- 
nomic times.  Fine  news  for  International  Game  Technology 
(51,  IGT),  the  biggest  slot  machine  producer,  which  has  a  24 
multiple.  Hot  new  video  gambling  products  and  Indian 
casino  demand  are  spurring  growth. 

Hasbro  (13,  HAS)  is  the  foremost  seller  of  board  games, 
including  classic  favorites  like  Monopoly  and  Clue.  The 
stock,  whose  P/E  is  a  mere  10,  has  been  hurt  by  last  year's 
falloff  in  licensed  Pokemon  sales.  Still,  core  brands  are 
healthy  and  next  year  brings  promising  action-figure  sales 
from  Star  Wars:  Episode  II.  F 


Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management,  Inc.  the 
3  the  Ariel  Mutual  Funds.  Find  his  column  at  vww.forbes.com/rogers  or  use  your  -.CueCat  device  on 
ode  (right)  to  take  you  there  instantly. 
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:inancial  Strategy  By  A.  Gary  Shilling 


Sucker  Rally 


THE  OPTIMISTIC  VIEW  OF  THE  ECONOMY,  WIDELY 
espoused  on  Wall  Street,  goes  like  this:  The  Nas- 
daq's January  bounce  back  is  a  harbinger  of 
good  economic  news  and  its  February  retreat 
only  temporary.  Only  the  year's  first  half  will  be 
bad,  and  a  wonderful  second  half  will  follow.  The  Fed  is 
easing,  an  early  tax  cut  is  assured,  energy  prices  will  sta- 
bilize or  fall,  excess  inventory  will  soon  be  liquidated, 
and  a  Nasdaq  rally  from  bargain  levels  will  restore 
consumer  confidence  and 
spending. 

The  bulls  believe  that  in- 
vestors, businesses  and  con- 
sumers can  shrug  off  the  first 
half  s  economic  downturn — 
a  psychological  tendency  that 
old  investment  hands  re- 
member as  the  "looking  over 
the  valley"  theory  in  1973. 
That  valley,  however,  proved 
to  be  a  deep  chasm. 

It  probably  will  be  deep  and  wide  this  time  as  well,  run- 
ning through  the  balance  of  2001.  True,  the  stock  market 
sometimes  is  a  great  economic  forecaster,  but  not  every 
monthlong  twitch  is  prescient.  The  bulls  neglect  the  growing 
downside  momentum  and  the  delayed  effects  of  past  nega- 
tive forces. 

The  new  National  Association  of  Purchasing  Managers 
survey  shows  that  nonmanufacturing  business  has  plunged 
to  near-recession  levels.  Confidence  of  the  executives  run- 
ning businesses,  both  small  and  large,  is  falling,  as  are  con- 
sumer expectations.  And  upscale  consumers  aren't  immune 
to  these  problems  either:  McMansion  prices  are  getting 
slashed  and  tony  eateries  are  offering  discounts  instead  of 
insults  to  refill  tables. 

Furthermore,  five  recession  forces  have  converged  to  cre- 
ate the  perfect  economic  storm: 

First,  the  earlier  Federal  Reserve  tightening  is  still  work- 
ing through  the  economy;  it  takes  a  year  for  Fed  action  to 
run  its  course,  so  the  recent  rate  drops  won't  have  much  im- 
mediate effect.  Also,  banks,  leery  of  loan  losses  and  the  Fed's 
chastisements,  are  cutting  off  small-business  and  other  mar- 
ginal borrowers;  second-tier  commercial-paper  borrowers 
are  being  squeezed  out. 

Second,  fiscal  stimulus  in  response  to  downturns  usu- 


Is  a  strong  second 
half  coming?  No. 
The  recession  will 
last  all  year.  Forget 
market  optimism. 


ally  comes  too  late  to  curtail  the  recession.  Even  mor 
this  time,  with  the  split  Congress  and  no  presiden 
mandate,  as  noted  in  my  Dec.  11,  2000  column.  Furf 
the  leaping  surplus  was  related  to  the  stock  market's  1; 
1990s  exuberance.  With  faltering  equities,  the  surplus 
fade,  and  falling  tax  receipts  and  recession-related  spe 
ing  increases  spell  temporary  deficits.  Will  Washingtc 
tax-cutting  zeal  then  persist?  Not  likely. 

Third,  energy  cost  hikes  also  take  a  year  to  be  fully  I 
Expiring  utility  natural- 
supply  contracts  are  be 
renewed  at  much  hig 
costs.  California's  ene 
mess  is  spreading  east  a 
impairing  investor  cor 
dence  in  utilities.  Add  in 
cold  winter.  The  gnaw 
away  of  purchasing  pon 
from  energy  costs  will  co 
tinue  even  after  global  e> 
nomic  weakness  wrecks  OPEC's  pricing  power. 

Fourth,  we  will  get  further  shrinking  of  unwanted 
ventories — the  immediate  cause  of  recessions.  My  Oct] 
column,  "Watch  the  Inventories,"  was  a  lone  voice  t; 
proved  to  be  correct.  As  everyone  from  Chrysler  to 
corner  cigar  store  puts  on  the  brakes,  the  economy  \ 
feel  the  pain.  That's  despite  ever-improving  controls  a 
the  shrinking  share  of  GDP  that  belongs  to  manufacture 
Capital  spending  lags  in  recessions,  but  is  still  cyclii 
New  tech  is  killing  itself  with  excess  capacity.  Tech  advani 
are  expanding  fiber-optic  capacity  beyond  any  foreseeai 
need.  The  auto  sector  and  other  older  industries  that  t 
new-tech  gear  have  huge  excess  capacity,  too. 

Finally,  with  the  Nasdaq  Composite  P/E  at  an  unsustai 
able  141,  many  stocks  remain  vulnerable.  A  self- feeding  cy 
will  unfold  as  earnings  shortfalls  depress  stocks,  which  k 
the  confidence  and  spending  of  zero-saving  consumers;  tl 
in  turn  hurts  sales  and  profits. 

Foreign  economies  are  slipping.  And  most  are  expo 
led,  with  U.S.  consumers — who  purchase  20%  of  glol 
GDP — the  buyers  of  first  and  last  resort.  Not  for  long. 

The  early-2001  sucker  rally  looks  like  late  1973,  wh 
the  Dow  regained  two-thirds  of  its  earlier  drop  then  1 
another  41%.  Sell  stocks.  As  I've  recommended  ma 
times,  buy  bonds,  especially  long  Treasurys. 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants  and  investment  advisers. 
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isory  service  for  every 
jstor  seeking  refuge  from 
k  market  volatility. 

apital  preservation  and  maximum  income 
nary  investment  goals,  you  may  already 
scovered  the  market- defying  advantages  of- 
ivestment  grade  and  high-yield  bonds, 
ionvertible  preferred  stocks  and  bonds, 
referred  stocks. 

•  many  savvy  investors  these  low-risk  income 
ies  are  the  conservative  armor  that  protects  a 
io.  But  as  interest  rates  fall,  you  could  also 
killing  in  high-yield  bonds.  During  the  last 
period,  for  example,  one  high-yield  bond  fund 
id  38%  in  1991,  45%  in  1992,  and  39%  in  1993. 
if  you  are  an  equity  investor  who's  wondering 
low?". . .  perhaps  it's  time  to  put  at  least  part  of 
)rtfolio  into  income  securities. 
■  you  going  to  hang  in  and  hope  the  market 
s?  Or  are  you  ready  to  trade  "hope"  for  the 
ty  that  your  capital  is... 

afe  from  the  volatility  of  the  stock  market, 
arning  up  to  100%  greater  income  than  it 
/ould  from  equity  stocks, 
ositioned  to  grow  by  14%. .  .18%. .  .even  20% 
r  more  a  year. 

w,  whether  you  know  a  preferred  from  a 
tible,  Forbes  has  teamed  up  with  the  leading 
ty  on  bonds,  convertibles  and  preferred  stocks 
you  the  expert  guidance  you  need  to  take  full 
age  of  these  specialized  investments. 
w,  whether  you  trade  on  line  or  want  more 
se  than  your  broker  may  be  able  to  offer,  you 
/e  timely,  portfolio-proven  advice  and  the 
nendations  you  need  to  protect  your  nest 
inst  market  volatility  as  well  as  increase  your 
ies  income  by  up  to  100%. 

NASDAQ  plummeted  50%,  Lehmann's 
rtfolio  of  high-yield  bonds  actually 
ntinued  to  pay  13.25%  cash  income! 

3  year  2001  promises  to  be  a  premier  year 
)me  securities.  You'll  have  the  information 
sd  to  get  started  when  you  subscribe  to 
Lehmann  Income  Securities  Investor. 


Richard  Lehmann  - 


Richard  Lehmann  has  been  a 
recognized  authority  on  income 
securities  for  more  than  25  years. 
He  is  a  contributor  to  Forbes, 
The  Financier  and  the  Municipal 
Finance  Journal.  He  is  frequently 
quoted  in  the  Wall  Street  Journal. 
Barrons.  Money,  the  New  York 
Times  and  industry  publications 
such  as  CFO  Magazine. 
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If  you're  bruised  and  battered  by  the  volatility  of 
the  stock  market,  why  not  consider  this  proven-effec- 
tive program  of  capital  protection? 
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Act  now,  mail  the  card  at  left  or  for  fastest  service. . . 


CALL  TOLL-FREE  1-800-765-3816 

..        /    ■    .  inJl  :  1.  i  :  


B_R_E_S_LjltF_E  | 

EDITED  BY  JOSHUA  LEVINE 


sures 


w  I  N  E  I  Tradition-loving  devotees 


BY  QUENTIN  HARDY 

A CROWD  OF  9,200 
zinfandel  partisans 
converged  on  San 
Francisco  in  January 
to  taste  the  first  of 
1999's  new  vintage, 
some  of  it  only  recendy  bottled,  some 
drunk  straight  from  the  barrel.  Their 
verdict?  Zowie!  Oenophile  and  ama- 
teur alike  say  '99  should  go  down  as 
the  best  year  of  the  last  ten  for  zinfan- 
del— a  decade  that  saw  not  just  the 
comeback  but  the  redemption  of  Cali- 


of  zinfandel  are  finding  bliss  in  a 

fornia's  quintessential  red  wine. 

That's  r-e-d.  Not  pink.  Certainly 
not  white.  In  the  eyes  of  zin  traditional- 
ists, wine  producers  sinned  immeasur- 
ably in  the  1980s  by  using  zinfandel 
grapes  to  make  insipid  soda-pop-like 
white  zinfandels. 

Zinfandel  was  one  of  the  first 
grapes  grown  in  California,  imported 
there  after  the  Gold  Rush  by  the  '49ers. 
Like  those  hardy  miners,  zin — in  its 
original  incarnation — was  famous  for 
its  feistiness  and  full-bodied  intensity. 
Flavor?  A  mix  of  ripe  berries,  spice, 


two-word  mantra:  old  vines. 


pepper,  tar  and  tannic  earth.  Color: 
blazing  garnet.  No  wonder,  then,  tr 
when  white  zin  later  came  alor 
purists  viewed  it  with  all  the  disdair 
Texan  might  muster  for  a  vegetat 
barbecue. 

Credit  for  zin's  redemption  go 
largely  to  a  group  called  Zinfandel  A 
vocates  &  Producers  (ZAP).  Founded 
1991,  it  took  as  its  motto:  "The  fii 
obligation  of  wine  is  to  be  red." 

Now  some  6,000  members  stror 
ZAP  has  emerged  as  one  of  the  larg< 
and  most  active  consumer-based  wi 


190 


S  -  March  5,  2001 


lizations  anywhere.  Its  showcase 
is  San  Francisco's  annual  ZAP 
ral,  held  the  last  week  of  January, 
also  mounts  other  festivals 
id  the  world,  throughout  the 
see  box). 

lis  year's  San  Francisco  convo- 
i  drew  50%  more  people  than 
ear's.  They  met  at  Fort  Mason 
:r,  on  the  city's  northern  water- 
,  an  old  district  revived  by  arti- 
The  buildings  ZAP  called  home 
lay  weren't  much  to  look  at — 
vo  old  converted  warehouses  on 
ner  Army  wharf.  But  attendees 
come  for  the  architecture.  They 
up  to  drink. 

lis  is  not  a  glass-swirling,  let-it- 
le  kind  of  crowd.  Rock-concert 
icity  crackled  through  the  crisp 
ing  air,  as  aficionados  waited 
stivities  to  start.  Their  mood? 
drink  it  nowV  It  was  like  wait- 
er the  Oklahoma  land  rush. 
— bang! — the  doors  opened, 
55  producers  uncorked  better 
500  different  varieties, 
le  '99  vintage,  as  we  noted,  is 
-the  product  of  a  year  that 
naker  Leon  Sobon  of  Sobon  Es- 
nd  Shenandoah  Vineyards  calls 
about  perfect:  an  extra-long 
ng  season  with  no  weird 
ler  and  plenty  of  time  for  the 
>  to  ripen  slowly." 
nong  the  wines  drawing  maxi- 
attention  were  "old-vine"  zin- 
ls — so  called  because  their 
:omes  from  vines  dating  as  far 
as  the  1860s  but  still  going 
g.  It's  debatable  whether  cen- 
old  root  stocks  are  the  best 
:or  all  wine  grapes,  but  the  ar- 
nt  here  is  that  since  old  vines 
illy  were  planted  in  areas  with- 
-rigation,  the  flavor  of  wine 
from  their  fruit  tends  to  be  es- 
lly  concentrated  and  intense. 
)rt,  old-vine  zins  are  the  strict 
lesis  of  (and  a  welcome  anti- 
o)  white. 

e  sampled  a  number  of  these 
-but-goodies  and  can  recom- 
the  following,  all  of  which  are 


Reds  rule.  Among  500  varieties  of  zin  uncorked 
in  San  Francisco,  there  wasn't  a  white  in  sight. 

I Getting  Zapped 
The  tastings  schedule  for  Zinfande! 
Advocates  &  Producers  (530-274-4900; 
www.zinfandel.org)  includes:  London, 
Feb.  25-27;  Amsterdam,  Mar.  I;  Dusseldorf, 
Mar.  3-6;  Austin,  Apr.  23;  Scottsdale, 
Apr.  25;  Las  Vegas,  Apr.  26.  See  Web  site 
for  prices.  Membership  costs  $25  ($30 
per  couple)  and  includes  a  quarterly 
newsletter,  discounts  at  events  and  mem- 
ber wineries— and  a  T  shirt. 
To  buy  a  wine  mentioned  in  this  arti- 
cle, call  the  vineyard.  Depending  on  what 
state  you're  in  (geographically  speaking), 
you  can  either  buy  it  directly  (shipping 
costs  range  from  $l3-$50  per  case)  or 
you  can  get  the  name  of  a  nearby  retailer: 
Ravenswood,  888-669-4679;  Haywood 
Winery,  800-325-2764;  Robert  Biale  Vine- 
yards, 707-257-7555;  Sobon  Estate,  209- 
245-4455;  Turley  Wine  Cellars,  707-963- 
0940;  Martinelli  Winery,  707-525-0570; 
JC  Cellars,  510-749-9463;  Saxon  Brown 
Wines,  707-939-9530. 


made  from  vines  at  least  100  years  old: 

•  Turley  Wine  Cellars'  Hayne 
Vineyard,  $75:  A  powerful,  oaky 
monster.  So  sought  after  is  this  wine 
that  at  auction  it  brings  as  much  as 
$120.  Tamer  and  easier  to  find — but 
still  formidable — is  another  in  Tur- 
ley's  stable  of  zins,  labeled  simply 
"Old  Vines,"  $22. 

•  Saxon  Brown  Wines'  Zinfandel, 
$38:  Vines  from  the  1890s  still  impart 
notes  of  berry  and  briar. 

•  JC  Cellars'  Bolduc,  $35:  This 
dark-red  bruiser  has  a  blackberry 
nose  and  a  long  spiced  finish.  It  needs 
a  few  years  in  the  botde  to  develop  its 
full  complexity. 

•Ravenswood's  Monte  Rosso,  $30: 
Intense,  with  a  hint  of  vanilla  and  co- 
riander spice  and  a  vanilla-cherry  fin- 
ish. Firm  acidity  makes  it  lively  and 
juicy  in  the  mouth. 

•  Sobon  Estate's  Fiddletown,  $18: 
Exotic  and  complex,  made  from 
Amador  County  vines.  For  the  price, 
this  may  well  be  the  best  Califor- 
nia zin. 

Old-vine  wines  were  by  no  means 
the  only  stars  of  the  show.  Meritori- 
ous zins  from  vines  merely  middle- 
aged  (or  younger)  include: 

•Martinelli  Winery's  Jackass  Hill, 
$75:  Talk  about  full-bodied.  This 
popular,  hard-to-find  zin  could  with- 
stand a  nuclear  attack.  Plan  on  drink- 
ing it  to  celebrate  the  end  of  World 
War  III.  It  sells  at  auction  for 
$90-$ 120. 

•  Robert  Biale  Vineyards'  Spenker 
Selection,  $30:  Rich  notes  of  chocolate 
and  black  currant. 

•  Ravenswood's  Teldeschi,  $30:  A 
good  example  of  crisp,  raspberry  fruit 
from  Sonoma's  Dry  Creek  region. 

•  Haywood  Winery's  Morning  Sun, 
$30:  Displays  the  delicious  concentra- 
tion of  fruit  typical  of  grapes  grown  (as 
these  were)  at  higher  altitudes. 

All  of  these  are  no-nonsense  reds 
you  can  drink  with  pride,  knowing 
you  have  kept  faith  with  zin's  past. 
Somewhere  high  above  you,  as  you 
sip,  a  grizzled  prospector  is  smiling 
down  and  giving  you  his  blessing.  F 
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33  Twist 


BY  JONATHAN  DAVIS 

JUST  WHEN  YOU  THOUGHT 
you'd  finally  achieved  true  hip- 
ness  by  adding  Pilates  (or  some 
such  trendy  discipline)  to  your 
fitness  routine,  the  wheel  of 
physical  culture  has  turned  yet  again. 
Early  adopters  are  gravitating  toward 
an  even  newer  and  certainly  more 
avant-garde  regimen  called  Gyrotonic. 

This  system  of  rotational  exercises 
has  already  caught  on  with  dancers,  mar- 
tial artists,  physical  rehab  patients  and  a 
smattering  of  celebrities.  But  Gyro's 
greatest  appeal  may  ultimately  be  to 
golfers,  since  the  exercises  lengthen  mus- 
cles and  loosen  joints,  thus  adding  both 
finesse  and  oomph  to  one's  golf  swing. 

Conrad  Lawrence,  a  Los  Angeles 
golf  instructor  who  has  devoted  20 
years  to  coaching  duffers,  argues  that 
titanium  putters  and  depleted  uranium 
drivers  do  only  so  much  to  improve  a 
player's  stroke.  "Everybody  can  buy  the 
same  equipment  the  pros  use,"  he  ex- 
plains. "Players  who  want  a  real  advan- 
tage have  to  train  their  bodies."  For 
him  personally,  that  means  a  Gyrotonic 
workout  session  three  times  a  week. 
Andrew  Kahn,  57,  a  consultant  in  the 
apparel  industry,  recently  tried  Body 
Balance — a  popular  swing  improve- 


ment program.  After  taking  several  Gy- 
rotonic sessions,  however,  he's  con- 
vinced Gyro  is  "far  superior." 

The  exercises  are  performed  on  a  pe- 
culiar-looking piece  of  equipment — a 
combination  pulley  tower/exercise  bench 
called  the  Gyrotonic  Expansion  System, 
or  GXS — which  a  British  commentator 
has  likened  to  a  cross  between  a  medieval 
torture  rack  and  a  gynecological  exami- 
nation table.  Others  have  compared  it  to 
an  art  nouveau  hall  stand.  A  better 
metaphor?  It's  the  Claudia  Schiffer  of  ex- 
ercise devices — tall,  blonde,  European- 
looking  and  more  than  a  bit  intimidat- 
ing, at  least  until  you  get  to  know  it. 

The  acquaintance  begins  with  se- 
curing yourself  by  leather  straps  to  the 
pulley  tower  or  grasping  the  iron-and- 
wood  handles  of  a  pair  of  rotating 
wheels  on  the  bench.  Then  you're  ready 
to  perform  carefully  choreographed 
sets  of  circular  movements  with  both 
the  arms  and  legs.  The  degree  of  resis- 
tance can  be  increased  by  adding 
weighted  plates  or  by  tightening  vari- 
ous knobs.  The  movements  promote 
flexibility,  coordination  and  en- 
durance— not  strength  alone. 

That's  exactly  the  mix  of  attributes 
conducive  to  better  golf,  says  Matt  J. 
Aversa,  a  Gyrotonic  trainer  in  Manhat- 


fitness  |  Looking  for  the 
next  big  thing  in  exercise? 
Gyrotonic  promises  to  make  y 
stronger,  more  limber.  It  miglr 
even  shave  a  few  strokes  off 
your  golf  game. 

tan.  He  argues  that  bigger  muscles  a» 
ally  can  impede  performance  in  sp' 
requiring  fluidity  of  form.  "Why  pi 
tice  bench-pressing  300  pounds  w 
what  you  really  want  to  do  is  loosen 
to  hit  the  ball  300  yards?"  he  asks. 

To  understand  what  he  mean 
tried  a  Gyro  session.  Even  though  I 
ercise  regularly  on  a  TotalGym — 
other  pulley  tower  device — the  GXS 
me  feeling  beneficially  sore  in  plao 
never  knew  I  had  muscles.  I  also  felt 
been  stretched  an  inch  taller. 

Whether  you're  lying  on  your  b 
and  pulling  the  pulley  tower  cords, 
seated  on  the  bench  and  rotating 
exercise  wheels,  it's  hard  to  use  the  C 
and  not  think  about  circles.  The  a 
exercises  look  simple  enough,  bu 
takes  coordination  to  execute  a  do- 
wise  circle  with  your  right  hand  wr 
going  counterclockwise  with  your  '. 
(especially  while  alternately  archi 
and  curling  your  back).  The  leg  ex 
cises  are  performed  lying  on  the  ben 
with  your  feet  secured  in  the  leatl 
straps.  This  allows  for  familiar  exerci 
such  as  scissor  kicks  and  bicycling  to 
performed  in  the  air,  against  resistan 

Where  can  you  try  this  out  yourse 
Right  now  there  are  218  Gyrotonic  si 
dios  worldwide,  with  126  in  the  U.S.  (I 
the  address  of  one  near  you,  visit  Gyi 
tonic's  Web  site  at  www.gyrotonic.con 
Instruction  is  priced  about  the  same 
for  other  forms  of  personal  training  ($ 
to  $65  an  hour),  with  lower  rates  for  s« 
sions  not  requiring  an  instructor. 

The  machine  is  pricey — $4,500.  B 
inventor  Juliu  Horvath  plans  to  introdu 
a  cheaper  version  for  in-home  use  short 
An  infomercial  already  is  in  the  works. 

Horvath,  59,  is  a  former  gymna. 
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r  and  swimmer  who  escaped  to 
S.  from  Romania  in  1970.  He 
i  with  major  companies  in  New 
nd  Houston  until  an  Achilles  ten- 
ijury  sidelined  him.  To  treat  his 
he  developed  a  system  of  yoga  he 
1  Gyrokinesis.  He  then  designed 
line  to  provide  mild  resistance  to 


complement  the  moves.  Voila — the  GXS. 

Gyro's  converts  make  up  a  diverse 
bunch.  Morton  Levin,  a  book  distributor 
still  active  at  age  77,  works  out  vigorously 
on  the  GXS  for  90  minutes  twice  a  week. 
"In  school  I  wrestled,  I  played  lacrosse  and 
I  played  ice  hockey.  This  is  better  for  you," 
he  says.  Debra  McGee,  a  22-year-old 


dance  student  at  Marymount  Manhattan 
College,  prefers  Gyrotonic  to  Pilates, 
whose  comparatively  linear  movements 
left  her  feeling  only  stiff.  Asked  the  all-im- 
portant question — what  should  one  call 
Gyro's  adherents? — she  thinks  a  moment, 
cocks  an  eyebrow  and  suggests:  "Gyro- 
babes?"  Too  soon  to  know.  F 


Fate  Worse  Than  Death 

D  I  N  G  |  British  physician  Jan  Bondeson  exhumes  the  blood- 
ng  history  of  premature  burial. 

SAN  ADAMS 

I  DGAR  ALLEN  POE  WASN'L  MAKING  IT  UP. 
The  author  of  the  harrowing  story  "Pre- 
mature Burial"  may  well  have  read  the 

d  supposedly  true-life  tale  of  the  Pennsylva- 

mer's  wife  whose  tomb  was  opened  to  reveal 

igers  missing.  She  had  apparently  gnawed 

iff  in  agony.  Or  the  caretaker  in  Sweden  who 

)itiful  groans  coming  from  the  grave  of  a  preg- 

rl,  exhumed  her  body,  and  discovered  she  had 

>irth  in  her  coffin,  writhing  in  blood. 

h  grotesque  stories  were  a  sta- 

19th-century  media,  and  for  good 

.  Nothing  else  can  scare  the  bejesus  out  of 

ite  like  the  image  of  a  living  person  sealed  in  a  tomb. 

dea  quickens  your  pulse,  you're  going  to  love  Buried 

W.W.  Norton,  $25,  2001),  by  British  physician  Jan 

;on. 

dern  medicine  makes  premature  diagnosis  of  death 
obable.  (But  not  impossible;  last  month  a  Boston 
l  in  a  body  bag  at  a  funeral  home  started  gurgling  and 
shed  to  a  hospital,  where  she  was  revived.)  As  Bonde- 
ninds  us,  though,  it  was  not  so  long  ago  that  a  fierce 
raged  about  just  how  to  recognize  the  end  of  life, 
oughout  the  18th  and  19th  centuries  a  variety  of  re- 
stimuli  were  applied  to  corpses  to  ensure  that  they 
ideed  dead,  including  urine  mouthwashing,  tobacco- 
enemas,  nipple-pinching  and  red-hot  pokers  up  the 
arters.  In  1846  French  physician  Eugene  Bouchut  pro- 
:hat  the  newly  invented  stethoscope  be  used  to  deter- 
vhether  a  heart  had  stopped  beating,  but  he  was 
y  shot  down. 

:ed  by  fear,  many  people  took  matters  into  their  own 
In  case  a  careless  doctor  should  pronounce  him  dead 
le  was  traveling,  Hans  Christian  Andersen  laid  a  card 
iresser  before  he  went  to  sleep.  "I  am  not  really  dead," 
The  great  Danish  storyteller  requested  that  his  arter- 
slashed  before  burial.  Composer  Frederic  Chopin 
i  that  his  body  be  dissected. 


The  fear  of  premature  burial  took  its 
most  revolting  form  in  Germany  between 
1790  and  1860,  when  local  governments 
constructed  a  total  of  50  Leichenhauser, 
or  waiting  mortuaries,  of  decaying 
corpses  reeking  of  putrefaction.  The  un- 
dead  were  expected  to  ring  a  bell  upon 
regaining  consciousness. 

American  ingenuity  produced  a  bet- 
ter mousetrap.  In  the  late  19th  century 
U.S.  inventors  patented  elaborate  secu- 
rity coffins,  equipped  with  windows,  air- 
holes, speaking  trumpets  and  electric  sig- 
nals triggering  bells.  Deluxe  models  even 
included  lights,  heaters  and,  yes,  tele- 
phones. 

How  many  corpses  dialed  out?  Bon- 
deson finds  no  solid  proof  that  anyone 
did.  But  given  the  shakiness  of  early  diagnosis,  he  is 
certain  that  some  people  were  indeed  buried  alive,  espe- 
cially during  cholera  epidemics,  when  the  fear  of  conta- 
gion prompted  quick  burials. 

In  1937  Angelo  Hays  was  interred  in  the  village  of  St. 
Quentin  de  Chalais  after  a  motorcycle  accident.  When  insur- 
ance inspectors  exhumed  him  a  few  days  later,  they  discov- 
ered that  Hays  was  still  alive.  A  head  injury  had  caused  his 
system  to  shut  down  temporarily,  making  him  appear  dead. 
Hays  recovered  and  went  on  to  invent  his  own  security  coffin 
equipped  with  a  chemical  toilet  and  radio  transmitter.  He  be- 
came a  minor  celebrity  in  France,  performing  for  a  TV  audi- 
ence from  six  feet  under. 

Though  Bondeson  reassuringly  lays  out  the  current  crite- 
ria for  certifying  death — electroencephalograms  and  electro- 
cardiographs determine  exactly  when  the  brain  and  heart 
shut  down  for  good — the  living  occasionally  still  slip 
through. 

Like  Maureen  Jones,  whose  family  doctor  sent  her  off  in  a 
hearse  in  April  1996.  Lucky  for  Jones,  a  policeman  saw  her 
foot  move  and  rushed  her  to  intensive  care.  The  59-year-old 
diabetic  had  collapsed,  probably  because  she  had  eaten  too 
little,  causing  her  blood  glucose  to  fall  dangerously.  Jones  re- 
covered. Not  nearly  as  romantic  as  Lady  Madeline's  return 
from  the  tomb  in  Poe's  The  Fall  of  the  House  ofU<her.  But  just 
about  as  terrifying.  F 
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Receive  Value  Line 
for  only  s55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-pagc  Investors  Reference  Library  —  Value  Line's 
most  recent  Ratings  and  Reports  on  1  700  stocks  and  the  practical  guide 
How  to  Invest  In  Common  Stocks   You  will  also  receive  analyses  of  about 
130  stocks  each  week  for  10  weeks  for  $55  Available  only  once  every  three 
years  to  any  household    SPECIAL  BONUS:  J.K.  LASSERS  YOVR  INCOME 
TAX  2001.  This  Indispensable  guide  covers  all  new  tax  law  changes  as  well 

as  tax-planning  and  money-saving  strategies   Hundreds  of  examples  and 
Icons  highlight  key  points   Also  Included  with  the  guide  Is  a  free  supplement 
with  usable  forms  and  latc-breaklng  tax  news   A  514  95  value  -  yours  free 
with  your  Value  Line  subscription  while  supplies  last  Your  subscription  may  i 
be  tax-deductible,  consult  your  tax  advisor  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or 

CALL  TOLL-FREE  1-800-535-9651 

BONUS  CODE   516NFZL05    American  Express.  MasterCard,  Visa  or  Discover 
24  hours  a  day,  7  days  a  week  II  you  are  nol  completely  satisfied  return  all  materials 
in  good  condition  wilhin  30  days  from  the  start  of  your  trial  subscription  lor  a  full 
refund  of  your  lee  Allow  4  weeks  lor  delivery  Foreign  rates  upon  request 
_  Order  Online  at  www.valueline.com/ads/f51nf 

-The  Value  Line  Investment  Survey*,, 

PO  Box  3988.New  York  NY 
10008-3988 


Luxury  Yachting 


L'ELEGANCE 


Luxurious  5  SR  Feadship  Delightful,  comfortable 
8  sophisticated  interior  decor.  Huge  sunbalning 
areas.  Oflered  lor  sale  or  charter  Central  Agent 


SUNSEEKER 


156'  Trinity  Motoryacht  23  knot  cruise  5 
stateroom.  Pear  wood,  marble  *  granite  interior. 
Oltered  for  sale  Worldwide  Central  Agent 


PERFECT  PERSUASION 


2000  84'  Sunseeker  Manhattan.  New  to  market. 
Four  stateroom  layout  with  full  beam  master 
Caterpillar  power  25  knot  cruise.  Central  Agents. 


150'  Oceanfast  MY  Transatlantic  range  25  kts  top 
speed  Gorgeous  interior  decor.  10  guesls  in  5 
spacious  SRs  For  sale  or  charier.  Central  Agents 


MORAN  YACHT  &  SHIP  INC. 

WORLDWIDE  CHARTERS  •  YACHT  MARKETING  •  CONSTRICTION  CONSULTANTS 
1300  S.E.  17th  St.,  Ft.  Lauderdale,  FL  33316  •  (954)768-0707 
E-mail:  sales@moramachls.com  Web  She:  http://wMw.moranvachts.com 


Business  Opportunities 


e-incor porate.com  |  why  didn't  i  think  of  that 


•  Registered  agent  services 
•U.S.  bank  accounts  opened 

•  Nominee  director  services 
Delaware  Incorporation  Handbook 

Delaware  Business  incorporators,  inc. 

800.423.2993 


That's  the  response  we  hear  after  we 
explain  our  unique  and  exciting 
opportunity.  If  you're  looking  for  a 
simple  business  with  HIGH  INCOME 
POTENTIAL  and  absolutely  no 
downside,  let's  talk.  Investment 
required. 


Call  1-800-675-6144 


For  information  and  rates  on  advertising  in  the  next 
Forbes  Business  Classified  Section  contact: 
Media  Options  (1-800-442-6441  for  ad  rates  & 
ad  information  only)  Fax:  1-973-694-8371 

E-mail:  mediopt@aol.com  Charge  TOUT  HO.. 


Arrange 

equipment  lew  •  Factoring  •  Business 
loans  of  ALL  types  •  No  experience  needed. 

~S8SST 

SEE  FOR  YOURSELF! 
Visit  us  at  www  virwTLCcom  where  nuking 
money  is  as  easy  as  receiving  your  E-mail! 
RECEIVE  A  COLOR  INFO  KIT 
AND  FREE  VIDEO  SEMINAR 
The  Loan  Consultants, 
1983 


Legally  &  Ethically 


Own YOUR  Own 
OFFSHORE  BANK 

FREE  Report 

800-733-2191 


OFFSHORE 


fot» 


♦Companies 
♦Banking 

tScyCardS  Capital  Asset 

♦rnvacy  Management 

(800)710-0002      Free  Brochure 
Visa/MC/Amex  www^isetprotectloacom 


S  OVER  THREE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Cost  To  Review  Businesses 
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have  outstanding  references  and 

good  communication  skills. 
24-hr.  recording  (800)  653-4497 
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Certificate  Program. 
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its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  tor  charter  in  Greece. 
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BUT 
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THOUGHTS 

On  the  Business  of  Life 


TAT 

/        t    hat  is  it  about  Howard  Cosell  that  irritates  so  many?  This  editor  received  two  let- 
ta/     m/  from  opposite  coasts  but  sharing  a  common  thought.  The  second  one: 

▼  ▼  "There  is  the  possibility  of  revenge  via  the  color  controls.  I  like  to  make  Howard 
Cosell's  face  purple  so  I  can  fantasize  that  he's  choking  to  death  on  his  tongue."  Fellow  boob-tuber 
Johnny  Carson,  the  night  before  the  Ali-Spinks  championship  fight,  reminded  his  viewers  that  they 
could  watch  it  "free  on  television,"  and  then  added,  "Well,  not  exactly  free.  You  have  to  listen  to 
Howard  Cosell"  —MALCOLM  S.  FORBES  ( 1 978) 


Televisions  perfect.  You  turn  a  few  knobs, 
a  few  of  those  mechanical  adjustments  at 
which  the  higher  apes  are  so  proficient, 
and  lean  back  and  drain  your  mind  of  all 
thought.  And  there  you  are  watching 
the  bubbles  in  the  primeval  ooze. 

—RAYMOND  CHANDLER 


There  is  nothing  more  mysterious  than 
a  TV  set  left  on  in  an  empty  room. 
It  is  even  stranger  than  a  man  talking 
to  himself  or  a  woman  standing  dream- 
ing at  her  stove.  It  is  as  if  another  planet 
is  communicating  with  you. 

—JEAN  BAUDRILLARD 


/  hate  television.  I  hate  it  as  much  as 
peanuts.  But  I  can  t  stop  eating  peanuts. 

—ORSON  WELLES 


If  we  had  the  right  technology  back  then, 
you  would  have  seen  Eva  Braun  on  the 
Donahue  show  and  Adolf  Hitler  on 
Meet  the  Press. 

—ED  TURNER 


Today's  audience  knows  more  about 
what's  on  television  than  what's  in  life. 

—LARRY  GELBART 


Television  is  for  appearing  on, 

not  looking  at. 

—NOEL  COWARD 


Television  is  the  bland  leading  the  bland. 

—MURRAY  SCHUMACH 


In  the  days  of  Caesar,  kings  had  fools 
and  jesters.  Now  network  presidents 
have  anchormen. 

—TED  KOPPEL 


Television  is  a  medium  of  entertainment 
which  permits  millions  of  people  to  listen 
to  the  same  joke  at  the  same  time,  and 
yet  remain  lonesome. 

— T.S.  ELIOT 


We  love  television  because  television 
brings  us  a  world  in  which  television 
does  not  exist. 

—BARBARA  EHRENREICH 


Do  not,  on  a  rainy  day,  ask  your  chil 
what  he  feels  like  doing,  because  I  as: 
you  that  what  he  feels  like  doing,  yoi 
won't  feel  like  watching. 

—FRAN  LEBOY\ 


Everything  is  being  compressed  into  t 
tablets.  You  take  a  little  pill  of  news 
every  day — 23  minutes — and  that's 
supposed  to  be  enough. 

—WALTER  CRONK 


The  best  that  can  be  said  for  Norweg. 
television  is  that  it  gives  you  the 
sensation  of  a  coma  without  the  won 
and  inconvenience. 

—BILL  BRYS 


A  Text... 

Which  of  you  by  taking  thoughi 
can  add  one  cubit  unto  his  statu 

—MATTHEW  < 

Sent  in  by  Shirley  Koiner,  Crystal  Springs,  J 
What's  your  favorite  text?  The  Forbes  Boc 
Quotations:  Thoughts  on  the  Business  ofLi 
given  to  senders  of  Bible  texts  used. 


More  than  14,000  "Thoughts."  arranged  alphabetica. 
subject,  are  available  in  a  900-page,  one-vol 
deluxe  edition.  Vie  Forbes  Book  of  Quotations:  Thougf 
the  Business  of  Life.  The  price  is  $40,  plus  $3.50  ship 
and  $1  per  item  for  handling  (add  applicable  sales 
To  order,  please  call  toll-free,  1-800-876-6556. 
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Broadband  is  changing  everything. 

From  oniine  movies  to  business  transforming  Internet  applications. 
The  future  is  exciting  but  unknowable.  But  one  thing  is  for  certain: 

a  quantum  leap  in  demand  for  the  global  optical  network. 
The  superfast,  superbroad  boulevards  of  light  coming  out  of  Corning. 
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)  10  HOURS  OF  VACATION  VIDEO? 
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LIBRARY  OF  CONGRESS 


www.corning.com 


CORNING 

Discovering  Beyond  Imagination 


p  your  snap-happy  passengers  that  they  just  relax  and  enjoy  some  tunes  on  the  stereo.  The  Acura/Bose*  Music  System 
>c  in-dash  CD  changer,  to  be  exact.  And  leave  the  pictures  to  tripod-wielding  professionals.  ®ACURA 


For  more  information,  call  1-800-TO-ACUR^ 


Deutsche  Banc  Alex.  Brown  identifies  the  investment  banking  activities  of  Deutsche  Banc  Alex  Brown  Inc  (U  S  )  and  Deutsche  Bank  Securities  Ltd  (Canadal  which  are  indirect  subsidiaries  of 

Deutsche  Bank  AG.  t  Trademark  application  pending 


Deutsche  Banc  Alex.  Brow 


Once  again,  clients  named  Deutsche  Ban 
the  world's  #1  investment  bank 


"For  the  second  year  in  succession, 
Deutsche  Bank  ranks  number  one  in 
Euromoney's  annual  survey  of  the  world's 
biggest  and  best  providers  of  financial 
services. ..Deutsche  Bank  dominates... 
by  a  wide  margin.  " 

Euromoney,  January  2001 
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first,  so  would  we.  Another  reason  why 
Deutsche  Bank  is  leading  to  results. 
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A  Revolution 

With  help  from  Julia 
Roberts,  Bruce  Willis 
and  Adam  Sandler,  the 
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By  Brett  Pulley 
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REMENT        INSURANCE        MUTUAL  FUNDS        TRUST  SERVICES         TUITION  FINANCING 


Should  you  put  money  in  an  IRA? 

That's  not  the  question. 
The  question  is,  which  IRA? 


On  one  hand,  it's  a  very  simple 
decision.  The  tax  advantages  of 
an  IRA  make  it  easy  to  build  the 
funds  you'll  need  down  the 
road.  But  do  you  invest  in  a  Roth 
IRA?  Are  you  eligible  for  a  tax 
deductible  Classic  IRA?  Should 
you  consolidate  retirement 
accounts  in  a  Rollover  IRA? 

The  answers  you  need 
from  people  you  trust. 

At  TIAA-CREF,  we've  become 
one  of  the  foremost  retirement 
organizations  in  the  world'  by 
helping  people  like  you  answer 
guestions  like  these. 


Log  on  to  our  Web  site  and 
you'll  find  clear  explanations  of 
the  rules,  tax  advantages  and 
benefits  that  can  make  your 
choice  simpler.  Or  give  us  a  call. 
Our  phones  are  staffed  by  expert 
financial  counselors — not 
commissioned  salespeople. 

Whose  IRA  is  just  as 
important  as  which  IRA. 

Whichever  IRA  you  choose, 
your  investments  will  receive  the 
same  dedication  to  long-term 
performance,  low  expenses, 
and  a  full  range  of  account 


and  investment  options  that 
you  would  expect  from  the 
TIAA-CREF  group  of  companies. 

Also,  you  can  open  an  IRA 
with  a  small  investment,  and 
even  download  prospectuses  and 
obtain  your  application  online. 
Which  makes  getting  started 
with  the  TIAA-CREF  group  as 
easy  as  getting  answers  from  us. 

For  the  answers  and  IRA 
you  need,  just  log  on  to 
www.tiaa-cref.org/iras  or 
call  1  800  842-1924 


Ensuring  the  future  for 
those  who  shape  it. 


1  8  0  0  8  4  2  -  1  9  2  4   dept:  N73 


www.tiaa-cref.org 
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LIBERTY  MUTUAL  FIELD  INVESTIGATOR 


BUSINESS  AUTO 


HOME 


LIFE 


Form  an  in-house  safety 
team  to  evaluate  and  record 
accidents  as  they  happen. 

Provide  your  supervisors  with 
an  accident  checklist  of 
steps  to  take  immediately 
after  an  accident  occurs  - 
it  aids  in  the  collection  of 
important  information  and 
care  of  the  injured  worker. 

Report  accidents  immediately, 
the  more  time  that  passes, 
the  harder  it  is  to  determine 
what  actually  happened. 


Wit's  my  job  to  be  an  excellent  judge  of 
character. ..  to  determine  when  someone 
is  telling  the  truth  and  when  they're 
committing  insurance  fraud.  Of  course,  most 
people  are  honest,  but  the  ones  who  aren't 
cost  businesses  and  workers  $25  billion  a 
year.  That's  why  I'm  available  at  a  moment's 
notice  to  throw  my  gear  in  the  trunk  -  cameras, 
hard  hats,  ladders,  recording  devices  -  anything 
I  need  to  discover  the  truth.  I  talk  to  witnesses, 
take  photos  of  car  wrecks,  follow  tire  tracks 
down  muddy  roads,  watch,  listen. ..whatever  it 
takes  to  make  sure  the  good  guys,  and  the  bad 
ones,  get  exactly  what  they  deserve.  ffff 
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Earnings  From 
The  Crypt 


Just  because  you  are  dead 
doesn't  mean  that  you  can't 
make  a  good  living.  Espe- 
cially if  you  happened  to  be 
famous  while  alive.  Lucrative 
licensing  agreements  and  fat 
royalty  checks  keep  rolling  in 
long  after  many  celebrities 
have  shuffled  off  this  mortal 
coil.  Consider  Elvis  Presley. 
Last  year  the  King  pulled 
down  an  estimated  $35  mil- 
lion— $15  million  of  it  from 
Graceland  admissions — 
making  him  the  richest  guy 
in  the  graveyard. 

Nipping  at  Elvis'  ankle  bones  is  Peanuts  creator  Charles  Schultz,  who  has 
debuted  his  posthumous  career  by  earning  $20  million  since  his  death  at  age 
77  from  colon  cancer  in  February  of  last  year. 

Others  in  our  first  annual  survey  of  the  cemetery  include  Lord  of  the  Rings 
author  J.R.R.  Tolkien  ($7  million),  Theodor  (Dr.  Seuss)  Geisel  ($17  million) 
and  reggae  shaman  Bob  Marley  ($10  million).  For  the  complete  list  of  the  13 
highest-paid  deceased  individuals  go  to  www.forbes.com/dead. 

CELEBRITY  POWER  LIST  TOP 


Long  live  the  King:  Elvis  Presley. 


£  1 

- 

f 

Tom  Cruise 

Tiger  Woods 

Beatles             Britney  Spears 

Bruce  Willis 

For  an  interactive  version  of  the  Celebrity  100,  visit 
www.forbes.com/celebritylOO  or  use  your  :CueCat 
device  on  the  cue  code  (right)  to  take  you  there  instantly. 


New@Forbes.com 

How  many  ear  reconstructions  coul 
Mike  Tyson  buy  with  his  20C 
earnings?  Find  out  the  answ< 
and  more  in  Forbes.com's 
celebrity  trivia  game. 
www.forbes.com/ celebtr  iv 

Access  Forbes'  Archives,  with  nearly 
four  years'  worth  of  FORBES 
magazine,  Forbes  ASAP,  FORBE 
GLOBAL  and  Forbes  FYI  online 
www.forbes.com/archives 


NewsBits 

Ten  Stocks  That  Could  Change  the 
World  Larry  Waschka,  preside 
of  the  $100  million  (assets) 
Waschka  Capital  Investments 
shares  his  picks  from  his  new 
book,  Ten  Stocks  That  Could 
Change  the  World.  One  pick: 
Global  Crossing.  For  more,  gc 
to  www.forbes.com/waschka. 

The  New  Face  of  Swedish  Socialism 
Conventional  wisdom  says 
capitalism  thrives  only  in  a 
low-taxation  free  market  with 
government  intervention  at  a 
minimum.  But  from  1995  to 
1999  Sweden,  the  world's  lead 
ing  welfare  state,  led  the  world 
in  annual  growth  for  venture 
capital  investment  in  informa 
tion  technology  and  telecom- 
munications. Sweden  is  still  sc 
cialist — and  likely  to  remain 
so — but  the  entrepreneurial 
part  of  the  economy  is  thriv- 
ing. www.forbes.com/sweden 
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NTT 


Do  Co  Mo 


En  route  to  a 
borderless  world. 


Beyond  The  Mobile  Frontier 


Hutchison  3G 


Dmagine  an  advanced  worldwide  mobile  network  that  brings  everyone,  everywhere  the  freedom  and 
convenience  of  borderless  mobile  multimedia  communications. 
Through  strategic  alliances  with  industry  leaders  AT&T  Wireless  and  America  Online,  Inc.  in  the  U.S., 
Hutchison  Telephone  Company  Limited  and  KG  Telecommunications  Co.,  Ltd.  in  Asia,  KPN  Mobile  N.V.  and 
Hutchison  3G  UK  Holdings  Limited  in  Europe,  and  Tele  Sudeste  Celular  Participates  S.A.  in  South  America, 
NTT  DoCoMo  is  well  on  the  way  to  making  this  dream  a  reality 

Our  phenomenal  i-mode  service  in  Japan  already  provides  over  19  million  cellular  users*  with 
economical,  one-touch  access  to  the  Internet.  And  our  May  2001  debut  of  the  world's  first  3G  (third- 
generation)  mobile  communications  services  -  known  as  FOMA**  and  empowered  by  W-CDMA  (Wideband 
Code  Division  Multiple  Access)  -  will  enable  these  users  to  enjoy  Super  high-speed  mobile  transmission 
of  multimedia  content  as  well. 

We  are  confident  that  our  win-win  relationships  will  one  day  lead  to  borderless  multimedia  services  - 
and  a  brighter,  more  convenient  future  for  everyone. 

As  of  February,  2001 .   *  *FOMA  (Freedom  Of  Mobile  multimedia  Access)  is  the  name  used  In  Japan  for  NTT  DoCoMo  W-CDMA  services. 


r  DoCoMo,  IMC.  •  http://www.nttclocomo.com  •  Redefining  Mobile  Communications  Fro 
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SIDE  LINES 


Scene  from  The  Producers. 


The  COSt  Of  Capitalism  Old  joke  in  Hollywood: 
accounting.  Art  Buchwald  got  a  lot  of  laughs  out  of  his 
forts  to  collect  on  a  profit  participation  in  the  hugeiy  si 
cessful  Coming  to  America.  According  to  Paramount  P 
tures'  books,  there  was  urn 
no  profit.  In  the  1968 
Mel  Brooks  comedy 
The  Producers,  Zero 
Mostel  plays  a  crooked 
Broadway  producer 
who  sells,  many  times 
over,  profit  shares  in 
what  he  hopes  will  be  a 
flop,  "Springtime  for 
Hitler."  Alas,  the  musi- 
cal is  a  hit. 

Built  into  the  cost  of  capital  for  any  industry,  but  esp 
daily  the  entertainment  industry,  is  a  huge  frictional  co 
Namely,  the  investors  supplying  the  capital  have  to  allow  1 
the  possibility  that  their  capital  will  be  ripped  off  or  squa 
dered.  One  of  the  ancient  problems  of  managerial  capit; 
ism  is  that  the  managers  often  have  no  particular  incenti 
to  be  frugal  with  money  that  belongs  to  someone  else. 

Joe  Roth,  the  movie  producer  pictured  on  the  cov 
has  made  an  interesting  stab  at  the  problem  of  friction 
the  capital  market.  Using  a  time-honored  method  to  i 
duce  his  risks,  he  has  arranged  for  $3  billion  in  capital 
preselling  distribution  rights  to  his  next  36  films.  Sep 
rately,  he  has  raised  $250  million  in  seed  capital  from  t 
same  sources.  He  vows  to  eliminate  the  cost-plus  ment; 
ity  that  has  given  Hollywood  obscene  overhead  costs.  Tr 
promise,  plus  his  acknowledged  skill  at  monetizing  st£ 
like  Bruce  Willis  and  Julia  Roberts,  has  generated  an  i 
stant  $1  billion  paper  value  for  his  $250  million 
tangible  equity. 

Brett  Pulley,  the  entertainment  and  media  writer  who  a 
alyzes  Roth's  economics  in  the  story  beginning  on  page  1 1 
has  looked  at  the  frictional  cost  of  capital-raising  before,  h 
story  published  a  year  ago  (for  a  link,  see  forbes.com/sidelinc 
he  noted  that  Playboy  Enterprises  had  taken  the  unusual  st 
of  promising  in  advance  not  to  shortchange  public  shai 
holders  in  any  acquisition  of  the  company.  That  ought  to  i 
crease  the  public's  willingness  to  hold  Playboy  shares.  F; 
play?  What  a  novel  concept. 

Capitalism  could  use  a  lot  more  innovations  like  the: 
The  U.S.  capital  market  is  pretty  slick  compared  with,  say  t 
Russian  market,  but  it  still  has  many  billions  of  dollars 
friction  in  it. 
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u  didn't  get  where  you  are  by  following  someone  else's  agenda  So  why  start  now?  At  Rank  of  America  Private  Bank, 
!  can  customize  an  investment  portfolio  that  meets  your  needs  alone.  It  might  include  bonds  for  income  potential, 
idge  funds  for  managing  risk.  Real  estate  for  diversification.  The  goal?  Solid  performance  under  all  market 
nditions.  That  means  anticipating  changes  and  making  adjustments  to  your  portfolio  accordingly.  Building  your 
:ure  successes  with  our  creativity?  Why  not? 
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Merchandising  and  Events  Director:  Karen  Moroney; 

Desigr^CentCTCreativeDirector:  Susanne  Fritzlo 

Forbes  Custom  Communications  Partners: 

John  Caldwell,  President 

Forbes  Conference  Group: 

Rick  Johnson,  VP/GM;  Greg  Ewing,  Dir.  Sales; 
Director:  Karen  Edelman 

Forbes  Investors  Advi  or]  i.  Mate 

Wallace  Forbes,  President;  Vahan  Janjigian,  Director 
Advertising  Business: 

Harry  LeGates,  Business  Manager,  Joyce  McCracken,  Mgr.  Sales 
Information;  Chevonne  Huggin  Sht-nert  Myers,  Ivette  Reyes, 
Robin  Stein;  Patricia  Deckelnick,  Adv.  Services  Manager; 
Michelle  Ciulla,  Peter  Kelleher,  Kim  Lau 


The  Happy  Tax 

I  have  plenty  of  friends  who  brag 
about  how  they  cheat  on  their  taxes 
("Are  You  a  Chump?"  Mar.  5,  p.  122). 
This  approach  to  life  makes  for  noth- 
ing but  headaches  and  unhappiness. 
All  the  people  I  know  who  actively 
pursue  a  course  of  life  that  includes 
cheating  on  taxes  are  unhappy  in  their 
marriages  (for  the  most  part),  have 
copious  financial  problems,  hate  their 
jobs — in  general,  are  just  plain  whin- 
ers  and  complainers  who  can't  see  be- 
yond their  own  selfish  needs. 

Give  me  a  little  less  cash  on  the 
15th  but  all  the  other  invaluable  joys 
of  life  that  make  for  one  sunny  day 
after  another.  I'm  only  35,  but  barring 
any  unavoidable  tragedies  in  my  life, 
I'm  sticking  to  my  plan. 

DON  WILKINS 
Meridian,  Idaho 

Defeat  for  Fleet 

After  reading  your  article  on  Fleet  Fi- 
nancial ("The  Craftiest  Buyer  in 
Banking,"  Dec.  25,  2000,  p.  68),  where 
you  describe  Terry  Murray  as  a 
"predator,"  it's  easy  to  see  why  that 
company's  reps,  supervisors  and 
managers  display  such  a  cantankerous 
attitude:  They  treat  their  customers  as 
their  victims.  Terms  such  as  "cus- 
tomer loyalty"  and  "customer  satis- 
faction" are  of  no  concern  to  those  at 
Fleet.  Should  Mr.  Murray  succeed  in 
acquiring  First  Union,  I'll  be  the  first 
person  to  pull  my  money  out  and 
head  for  the  exit  door.  I'm  sure  I 
won't  be  alone.  Reputable  banks  that 
are  willing  to  serve  their  customers 
are  a  dime  a  dozen. 

LILIANA  SUAREZ-MURIAS 
Boca  Raton,  Fla. 

Survival  Instincts 

As  a  backpacker  who  frequents  the 
Adirondacks,  I  have  a  few  comments 
regarding  "Stormy  Weather"  (Feb. 
19,  p.  66),  knowing  that  Gore-Tex 
has  saved  my  skin  many  times.  I 
guess  if  I  were  a  competitor  like 
John  Bragg  of  Marmot  I  wouldn't 


Gold  Finger?  Not. 

Your  article  on  Kleiner  Perkins 
Vinod  Khosla  ("The  Man  With 
the  Golden  Touch,"  Feb.  19, 
p.  86)  is  interesting  for  all  the 
wrong  reasons.  How  many  peo- 
ple will  lose  money  listening  to 
the  kind  of  hype  he  has  to  spin 
now  that  hundreds  of  billions 
of  dollars'  worth  of  market  cap 
has  vaporized  on  the  kinds  of 
companies  he  likes  to  promote? 
I  would  use  any  comments  of 
his  vis-a-vis  tech  trends  as  a 
contrary  indicator  to  base  short 
interests  on.  A  guy  like  this 
could  vaporize  George  W. 
Bush's  tax  rescue  plan  in  a  mat- 
ter of  weeks. 

KEN  FEDIO 
Vancouver,  British  Columbia 


recommend  Gore-Tex,  either. 

If  I  were  going  to  have  my  nai 
and  reputation  hanging  on  a  prodi 
as  Gore  does,  I  would  certainly  want 
make  darn  sure  that  it  was  a  qual 
garment.  And  I  would  definitely  wa 
to  check  out  the  quality  of  the  garms 
before  it  got  to  the  market.  I  don't  f 
that  doing  that  is  "arrogant,"  as  dc 
Darcy  Lee  of  Cold  As  Ice.  As  a  retii 
chemist,  I  know  that  I  would  also  w; 
to  go  to  any  lengths  necessary  to  prot 
my  trade  secrets — even  to  the  extent 
not  telling  an  executive  officer.  So  w 
does  your  reporter  have  to  know? 

Gore-Tex  is  expensive,  and  I  ce 
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For  those  who 
are  extremely  driven. 

But  also  like  to  drive. 


! 


Rolex  Cosmograph  is  one  or 
most  versatile  timepieces  in  the 
ix  collection.  With  three  recorders 
register  elapsed  hours,  minutes 
seconds,  a  large  stopwatch  sweep- 
nd  hand  and  a  graduated  bezel,  it 


can  precisely  measure  elapsed  time 
and  indicate  average  speed  or  rate  of 
production.  Naturally,  the  Cosmograph 
is  the  watch  of  choice  for  hard-driving 
individuals  whether  at  the  helm  of 
a  company  or  the  wheel  of  a  racecar. 


f 


osmograph  in  1  8kt  gold  with  matching  Oyster  bracelet  For  the  name  and  location  of  an  Official  Rolex  Jeweler  near  you,  ^3  f\ -w-  -t-j  vv> 
all  1-800-36ROLEX  Rolex,  #,  Oyster  Perpetual,  Oyster,  Daytona,  and  Cosmograph  are  trademarks,  www.rolex.com     Ftl  "  J  I  1  Pi 


 ! 


ISINC  TO  THE  TOP  IS  OUR  PRIORITY  TOO. 


Convenience  and  comfort  coupled  with  an  innate  sense  of  luxury: 
The  Towers  at  The  New  York  Palace.  Private  lobby  and  elevators. 
A  personal,  multi-lingual  maitre  d'etage.  A  staff  trained  to  respond  to  the  needs 
and  pace  of  doing  business.  In-room  dining  prepared  by  Le  Cirque  2000  or  Sushisay. 
Your  pleasure,  your  preferences  are  paramount.  Reserve  with 
your  travel  planner  or  call  1-800-palace  t. 


NEWiSYOR  (C-s 


455  Mad 


READ  E  R  S  SA 


tainly  would  enjoy  seeing  it  at  a  id 
price.  However,  when  it  comes  to  k< 
ing  dry  in  the  rain  it's  a  "must  have 
at  almost  any  price. 

ROBERT  F.  PETERjj 
Vestal,  1 

Hey,  I'm  No  Deadbeaf 

Not  all  people  who  own  prepaid 
phones  were  turned  down  for  com 
tional  cell  phones  with  contracts 
cause  of  bad  credit  ("Soft  Cell,"  Ma 
p.  156). 

I  had  a  cell  phone  and  a  contj 
with  AT&T  a  few  years  ago,  and  desi 
the  fact  I  had  a  plan  that  cost  less 
minute  than  I  have  now  with  my  \ 
paid  phone,  I  got  tired  of  paying 
those  little  "extras."  I  was  lucky  if  I 
a  monthly  bill  under  $100. 

Now  I  can  purchase  airtime  w 
I  want.  While  I  do  not  recomme 
chatting  on  these  phones  for  ho« 
they  are  the  perfect  solution  for  th 
of  us  who  live  alone  and  like  the 
curity  of  having  a  phone  to  call 
wherever  we  may  go,  without  the 
pleasant  surprise  of  a  bill  at  the  « 
of  the  month.  FORBES  is  being  unrt 
istic  by  claiming  these  phones  are  a 
fit  for  indigents  or  the  homeless.  I 
neither — and  I  like  them  a  lot. 

ANNETTE  DLUGO 
Las  Vegas,  fr 

Kinetic  Energy 

"Truth  and  Labeling"  (Feb. 
p.  14)  incorrectly  stated  informat 
about  the  Kinetics  Internet  Fund.  It's  c 
sifted  as  a  specialty  technology  fund 
Morningstar  and  has  45%  of  its  assets 
vested  in  tech  companies,  not  1 1%. 

Travel  Delay 

In  "Brokerage  Hotel"  (Jan. 
p.  140)  we  incorrectly  reported  that 
delity  Investments  delayed  an  investc 
request  to  liquidate  a  Fidelity  accou 
The  delay  was  caused  by  Quest  Cap 
Management,  which,  along  with  R 
mond  James  Financial  Servic 
arranged  the  transfer. 


1  lit  TOWERS 

on  Avenue  at  50th  Street  New  York,  New  York  10022 
ww.newyorkpalace.com 


□ 


Send  e-mail  to  readers@forbes.c 
Letters  will  be  edited.  Please  incl 
address  and  phone  number. 


"he  most  comfortable  seat  in  business 


flown  Qantas  Business  Class,  nothing  else  will  do.  Our  'Dreamtime  Seat'  comes  with  the  comfort  of 
ronic  adjustment  and  a  10  channel  personal  video.  Our  food  combines  a  unique  approach  to  freshness 
j  Our  wines  speak  for  themselves,  and  the  service  is  courtesy  of  a  team  of  dedicated  flight  attendants, 
el  agent  or  Qantas  at  (800)  227-4500  and  make  a  comfortable  business  decision.  The  Spirit  of  Australia. 


www.qantas.com 


■ 


Bacteria  Tested 
as  Digital  Circuit 

Use  in  Chips  May  Dwarf  Silicon 


»t  ex 


Qts  show  that  bactej 


{Now  it  gets  in 


INFORMER 


EDITED  BY  WILLIAM  P.  BAR 


informer@forbes.com 


Haft  full  or  Haft  empty: 
Robert  M.  Haft. 


Oedipus  Tax 


►  The  Internal  Revenue  Service  wants  $555,000  from  entre- 
preneur Robert  M.  Haft,  who  won  $38  million  from  Washing- 
ton, D.C.  area-based  Dart  Group  after  father  Herbert  Haft  fired 
him  as  its  president  in  1993  amid  a  spectacular  Forbes  400 
family-list  feud.  Haft  fib  paid  $12.9  million  in  1996  federal 
taxes  on  his  court  win,  but  only  after  subtracting  a  $3.4  mil- 
lion contingent  legal  fee,  which  the  IRS  is  challenging.  He 
could  use  the  loot.  The  4.2  million  shares  of  HealthCentral.com 
he  has  left  after  selling  it  his  Vitamins.com  last  lune  have  fallen 
in  value  from  $  1 7  million  to  $ !  .7  million.  — Janet  Novack 

News?  News?  What's  That? 

►  The  Daily  Oklahoman,  owned  by  Forbes  400  member 
Edward  L.  Gaylord,  82,  ran  a  gushing  story  last  year  saying  his 


Opubco  Energy  had  merged  into  Ricks  Ex| 
ration.  But  here's  a  local  story  his  paper  has 
printed:  Subsidiaries  of  Apache  Corp.  and  Mun 

Oil  sued  Ricks  in  Oklahoma  City  federal  col 
on  Jan.  19,  claiming  a  Ricks  unit  stole  prof 
etary  data  allowing  it  to  win  a  bidding  wai) 
drill  a  gas  field  in  British  Columbia.  The  s 
was  withdrawn  just  five  days  later — after  Ri< 
gave  up  the  drilling  rights.  Ricks  says  it's  p 
vate.  No  comment  from  Gaylord.    — W.P 

<  Debt  Relief  for  the  Rich 

►  Hundreds  of  American  investors  in  Uoy 
of  London  insurance  syndicates  facing  big  a 
demands  for  pre- 1994  liabilities  have  a  nj 
ray  of  hope.  An  obscure  provision  insert 
into  the  bankruptcy  reform  law  now  pendi 
in  Congress  would  require  United  Stai 
courts  to  ignore  British  legal  rulings  that  the  "names"  mi 
pay  up  despite  claims  they  were  defrauded.  Even  sweeter,  tl 
investors  would  not  even  have  to  be  in  personal  bankrupl 
to  take  advantage  of  this,  meaning  they  could  hold  on 
other  wealth.  Lloyd's  lobbyists  are  working,  well,  royally  to  \ 
this  mandate  stricken  before  it  becomes  law.  — /. 

Going  the  Wal-Mart  Way 

►Some  staffers  at  Merrill  Lynchs  private-bank-like  Family  C 
fice  Group,  which  coddles  about  50  families  with  net  wort 
of  $100  million  and  more,  are  grumbling  now  that  they  ha 
been  moved  into  its  Wealth  Management  Services  unit.  T 
minimum  assets  to  get  in  that  door  are  only  $1  million — 
even  less,  which  in  the  private-banking  game  is  pretty  close 
riffraff.  The  nation's  largest  stockbroker  says  it  hopes  t 
move  will  help  reach  a  broader  market.  — Ashlea  Ebelh 


Nothing  Secondary  Abflullhese  Paychecks 


New  England  is  famous  for  its  upper-crust  boarding  schools.  (George  W.  Bush  and  his  dad  both 
attended  Andover.)  With  average  compensation  topping  $260,000,  the  heads  on  this  list  earn 
more  than  do  presidents  of  many  far  larger  colleges.  —  W.P.B. 


SCHOOL 

LOCATION 

TOP  PERSON 

COMPENSATION 

Choate  Rosemary  Hall 

Wallingford,  Conn. 

Edward  Shanahan 

$314,883 

Deerfield  Academy 

Deerfield,  Mass. 

Eric  Widmer 

228,347 

Groton  School 

Groton,  Mass. 

William  Polk 

311,157 

Hotchkiss  School 

Lakeville,  Conn. 

Robert  H.  Mattoon 

276.000 

Phillips  Academy 

Andover,  Mass 

Barbara  L.  Chase 

241,944 

Phillips  Exeter  Academv 

Exeter,  N.H. 

Tyler  Tingley 

229.408 

St.  Paul's  School 

Concord,  N.H. 

Craig  B.  Anderson 

277,650 

Taft  School 

Watertown,  Conn. 

Lance  R.  Odden 

219.032' 

'Plus  one-time  "longevity  payment"  of  $364,286. 


Source:  Latest  available  IRS  Form  990  filings. 
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Want  to  make  your  business  more  productive?  Make  it  more  portable. 


The  Sprint  PCS  Wireless  Wetf"  for  business  gives  your  employees  a  fast,  secure  connection 
to  your  company's  network,  even  when  they're  out  of  the  office.  With  their  wireless  Internet- 
ready  Sprint  PCS  Phone™  they  can  submit  reports,  place  orders,  send  and  receive  e-mail, 
even  access  Microsoft  Exchange  and  Siebel  eBusiness  Applications  -  all  in  real  time. 
Plus,  they'll  enjoy  crystal-clear  calls,  thanks  to  the  only  all-digital,  all-PCS  nationwide 
network  serving  more  than  300  major  metropolitan  areas  and  all  major  airports. 

To  start  making  your  business  more  productive,  call  1-888-895-4186  or  visit  sprintpcs.com. 


Sprint 


The  Sprint  PCS  Clear  Wireless  Workplace.  Because  business  can't  wait. 


Sprint  PCS 


;S  Wireless  Web  Browser  is  not  available  while  roaming  off  the  Sprint  PCS  Network.  Subject  to  credit  approval.  Sprint  PCS  Wireless  Web  service  may  not  be 
available  in  select  affiliate  markets.  Terms  and  restrictions  for  Sprint  PCS  Wireless  Web  services  are  available  in  the  Wireless  Web  brochure.  ©2001  Sprint 
All  rights  reserved.  Sprint,  Sprint  PCS,  Sprint  PCS  Wireless  Web,  Sprint  PCS  Phone  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  L  P 


JDEDWARDS 


DESIGNATE  YOURSELF 


EXECUTIVE 

Fl 

REEDOM 

Fl 

GHTER. 

Rattle  some  cages.  Deploy  the  troops.  It's  time  to  power  up  your  enterprise's  collaborative  network.  After  all,  it's 
collaboration  that's  driving  profitability  in  the  Internet  Economy.  A  collaborative  network  lets  you  share  information 
and  processes  with  the  outside  world  —  so  you  can  harness  the  power  of  your  partners,  vendors,  customers  and 
employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  collaborate,  you  need 
absolute  freedom  That's  what  you  get  from  I  D.  Edwards.  We  provide  the  only  Web-enabled,  enterprise-wide  foundation 
that  gives  you  the  freedom  to  choose  the  best  solutions.  You  can  run  with  any  idea.  Plug  in  any  application.  And 
connect  with  any  business  partner  running  any  software.  Ready  to  enlist?  Visit  www.jdedwards.com/freedom. 


THE   FREEDOM  TO   CHOOSE.   THE  P( 
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Fixer-Upper 


OUR  STORY  ON  HOME  DEPOT  NAILED  WHAT  THE  GIANT  RETAILER  DOES 
right,  but  hardly  explored  what  might  happen  should  the  economy  sour. 
Falling  prices  for  lumber  and  drywall  as  well  as  procrastinating  do-it-your- 
selfers were  enough  to  hand 
the  Atlanta-based  chain  its 
first  quarterly  profit  decline 
since  1985.  For  the  three 
months  ended  in  January,  the 
retailer  was  down  20%.  Ex- 
pansion plans  are  being  cut. 
Vendors  are  already  bled  dry 
after  years  of  Depot's  brow- 
beating them  for  gross  mar- 
gin gains.  Arthur  Blank,  who 
graced  our  cover,  quit  as  chief 
executive  (and  will  soon  leave 
the  chairman's  job,  too)  to 
make  room  for  the  new  chief, 
Robert  Nardelli,  former  boss 
at  GE  Power  Systems. 
Exiting  chief,  Arthur  Blank.  — Bruce  Upbin 


JANUARY  22,  2001 

Sultans  of  Spin 

SEEMS  LIKE  ONLY  YESTERDAY  THAT 
Sun  Microsystems  Chief  Executive 
Scott  McNealy  and  President  Edward 
Zander  were  explaining  how  an  eco- 
nomic slowdown  would  actually  be  a 
good  thing  for  the  computer  giant. 
Their  theory,  delivered  with  straight 
faces:  In  hard  times  companies  would 
buy  even  more  Sun  servers,  because 
those  machines  make  companies 
more  efficient.  Didn't  take  long  for 
Zander  and  McNealy  to  get  tangled 
in  their  own  spin  cycle.  In  late  Febru- 
ary Sun  admitted  to  analysts  that  its 
business  had  hit  a  brick  wall.  Sales 
will  grow  only  10%  to  13%  this  quar- 
ter versus  the  25%  rate  analysts  had 
expected;  profits  will  be  off  50% 
from  earlier  estimates.-DameZ  Lyons 

NOVEMBER  15,  1998 


A  Day  Late 


PUT  YOUR  MONEY  SOMEWH  ERE  ELSE, 
we  advised  in  our  storv  about  Off- 


Road  Capital,  one  of  the  first  outfits 
to  make  then-red-hot  venture  capital 
investing  available  to  the  masses.  Sure 
enough,  eight  months  after  Off- 
Road's  first  offering,  Nasdaq  began  to 
tank.  The  San  Francisco-based  com- 
pany laid  off  a  third  of  its  120  em- 
ployees in  February  and  is  now  woo- 
ing institutional  investors,  citing  lack 
of  interest  among  individuals. 
There's  a  lesson  here:  When  the  little 
guy  can  get  in,  the  getting's  not  worth 
it.  — Luisa  Kroll 

JANUARY  22.  2001 

Washed  Out 

WE  BLAMED  POLAROID  EXECUTIVE 
Vice  President  Judith  Boynton  for 
defections  of  marketing  and  prod- 
uct-development executives.  Now 
Boynton  is  out.  Insiders  say  belea- 
guered Chief  Gary  DiCamiilo  fired 
her — and  that  he  might  be  next  to 
go.  In  a  sign  of  desperation,  in  Feb- 
ruary DiCamiilo  suspended  debt- 
laden  Polaroid's  15-cent  quarterly 
dividend.         — Michael  Ozanian 


FLASHBACKS 


75  YEARS  AGO  IN  FORBES  NOVEMBER  15,  19 


Th 


Even  the  Lights  Worked 

is  something  about  the  people,  the  climate,  the  prospen 
the  progressiveness  of  California  that  captivates  you. 
there  does  not  appear  to  be  such  a  grinding  struggle 
elsewhere.  Buoyancy  abounds.  California  combines' 
wealth  of  the  East  with  the  democratic  hospitality  of  i 
West.  The  abundance  everywhere  of  flowers  and  fru 
and  trees  creates  a  cheerful  atmosphere.  Progress  is 
the  very  air.  You  see  happiness  on  all  sides. 

30  YEARS  AGO  IN  FORBES/JULY  15,  1971 

Shadow  on  Sunbeam  n0m 

least  of  the  reasons  for  Sunbeam's  uninspiring  profit  mi 
gins  is  that  the  company  has  been  enterprising,  to  say  I 
least,  in  thinking  up  new  kinds  of  gadgets.  Among  its  firs 
the  electric  frying  pan  (1953)  and  the  portable  hair  drt 
(1956).  Under  its  Sunbeam,  Oster,  Northern  Electric  a 
Hanson  brand  names,  the  company's 
pell-mell  introduction  of  new  gad- 
gets and  new  models  has  resulted 
in  a  difficult-to-manage  total  of 
over  400  products.  The  inefficien- 
cies of  a  hugely 
varied  product 
line  have  been 
understood 
since  the  days  of 
Henry  Ford,  who  made 
a  bundle  by  offering  his 
Model  T  in  any  color  so 
long  as  it  was  black. 
In  February  Sunbeam  filed  for  bank- 
ruptcy protection  after  a  protracted  financial  odysi 
brought  on  by  the  management  of  ousted  chief  execut 
Albert  J.  (Chain  Saw)  Dunlap. 

20  YEARS  AGO  IN  FORBES/OCTOBER  26.  19 


In  19 


Word  From  the  Oracle 

with  the  DJI  below  600,  Warren  Buffett  told  FORBES  he  I 
like  "an  oversexed  man  in  a  harem"  and  plunged  back  ii 
the  stock  market.  How  does  he  feel  now?  The  DJI,  adjusl 
for  inflation,  is  not  much  above  its  1974  level.  "There  wc 
be  a  great  buying  juncture  for  stocks  until  there's  one 
bonds,"  he  says.  How  can  stocks  compete  with  bonds 
current  yields,  he  asks.  Buffett  is  not  yet  convinced  1 
Administration  has  inflation  licked,  and  until  it  easi 
bonds  will  remain  under  pressure.  But  don't  sell  all  yc 
stocks.  Buffett  says  he's  fully  invested  in  them.  Why?  "\ 
lose  less  to  inflation  than  with  most  other  investment 
he  says.  But  he  doesn't  expect  a  bull  market  soon, 
doesn't  feel  the  old  sap  rising. 
By  October  of  1985  the  Dow  was  61%  above  its  Octol 
1981  level. 
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THEY  SAY 

BUSINESS  IS  WAR. 

7,500  MILES  WILL  HELP  YOU 

FIND  PEACE. 


It's  OK  to  retreat  once  in  a  while,  just  make  it 


on  your  own  terms.  What  better  incentive  is 


there  than  7,500  bonus  miles?'  Or  earning  one 


AAdvantage®  mile  for  every  dollar  your  business 


spends,2  knowing  these  miles  may  never  expire.3 


In  addition,  there  are  quarterly  and  annual  account 


summaries,  and  a  range  of  business-related  discounts. 


Equipped  with  benefits  like  these,  you'll  find  the 


Citi*  Platinum  Select  '  A  Advantage*'  Business 


card  to  be  a  powerful  business  weapon. 


j: 


ADMIT  IT,  YOU'RE  RICH 


Yes  you. 

No,  it's  no  use  looking  surprised.  Somewhere 
along  life's  meandering  road  you  managed  to  pass  that 
certain  point,  and  here  you  are.  One  of  them.  One  of 
those  people  who  "normal"  people  whisper  about, 
under  their  breath  to  their  friends,  and  say  politely,  but 
with  an  undeniable  trace  of  envy,  "You  know  so-and-so, 
well  they're  pretty  well  off,  comfortable,  affluent, 
wealthy,  rolling  in  it,  (or  simply)  rich." 

\ 


of  money,  I  have  worked  hard  for  all  my  life,  something 
I  am  truly  capable  of  handling  on  my  own?" 

The  point  at  which  a  person  is  rich  is  the  point 
when  they  realize  that  their  wealth  is  a  responsibility 
they  can  no  longer  shoulder  alone.  And  it  is  at  this  point 
that  we  at  U.S.  Trust  would  like  to  say  one  word  to  you, 
"Welcome." 

Welcome  to  a  company  that  has  been  dealing 
exclusively  with  affluent  individuals  and  families  since 


/ 


BUT  I  DON'T  FEEL  RICH!  you  protest.  "Why,  I  still  hunt  for 
bargains  at  the  store,  my  favorite  meal  is  a  burger  and  fries, 
I  can't  remember  how  old  my  watch  is,  I  still  have  to  walk  the 
dog  at  midnight,  and  the  only  chauffeur  in  our  family  is  me." 


/ 


\ 


Being  rich  is  not  about  extravagance,  excess  or 
expense.  Being  rich  is  about  numbers. 

As  an  exercise,  get  out  all  the  brokerage 
account  statements  you've  stuffed  into  that  old  file  and 
start  adding  them  up  -  your  mutual  funds,  ira,  4oi(k), 
any  deferred  compensation,  stock  options,  and  if 
you've  really  been  fortunate,  whatever  you  made  from 
that  nice  IPO.  Now  after  you've  tallied  it  all  up,  take  a 
moment  to  consider  your  total.  Underline  it  a  couple  of 
times.  Then  ask  yourself  this  question.  "Is  this  amount 


1853.  That  aims  to  preserve  and  enhance  your  lifetime's 
work  rather  than  gamble  with  it,  by  combining  long- 
term  tax-intelligent  strategies  with  proprietary  invest- 
ment research.  And  that  creates  a  delicate  balance  of 
wealth  management  services,  from  private  banking  to 
estate  planning,  appropriate  to  your  unique  situation. 

Go  ahead  and  say  "I  am  rich"  one  more  time. 
It  should  feel  a  little  better  now. 

For  more  information,  please  call  i-soo-ustrust 
or  visit  our  web  site  at  www.ustrust.com. 


U.S.TRUST 

WELCOME. 


Member  f  Die 
©  2001  U.S.  Trust  Corporation 


Most  times  it  takes  about  1 5  minutes  to  take  control  of  your  401  (k). 


You  take  control  of  your  future 
by  investing  in  a  401  (k).  But  then 
you  may  sacrifice  control  by 
changing  jobs  and  leaving  the 
savings  in  your  401(k).  Now,  15 
minutes  is  all  it  takes  to  regain 
that  control. 

With  Fidelity  Rollover  Express,' 
it's  now  easier  than  ever  to  con- 
solidate your  retirement  savings 
into  one  account  that  you  manage. 


You  decide  how  it's  invested  — 
from  individual  stocks  to  mutual 
funds.  And  you  get  one  statement 
with  all  your  retirement  savings. 

If  you  have  one  or  more  401  (k)s 
from  former  employers  that  you'd 
like  to  roll  over  and  get  control  of, 
call  us.  We  have  the  service,  the 
retirement  planning  tools  and  the 
experienced  people  to  help  you 
see  yourself  succeeding. 


Fidelity 

Rollover  Express 

Changing  jobs?  Take  your  retirement  savings  with  you. 

Fidelity  Rollover  Specialists  can  help  you: 

•  Complete  the  application 

•  Contact  your  former  employer 

•  Speed  up  the  transfer  of  funds 

•  Implement  your  investment  strategy  using  stocks,  mutual  funds  or  bo 


Fidelity 


Investments 


1-800-FIDELITY  Fidelity.com/rollover 


Certain  retirement  assets  ?-p  not  eligible  for  rollover  to  an  IRA. 

ore  complete  information  an  any  f'unri  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free  prospectus  and  read  it  cj 

wse-1        jctn  ties  of  ndividual  companies  and  general  market  and  economic  news.  Investment  returns  may  vary. 


AND  COM MfJiX 


l  Steve  Forbes,  editor-in-Chief 
Hth  all  thy  getting  get  understanding" 


HERNANDO  DE  SOTO  FOR  PRESIDENT 


W,  THAT  IS.  THIS  TROUBLED  LATIN  AMERICAN  COUNTRY 
^residential  election  next  month.  De  Soto  is  a  long  shot, 
:  is  by  far  the  best  candidate.  Unlike  just  about  everyone 
)day,  De  Soto  understands  intimately  that  one  of  the 
;t  stumbling  blocks  to  economic  progress  in  formerly 
mnist  or  developing  countries  such  as  Peru  is  the  lack 
U-defined,  easily  accessible  property  rights  that  we  in 
S.  and  the  West  take  for  granted, 
a  FORBES  article  last  year  De  Soto  estimated 
billion  poor  people  in  the  Third  World  and 
r  communist  nations  hold  real  estate  worth 
$9  trillion.  But  thanks  to  ill-defined  property 
hese  assets  are  dead  capital.  The  landholders 
mortgage  what  they  don't  officially  own  or 
oveboard  municipal  services  or  utilities.  Re- 
>er,  the  biggest  source  of  new  startup  business 
1  in  the  U.S.  comes  from  entrepreneurs  tak- 
it  mortgages  on  their  houses. 
De  Soto  puts  it,  "The  poor  inhabitants  of  these 
is — five-sixths  of  humanity — do  have  things,  but  they  lack 
ocess  to  represent  their  property  and  create  capital.  They 
ouses  but  not  titles;  crops  but  not  deeds;  businesses  but  not 
■s  of  incorporation.  It  is  the  unavailability  of  these  essential 
entations  that  explains  why  people  who  have  adapted 
other  Western  invention  have  not  been  able  to  produce 
ent  capital  to  make  their  domestic  capitalism  work." 
:  Soto's  most  recent  book,  The  Mystery  of  Capital:  Why 
dism  Triumphs  in  the  West  and  Fails  Everywhere  Else,  bril- 
lays  out  how  the  property  rights  we  take  for  granted  in  the 
Lre  still  woefully  incomplete  or  nonexistent  in  most  of  the 
'  the  world.  Our  U.S.  system,  where  one  can  easily  buy  or 
ouse  or  land — whether  it's  in  Texas,  New  Jersey,  Florida  or 
lere — didn't  exist  until  the  mid- 1 800s.  The  famous  Home- 


stead Act  of  1862,  whereby  an  American  could  have  free  tide  to 
160  acres  of  land  in  the  West  if  he  lived  on  and  developed  it,  grew 
out  of  the  fact  that  countless  Americans  were  already  occupying 
federal  lands  in  violation  of  federal  law.  Property  law  in  America 
often  followed  what  we  were  already  doing  with  the  land. 

De  Soto  makes  the  point  that  if  you  look  at  squatters  and 
shantytowns  surrounding  numerous  Third  World  cities,  you 
will  find  the  people  who  live  there  have  created  rules  about 
property.  These  vary  from  neighborhood  to  neigh- 
borhood. The  trick  is  to  make  these  massive,  infor- 
mal arrangements  formal  and  readily  accessible  to 
everyone.  In  most  countries  it  is  extremely  difficult 
for  people  to  legally  buy  the  property  they  occupy 
unless  they  are  well  off. 

De  Soto's  book  shows  a  masterful  un- 
derstanding of  the  seemingly  metaphysical 
nature  of  capital:  "One  of  the  greatest  challenges 
to  the  human  mind  is  to  comprehend  and  to  gain 
access  to  those  things  we  know  exist  but  cannot  see. 
Time,  for  example,  is  real,  but  it  can  only  be  efficiendy  managed 
when  it  is  represented  by  a  clock  or  a  calendar.  Throughout 
history,  human  beings  have  invented  representational  sys- 
tems— writing,  music  notation,  double-entry  bookkeeping — 
to  grasp  with  the  mind  what  human  hands  could  never  touch. 
In  the  same  way,  the  great  practitioners  of  capitalism,  from  the 
creators  of  integrated  title  systems  and  corporate  stock  to 
Michael  Milken,  were  able  to  reveal  and  extract  capital  where 
others  saw  only  junk  by  devising  new  ways  to  represent  the  in- 
visible potential  that  is  locked  up  in  the  assets  we  accumulate." 

If  De  Soto  isn't  elected  to  Peru's  presidency,  President  Bush 
should  lure  him  to  Washington  and  make  him  the  czar  of  our 
Agency  for  International  Development,  as  well  as  appoint  him 
to  oversee  our  relations  with  the  IMF  and  the  World  Bank. 


IMF  TANKS  TURKEY 


EY'S  DRAMATIC  FINANCIAL  COLLAPSE  IS  ANOTHER 
rophic  failure  of  the  International  Monetary  Fund.  Is- 
l's  decision  to  let  the  Turkish  lira  float  means  the  coun- 
11  be  economically  devastated  in  the  coming  months  by 
int  inflation  and  appalling  rates  of  interest.  The  IMF 
Limped  billions  of  dollars  into  Turkey  in  its  misbegotten 
n  program.  One  can  only  hope  Turkey's  fall  doesn't  trig- 
ises  in  other  shaky  countries  as  happened  after  IMF-in- 
disasters  in  Mexico  (1994-95)  and  Thailand  (1997). 
iis  witch  doctor  agency  of  international  finance  should 


have  learned  by  now  how  to  stabilize  a  currency  and  get  an 
economy  on  its  feet.  But  like  doctors  of  old  who  refused  to  be- 
lieve that  clean  hands  and  sterile  instruments  would  sharply  re- 
duce patient  mortality  rates,  the  IMF  refuses  to  learn  from  expe- 
rience. Among  the  keys  for  economic  recovery  are  stable  money 
(even  the  IMF  has  occasionally  given  the  green  light  to  the  idea 
of  a  currency  board — a  country  issues  local  money  only  when  it 
is  backed  100%  by  hard  currency,  such  as  the  dollar)  and  low 
taxes.  As  for  Turkey's  weak  banking  system,  why  didn't  the  IMF 
take  a  page  from  America's  S&L  crisis  in  the  late  1980s  and  early 
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1990s:  set  up  an  entity  that  takes  over  the  worst  loans  so  that 
surviving  banks  can  lend  again  in  a  tighter  regulatory  environ- 
ment. Anyway,  if  the  currency  were  sound  and  the  economy  al- 
lowed to  grow,  there  would  be  fewer  bad  loans  in  the  first  place. 


Argentina  is  another  IMF  showcase  where,  until 
months  ago,  the  IMF  had  insisted  that  the  government  in* 
a  ghasdy  array  of  new  taxes  and  levies  but  then  was  purport 
be  mystified  as  to  why  the  economy  was  wracked  by  recess 


DEEP-SIX  THIS  TREATY 


IN  THE  CLOSING  DAYS  OF  THE  CLINTON  PRESIDENCY  THE 
U.S.  signed  the  notorious  International  Criminal  Court  treaty.  In 
1998  the  Clinton  Administration  admitted  this  treaty  was  funda- 
mentally flawed  because  of  the  threat  it  posed  to  members  of  the 
U.S.  military  and  to  U.S.  officials.  The  purpose  of  the  treaty  is  to 
establish  a  Nuremberg-like  war  crimes  institution  that  can  indict, 
and  try  on  its  own,  alleged  war  criminals  from  around  the  world. 
Sounds  like  a  move  for  justice — but  in  actuality  it's  a  recipe 
for  trouble  and  anti-American  actions. 

The  court  and  its  special  prosecu- 
tors would  be  accountable  to  no  one, 
not  even  the  United  Nations.  Clin- 
ton, of  all  people,  should  have  known 
from  our  own  now-lapsed  indepen- 
dent counsel  law  the  shortcomings  of 
that  kind  of  an  agreement.  The 
treaty's  definitions  of  the  four  cate- 
gories of  wrongdoing  for  which  it 
would  be  responsible — genocide, 
war  crimes,  crimes  against  humanity 
and  crimes  of  aggression  (which  have  yet  to  be  specified) — 
are  defined  in  such  a  way  that  prosecutors  could  easily  go  after 
members  of  an  American  peacekeeping  force  whose  mission 
they  politically  disapprove  of.  Similarly,  it  could  indict  the 
President  and  other  American  officials  for,  say,  carrying  out  a 
retaliatory  bombing  raid  against  terrorists. 

President  Clinton  claimed  that  by  signing  the  protocol  we 
would  be  in  a  better  position  to  deal  with  its  flaws.  That's 
hogwash,  a  typical  Clinton  pretension  of  having  his  cake — 
the  U.S.  cooperating  in  international,  sound-good  ven- 
tures— and  eating  it,  too — preserving  American  sovereignty. 
The  U.S.  has  only  a  single  vote  among  the  139  signatories. 


Three  Bosnian  defendants  (rear)  on  trial  in  The 
Hague.  We  don't  need  an  ICC  treaty  to  do  this. 


The  proposed  ICC  is  a  threat  not  only  to  us  but  ah 
other  countries,  particularly  those  making  the  transitic 
democracy.  South  Africa,  for  example,  opted  for  a  commi: 
of  truth  and  reconciliation  instead  of  widespread  proseor 
when  it  shed  apartheid.  Its  new,  democratically  elected  go\ 
ment  believed  this  approach  was  the  best  way  to  lay  the  f< 
dation  for  future  racial  harmony.  Many  former  commi 
countries  have  chosen  not  to  prosecute  citizens  who  coll 
rated  with  the  secret  police.  Chile,  when  it  made  the  trans 
to  democracy,  elected  not  to  prose 
former  dictator  General  Aug 
Pinochet.  Yet  ICC  prosecutors  wi 
have  the  power  to  upend  these  del 
arrangements  and  impose  the  co 
own  brand  of  justice. 

International  institutions  an 
ready  in  place  to  deal  with  war  cii 
Special  tribunals  have  been  establi: 
under  the  auspices  of  the  U.N.  for 
crimes  committed  in  Rwanda  anc 
now-defunct  Yugoslavia,  and  one  is  being  established  for  Si 
Leone.  There  is  also  the  International  Court  of  Justice  in 
Hague.  Why  would  any  President  accede  to  an  accord  that  w« 
subject  U.S.  citizens  working  for  their  government  to  being  I 
in  a  court  without  U.S.  constitutional  safeguards? 

This  treaty  is  beyond  repair.  President  Bush,  fortuna 
has  said  it  will  not  be  submitted  in  its  current  form  to 
Senate.  His  Administration  should  repeatedly  declare,  w 
out  equivocation,  that  we  consider  this  document  a  dead 
ter.  Under  different  circumstances  20  years  ago,  another  i 
President,  Ronald  Reagan,  did  essentially  the  same  thing  v 
another  misbegotten  treaty — the  Law  of  the  Sea  Treaty. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 

•  Pop- 12:   ourth  Ave.,  between  12th  and  13th  St.  (Tel.:  674-     Mortimer's)  serving  some  of  the  most  innovative,  delect; 


8713).  Great  new  hot  spot.  Delicious  first  courses:  a  refreshing 
salad  of  pear,  arugula,  slivered  red  onion  and  Pecorino  cheese; 
and  a  shrimp-filled  seafood  roll  with  wasabi.  Main  courses: 
thin-crusted  pizza  with  mushrooms  and  mascarpone,  ele- 
gandy  diffused  with  white  truffle  oil;  and  two  variations  of  lob- 
ster— warm  lobster  salad  and  a  whole  steamed  lobster  re- 
moved and  reassembled  in  its  shell  with  asparagus.  Finish  with 
the  warm  chocolate  cake  and  chocolate  ice  cream. 
•  Orsay-1057  Lexington  Ave.,  at  75th  St.  (Tel.:  517-6400). 
Handsome,  paneled  An  Nouveau-style  bistroionce  home  to 


bistro-style  dishes  in  the  city.  Try  the  nicoise  tartare,  a  sav 
mix  of  gravlax  and  scallops  zestily  seasoned  and  mixed  I 
chopped  raisins;  the  crepes  aux  cepes,  with  a  dash  of  nutn 
and  for  dessert,  Le  Dome  chocolat  au  caramel. 
•  Dylan  Prime— 62  Laight  St.,  at  Greenwich  St.  (TeL:  334-47} 
Handsome  TriBeCa  steak  house  serving  excellent  meat  and  f 
Attentive  and  prompt  service.  Highlights:  Parmesan-wrapj 
Caesar  salad,  New  York  strip  steak  with  black  truffle  beurre  bla 
and  tender  Colorado  rack  of  lamb.  Save  room  for  the  Valrhc 
chocolate  cake  and  the  crepes  stuffed  with  citrus  creme. 
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ALLbTAIu  had  to  buiid  an  Internet  distribution  channel  under  an  aggressive 
deadlin.  >at  left  some  on  Wall  Street  skeptical.  Using  enterprise  software  from 
Microsoft,  they  createo  a  new  qucte-and-buy  Web  solution  from  scratch  and 
integrated  it  v  v  systems.  As  olanned  and  on  budget,  www.allstate.com 

t^tm^Tvm^^O^^"*'-  "  '         " "'°  *  ''e  e  '•hm  n***™°  traaen:ari,s  °'  oaae"»rt«  <*  M'crosoft  Corporate  m  the  UnilM  S 


Microsoft 


arise  software  from  Microsoft  helps  you  implement 
ideas  fas  Though  the  logic  is  clearly  faulty,  the 
3  "it  has  to  happen  yesterday"  is  understood  by  most 
jsspeople.  That's  why  Microsoft  gives  you  a  complete 
f  software  building  blocks  that  can  be  rapidly 
lbled,  reconfigured,  and  reassembled  according  to 
situation.  From  mission-critical  operating  system 
ire  like  the  Microsoft®  Windows®  2000  Server  family 
/erful  business  software  such  as  the  Microsoft  .NET 
irise  Server  family,  all  Microsoft  software  is  designed 
flexible  enough  to  help  you  quickly  meet  whatever 
o  it  yesterday"  world  of  business  sends  your  way.  To 
jt  how  you  can  make  your  business  more  agile,  visit 
;oft.com/business  Softwai 


OTHER  COMMENTS 


// you  don't  make  dust,  you  eat  dust. 

—JACK  A.  MACALLISTER,  retired  chairman  and  CEO,  US  West 


Amen!  The  real  questions  [in  the  Clinton  pardon  scandal] 
involve  the  leveraging  of  influence  by  relatives,  associates  and 
campaign  contributors,  and  the  attending  appearance,  at  the 
very  least,  of  influence  peddling.  The  pardon  process  appears 
to  have  been  treated  as  some  sort  of  pinata,  showering  indul- 
gences on  those  swinging  the  biggest  sticks.  Criminal  intent 
or  not,  ignorance  or  not,  that's  just  unpardonable. 

— USA  Today 

And  the  Winner  Is  One  of  President  Bush's  cam- 
paign promises  was  a  top-to-bottom  review  of  American  mili- 
tary strategy,  missions,  forces  and  weapons.  Donald  Rumsfeld, 
the  new  secretary  of  defense,  has  named  Andrew  W.  Marshall  to 
lead  it.  One  of  the  nation's  first  cold  warriors,  Mr.  Marshall  was 
also  one  of  the  last.  But  once  the  Soviet  Union's  demise  was  no 
longer  in  doubt,  Marshall  became  a  tenacious  advocate  of  fun- 
damental change,  deeply  critical  of  cold  war  forces  and  systems 
that  he  found  no  longer  solved  the  nation's  military  problems. 

In  a  major  defense  policy  speech  before  his  election,  Presi- 
dent Bush  called  for  matching  the  military's  budget  priorities  to 
a  strategic  vision,  not  the  other  way  around.  He  proposed  allo- 
cating the  military's  weapons  budgets  to  "the  services  that  prove 
most  effective  in  developing  new  programs."  Competition  to 
create  incentives  for  military  innovation  is  consistent  with  a 
fundamental  tenet  of  the  Bush  Administration:  that  competi- 
tion is  good  for  America.  It's  time  for  the  Administration  to 


view  our  tax  dollars  as  "strategic  vouchers"  that  will  go  to 
service  that  comes  up  with  the  most  creative  and  cost-effe 
solutions  to  the  problems  our  military  will  face  in  the  fu" 
— CINDY  WILLIAMS,  research  scientist  at  I 

New  York  7 

Out  of  Order  The  Declaration  of  Independence,  wl 
articulates  the  principles  that  justify  the  American  Reput 
very  existence,  listed  the  offenses  of  the  King  and  Parliar. 
that  required  separation  from  England,  revolution  and 
Prominent  among  those  offenses  were  accusations  that  Br 
had  (1)  subjected  Americans  "to  a  jurisdiction  foreig; 
our  constitution  and  unacknowledged  by  our  laws";  (2) 
priv[ed]  us,  in  many  cases,  of  the  benefits  of  Trial  by  Ju 
and  (3)  "transport [ed]  us  beyond  [the]  Seas  to  be  tried  for 
tended  offences."  If  the  United  States  [joined]  the  Internatii 
Criminal  Court  treaty,  Americans  again  would  face  transpc 
tion  beyond  the  seas  for  judgment,  without  the  benefits  of 
by  jury,  in  a  tribunal  that  would  not  guarantee  the  other  ri 
they  take  so  much  for  granted  and  where  the  judges  may 
"cherish  animosities,  or  prejudices  against"  them. 

—LEE  A.  CASEY  and  BRETT  D.  SCHAE1 
in  Heritage  Foundation's  Issues  2 

Over  the  Top  Fame  contributes  so  little  of  value,  if  £ 
thing,  to  our  society,  but  Americans  are  absolutely  out  of  t 
minds  these  days  over  "celebrities."  I  mean,  it  is  totally  ovj 
control.  Millions  of  us  spend  a  good  part  of  our  lives  water 
and  reading  about  actors,  politicians,  sports  figures,  sinj 
and  the  rest.  Even  serial  killers  make  the  cut.  Some  of  tB 
celebrities  are  famous  only  for  being  celebrities.  I  don't  get 

—BILL  O'REI 
The  O'Reilly  Fa 

Tick  Tock  As  you  enjoy  Fifties  Night  tonight,  take 
time  to  reminisce  about  the  difference  between  now  and  tr 

Then:  Long  hair. 

Now:  Longing  for  hair. 

Then:  Keg. 

Now:  EKG. 

Then:  Moving  to  California  because  it's  cool. 
Now:  Moving  to  California  because  it's  hot. 
Then:  Getting  out  to  a  new,  hip  joint. 
Now:  Getting  a  new  hip  joint. 

— in  "Reflections,"  aboard  the  Crystal  Harmony 


WRQ 


us  a  call  at  1.888.323. 1 71 7,  from  other  countries 
6.217.7100  or  visit  www.wrq.com/ads/herofbs,  and 
we'll  send  you  a  free  CD  we  call  our  Technology 
ition  Toolkit.  It's  a  great  way  to  start  outfitting  your 
company  with  solutions  for  your  toughest 
itegration  needs  and  host  access  from  any  desktop. 


WRQ  makes  complex  legacy  systems  work  with  the  latest 
Internet  technologies.  Call  it  integration.  Call  it  breaking 
down  barriers  between  host  information  and  the  employees, 
customers  and  business  partners  who  need  it.  Either  way, 
you  get  the  most  out  of  your  existing  IT  investments  and 
transform  your  company  for  the  next  economy.  It's  WRQ 
to  the  rescue  and  you're  the  hero.  Ask  us,  or  ask  AT&T, 
Cisco,  or  Raytheon  Missile  Systems  —  they  already  have 
their  heroes. 

wrq  reflection 
wRQ'verastrearri 
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In  1969,  we  worked  on  a 
SECRET  GOVERNMENT  PROJECT 
that  became  the  Internet. 


OHHH,  SO  THAT'S  WHY  NOBODY  KNOWS  WHO  WE  ARE! 


Back  in  the  '60s  a  small  band  of  computer  whizzes  was 
hired  by  the  Department  of  Defense  to  work  on  the 
ARPAnet.  Or  what  is  commonly  known  as  the  forerunner  to 
the  Internet.  These  visionaries  came  from  the  legendary 
research  and  development  company,  BBN. 

Government  work  being  what  it  is,  there 
A         wasn't  a  lot  of  publicity  about  this, 
j^fi  Their  work  did,  however,  yield  many  firsts. 

InH  The  first  router.  The  first  e-mail  message.  The  first 
|ffl|  network  packet  encryption  technology  and  more. 
*    |   "™  Years  later  GTE  acquired  BBN  and  invested 

billions  to  expand  their  existing  infrastructure  into 
a  17,500-mile,  Tier  1,  fiber-optic  global  network. 

Spun  off  from  GTE  last  year,  this  power- 
house of  Internet  services  is  known  today  as 
Genuity."  With  Data  Centers  strategically  locat- 
ed around  the  world  and  Network  Operations  Centers 
continually  monitoring  security  and  bandwidth  for  seri- 
ous eBusinesses  everywhere. 

Innovation  is  in  our  blood,  it  is  at  the  core  of  everything 
we  do:  Web  Hosting,  Internet  Access,  Transport  and 
Security.  And  now  we've  combined  our  expertise  in  these 
four  areas  into  an  integrated  eBusiness  Network  Platform 
called  Black  Rocket."  The  managed  eBusiness  solution  from 
a  single  accountable  source. 

To  put  this  kind  of  thinking  to  work  on  your  eBusiness, 
visit  www.genuity.com/blackrocket  or  call  1  -800-GENUITY. 


Black 
Rocket  is 
Genuity's 
eBusiness 
Network 
Platform. 


A  BRIEF 
HISTORY 

In  1969,  BBN 
was  hired  by  the 
U.S.  government 
to  develop  the 
ARPAnet,  the 
forerunner  of  the 
Internet. 


INTERNETWORK! NG 

In  1997,  BBN  was 
acquired  by  GTE, 
the  company  that 
created  our  high-speed, 
17,500-mile,  Tier  1, 
fiber-optic  network. 

GENUiTY 

In  2000,  GTE 
Internetworking 
became  an  inde- 
pendent company, 
renaming  itself 
Genuity.  Today, 
Genuity  offers  a 

vast  array  of 
managed  Internet 
services,  including 
Black  Rocket.'' 


GENUSTY 


When  dividends  grow,  successful  companies  can,  too. 


There  are  no  sure-fire  ways 
to  determine  if  a  company  will 
be  successful.  But  growing  divi- 
dends can  be  a  pretty  strong 
indication  that  a  company  has 
solid  fundamentals.  And  solid 
fundamentals  can  lead  to  increased 
earnings. 

That's  the  basis  of  the  Fidelity 
Dividend  Growth  Fund.  It  invests 
primarily  in  companies  that  have 


the  potential  to  grow  dividends, 
regardless  of  the  industry,  so  it  can  be 
a  well-diversified  stock  fund. 

While  the  fund  doesn't  directly 
disburse  the  dividends,  the  fact  that 
it's  based  on  them  can  make  it  a 
unique  holding,  and  may  lend 
strength  to  your  financial  portfolio. 

Put  the  expertise  and  service  of 
Fidelity  to  work  for  you  to  help  you 
see  yourself  succeeding. 


Fidelity 

Dividend  Growth 
Fund 

Dividends  can  tell  you  a  lot  about  the  health  of  a  company 


1  year 


5  year 


Life  of  Fund 


12.25% 


22.53% 


22.71  % 


Returns  as  of  12/31/00.2  Past  performance  is  no  guarantee  of  future  results.  Mutual  fund  performance  changes  over  time 
and  currently  may  be  significantly  lower  than  stated.  Most  recent  performance  data  is  published  online  at  each  month 

end.  Please  visit  Fidelity.com  or  call  Fidelity  for  current  performance  figures.  Stock  values  fluctuate  in  response  to  the 

activities  of  individual  companies  and  general  market  and  economic  conditions. 


Fidelity  S£/-3  Investments* 


1-800-FIDELITY  Fidelity.com 


For  more  information  or; 
TDD  SERVICE:  1-800-544  C 
'Life  of  fund  is  as  of  incep' 
and  reinvestment  of  divider 
Fidelity  Distributors  Corpora: 


fund,  call  for  a  free  prospectus  and  read  it  carefully  before  investing. 

is  deaf  and  hearing  impaired  9am -9pm  ET. 

4/27/93.  'Average  annual  total  returns  for  the  period  ending  12/31/00  include  changes  in  share  prio 
•  capital  gains.  'Share  price  and  returns  may  vary  and  you  will  have  a  gain  or  loss  when  you  sell  your  sh 
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[  Latin  American  Opinion 

<y  Ernesto  Zedillo,  former  president  of  Mexico 


GLOBAPHOBIA 


IE  THAN  A  YEAR  AFTER  PROTESTS  AT  THE  WORLD  TRADE 
inization  talks  in  Seattle,  the  peculiar  meld  of  extreme  left- 
ind  rightists,  trade  unionists,  radical  environmentalists 
some  self-appointed  representatives  of  civil  society  still  in- 
on  saving  the  poor  people  of  developing  countries  from ... 
lopment.  This  alliance  opposes  globalization,  in  particular 
rend  toward  the  liberalization  of  trade  and  investment, 
rhe  common  ground  of  this  globaphobic  grouping  is  pro- 
onism,  often  targeted  against  developing  countries.  Few 
5s  are  as  inimical  to  the  progress  of  poor  people  of  develop- 
ountries  as  protectionism.  To  overcome  backwardness,  two 
lents  are  integral:  producing  for  export  markets  and  open- 

0  the  influx  of  foreign  goods,  investment  and  technology, 
'aradoxically,  those  opposed  to  globalization  proclaim  pur- 
edly  altruistic  reasons.  They  point,  for  example,  to  the  fact 
wages  and  standards  of  living  in  poorer  countries  are  infe- 
:o  those  of  developed  countries.  They  then  conclude  that  ho- 
eneous  core  labor  standards  should  be  imposed  and  en- 
:d  through  trade  sanctions — clearly  a  protectionist  proposal, 
e  mostly  occurs  because  there  are  differences  among  coun- 
including  their  labor  situations.  If  labor  standards  were  dic- 
[  by  mere  bureaucratic  will  and  enforced  through  trade  sanc- 
;,  developing  countries  would  be  further  marginalized. 

of  Is  in  the  Results 

onents  of  globalization  don't  seem  to  realize  that  the  alter- 
'e  for  workers  in  many  developing  countries  with  newly  ac- 
?d  jobs  in  trade- related  activities  is  extreme  rural  poverty  or, 
st,  peripheral  urban  occupations  with  much  lower  income 
no  social  security.  They  also  ignore  the  fact  that  those  new 
are  often  an  important  step  toward  better  opportunities. 
ve  people  in  the  new  apparel  plants  located  in  many  of  Yu- 
l's  Mayan  towns,  migrants  from  the  south  of  Mexico  work- 
it  huge  television  assembly  plants  in  Tijuana,  young  engi- 
s  with  good  jobs  in  high-tech  factories  in  Monterrey  and 
ialajara  and  many  others  in  Mexico  have  assured  me  that 
'  new  occupations,  unthinkable  in  a  closed  economy,  are 
h  better  than  their  prior  ones,  if  they  even  had  jobs, 
believe  national  governments  should  protect  the  rights  of 
cers  with  fair,  flexible,  modern  laws  and  firm  enforcement. 

1  strongly  oppose  the  hypocritical  invocation  of  those  rights 
:stroy  trade  opportunities  and  their  fruits:  better  prospects 
nployment  for  poor  workers  in  developing  countries. 

t  has  become  politically  correct  to  say  that  exclusion  of  the 
cest  is  inherent  in  globalization,  that  uncontrolled  globaliza- 
will  lead  to  ever-increasing  gaps  in  income  among  and 


within  nations.  Hence,  some  Luddites  demand  that  globalization 
be  stopped — even  reversed — if  a  better  and  just  world  is  to  be 
built.  It  is  right  to  despise  the  extreme  poverty  and  inequality  that 
prevails  in  much  of  the  world,  but  it  is  wrong  to  assert  that  glob- 
alization per  se  is  at  their  root.  On  the  contrary,  globalization  is 
an  important  part  of  the  solution.  Consider  Singapore,  Hong 
Kong  and  Taiwan,  which  were  very  poor  a  few  decades  ago  but 
now  have  some  of  the  highest  per  capita  incomes  in  the  world, 
thanks  in  large  part  to  their  integration  into  the  global  economy. 

A  Great  Deal  at  Stake 

A  commitment  to  globalization,  along  with  sound  macroeco- 
nomic  policies,  is  the  fastest  route  to  economic  growth  for  de- 
veloping countries.  Beyond  growth  itself  is  a  further  and  even 
more  important  challenge:  ensuring  that  every  person  has  the 
opportunity  to  participate  in  economic  progress.  This  cannot 
be  done  by  limiting  the  market  economy  or  opting  for  isola- 
tionism. The  weakest  members  of  society  must  be  empow- 
ered through  political  and  economic  freedom,  education,  im- 
proved health  and  nutrition,  gender  equality  and  through 
government's  providing  a  basic,  adequate  infrastructure. 
Good  social  policies  focused  on  the  neediest  will  make  glob- 
alization deliver  benefits  for  all,  not  for  just  a  limited  number. 

The  current  backlash  against  globalization  must  be  taken  se- 
riously. It  could  gain  further  momentum  from  the  ongoing  tem- 
porary slowdown  of  the  world  economy.  Hostility  toward  the  ex- 
pansion of  international  trade  and  investment  restricts 
opportunities  for  developing  countries,  making  it  harder  to  fight 
poverty  and  inequality.  Regrettably,  some  members  of  the  globa- 
phobic alliance  live  in  the  developing  countries  themselves.  It's 
ironic  that  at  a  recent  antiglobalization  meeting  in  Brazil,  a  hero's 
welcome  was  given  to  a  champion  of  European  agricultural 
protectionism;  Brazil,  with  its  large  rural  population,  is  among 
the  countries  most  severely  affected  by  such  protectionism. 

Some  politicians  cleverly,  but  too  quickly,  have  accommo- 
dated their  opinions  to  the  new  fashion  of  antiglobalization,  ei- 
ther to  please  constituencies  or  because  they  are  confident  glob- 
alization is  an  irreversible  process,  since  the  information 
technology  facilitating  it  will  continue  to  develop.  Such  a  cynical 
judgment  is  mistaken.  The  unprecedented  globalization  of  the 
late  19th  and  early  20th  centuries  was  mostly  reversed  during  the 
1920s  and  1930s,  with  disastrous  consequences,  despite  contin- 
ued technological  progress  in  communications  and  energy. 

For  the  sake  of  the  poor  peoples  of  the  world,  with  good 
reasons  and  sound  historical  evidence,  we  must  confront  this 
wave  of  globaphobia  head-on.  F 
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Hole  Punch 


Meet  the  imageRUNNER  5000.  An  amazing 
document  production  system  that  can  output 
at  50  ppm  and  deliver  full-finishing  capabilities  right  from  the  desktop. 
A  seamless  fit  to  any  network,  this  digital  marvel  is  built  on  the  highly 
acclaimed  imageRUNNER  product  platform.  So,  put  a  fresh  coat  of  paint 
on  the  walls,  the  imageRUNNER  5000  is  headed  your  way.  At  Canon, 
we're  giving  people  the  know-how  to  realize  the 
full  power  of  the  digital  office. 


imaqeRUNNEFT 
5  D  D  D 
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DIGITAL  RULES 


By  Rich  Karlgaard,  publisher 

■  ublisher"  forbes.com 


SUDDEN  DEATH  FOR  BRAND 


DS  PRAY  THEIR  BRAND  WILL  BUY  TIME  WHEN  A  MAJOR 
ruption  arrives.  For  example,  suppose  an  upstart  comes 
ng  with  a  flashier,  cheaper  product.  This  is  where  a  brand 
ns  its  supper,  by  wooing  the  wavering  customer  back  in 

door.  Another  responsibility  given  a  brand  is  the  price 
ta  it  must  create  between  your  company  and  the  com- 
idity  rabble  in  your  competitive  set. 
But  what  happens  when  a  disruption  is  of  tsunami  force? 
U  your  brand  buy  you  time  and  protect  your  price  struc- 
e  then?  Sorry,  but  probably  not.  The  20th-century  idea  of 
rand  is  inadequate  protection  these  days — a  casde  wall  in 

age  of  cannons.  Needed  is  fresh  thinking  on  a  brand's 
v  responsibilities. 


waited  patientiy  to  attack  IBM,  but  its  own  scientists  did  not. 
They  took  the  VCs'  money  and  ran:  The  graphical  user 
interface  went  to  Apple  and  appeared  in  the  Lisa  and  the 
Macintosh;  ethernet  went  to  startup  3Com;  and  the  digital 
printing  language  was  snapped  up  by  Adobe  Systems. 

In  1988  a  book  with  a  great  title,  Fumbling  the  Future, 
chronicled  the  loss  of  Xerox  PARC's  famous  hat  trick  to  the 
upstarts.  From  the  book's  publication  onward  the  brand  image 
of  Xerox  became  not  what  Xerox  wanted  it  to  be.  Rather,  it 
became  "the  company  that  fumbled  the  future."  That  sorry 
handle  has  stuck  to  Xerox  like  a  herpes  virus.  Its  current  deep 
troubles  are  an  outgrowth  of  this  undesired  branding. 


:nture  Assassins 

|  brand  horror  story  of  our  time  is  Xerox.  By  any  meas- 
■  of  what  a  brand  is  supposed  to  do,  Xerox  excelled.  It  en- 
ed  global  name  recognition.  In  fact,  Xerox  was  the  per- 
t  corporate  name,  in  harmony  with  its  major  product.  It 
hummed,  perfectly,  profitably,  for  many  years.  In  the 
>0s  Xerox  was  as  hot  as  Cisco  is  today.  It  led  the  Nifty  50 
ck  parade  in  the  early  1970s.  And  Xerox  looked  after  its 
Lire  by  conducting  R&D  on  a  level  equal  to  that  of  IBM 
;earch  or  the  fabled  Bell  Labs. 

Most  people  know  that  Xerox,  at  its  Palo  Alto  Research 
iter  (PARC),  invented  the  graphical  user  interface,  ether- 
communications  and  the  language  of  digital  printing, 
is  1970s  computer  hat  trick — which  ranks  with  Intel's 
'0s  hat  trick  that  gave  us  the  microprocessor,  the  DRAM 
1  EPROM  chips — is  the  foundation  of  the  modern,  easy- 
use  personal  computer.  It  all  came  together  in  1981  with 
Xerox  Star.  But  the  Star  never  made  it  to  market.  Xerox 
1  hoped  to  launch  its  nuclear  missile  Star  directly  at  IBM's 
irt.  It  needed  only  to  wait  a  few  years,  until  Moore's  Law 
de  chips  a  little  faster  and  cheaper.  In  1981  the  Star  cost  too 
ich — $16,595 — and  it  underperformed  compared  with 
t  computers.  But  Xerox  knew  Moore's  Law  would  soon  de- 
x  the  goods,  and  then,  boom,  good-bye  IBM.  If  anyone 
1  the  brand  to  knock  out  IBM,  it  was  Xerox. 
What  Xerox  failed  to  see  was  the  entrepreneurial  ferment 
ng  on  around  it.  Times  were  a-changin',  particularly  in 
con  Valley.  Venture  capital  firms  with  such  names  as 
iner  Perkins,  Sequoia  Capital  and  the  Mayfield  Fund 

;an  to  sprout  like  poppies.  Their  nar-  ■"Mj^>~  "         ,  n.    ,  „  , 

>         r  t-  t-t-  i^H  To  see  Past  D,g|fal  Rules 

ic  lure  was  the  smell  of  money,  irre-  ^  columns,  visit  our  Web  site  at 
ible  to  scientists  and  inventors.  Xerox 


Price  Crash 

Venture  capital  can  rout  a  brand.  So  can  technology.  How 
would  you  like  to  occupy  Mike  Armstrong's  shoes  these 
days?  The  AT&T  chief  is  one  of  the  crack  large-company 
CEOs  in  the  world,  just  shy  of  lack  Welch.  But  not  even 
Welch  has  had  to  cope  with  an  80%  wipeout  of  prices  in  a 
core  revenue  stream.  That's  right.  The  underlying  price 
structure  of  long  distance  has  dropped  80%  in  two  years, 
thanks  to  a  bonanza  in  fiber-optic  capacity.  Internet  tele- 
phony will  whack  the  rest  sometime  soon.  Before  you  snigger 
at  Armstrong's  dilemma  or  succumb  to  the  Silicon  Valley 
conceit  of  lumping  him  in  with  the  clueless  Bell  Heads — i.e., 
adopters  of  Moron's  Law  instead  of  Moore's  Law — gaze  into 
the  mirror.  Could  you  handle  an  80%  smackdown  on  prices 
in  your  core  revenue  stream? 

Where  was  AT&T's  protective  shield,  its  brand,  in  all  of 
this?  AT&T,  along  with  General  Motors,  has  spent  more  on 
brand  development  than  any  other  company  on  the  face  of 
the  earth,  probably  $20  billion  over  116  years.  Its  dial  tone,  its 
logo,  its  deserved  reputation  for  high  quality,  its  great  CEO — 
all  captured  by  its  famous  brand — could  do  almost  nothing 
when  the  fiber-optic  disruption  came. 

Think  Intel  and  Sun  have  strong  brands?  Few  are  better, 
in  my  opinion.  Yet  Intel  and  Sun  face  a  potential  threat 
from  upstart  Transmeta,  whose  chips  run  only  75%  as  fast, 
but — here's  the  wow — suck  only  20%  of  the  power. 
Designed  for  laptops,  the  Transmeta  chips  may  find  a  vaster 
market  solving  the  electricity  crisis.  Example:  A  server  farm 
in  electricity-starved  California  drinks  as  much  juice  as  a 
town  of  25,000.  Think  of  the  savings  if  servers  ran  on 
Transmeta  chips. 

Time  to  rethink  brands,  folks.  I'll  share 
www.forbes.com/karlgaard.  some  ideas  in  upcoming  issues.  F 
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BY  ELISA  WILLIAMS  At  its  peak  last  August,  the  company  quirements,  but  questions  reiral:  : 

TO  SEE  THE  FUTURE  AS  ENVI-  was  worth  $61  billion,  or  61  times  last  about  whether  the  chips  will  sufl 
sioned  by  Broadcom  Corp.  year's  sales,  which  was  Wall  Street's  way  from  data  error  problems,  contenlu 
cofounder  Henry  Nicholas  of  saying  that  Broadcom  would  be-  Jack  Berg,  a  managing  director  at  CB'.r 
III,  check  out  his  recently  come  the  Intel  of  communication  press  Semiconductor.  Broadcom  nee 
completed  15,000-square-  chips.  The  company,  of  which  Nicholas  to  deliver  or  risk  losing  the  market  I 
foot  Laguna  Hills,  Calif,  owns  15%,  is  down  to  a  $16  billion  rivals  Applied  Micro  Circuits  ail:;; 
mansion.  There  are  no  lights  or  appli-  market  value  now,  and  local  media  have  Vitesse,  which  are  at  work  on  similli 
ances.  Rather,  they  are  called  "peripher-  stopped  talking  about  him  buying  the  chips.  The  stakes  for  Broadcom's  crem- 
ate" connected  to  24  miles  of  wiring.  He  Anaheim  Angels  baseball  team.  But  he  bility  are  high,  because  it  is  manufcl 
can  surf  the  Internet  or  order  groceries  is  still  talking  about  the  powerful  net-  turing  the  chips  inexpensively  usi  I ipi 
from  his  kitchen  wall.  works  that  lie  in  our  future.  standard  processes,  whereas  the  comp  I 
In  short,  it  represents  just  the  sort  II 

of  networked  future  that  Nicholas,  4 1 ,  BrOfldCOm  jS  StMI  3  SOUTCG  Of  GfldlfiSS  f3SCinM 

and  his  partner,  Henry  Samueli,  46,  ff 

have  built  their  company  around.  Envi-         Broadcom  has  promised  Cisco  Sys-  tition  is  using  costlier  specialized  mall; 

sioning  a  day  when  every  device  in  your  terns  and  others  a  line  of  chips  that  will  rials  (like  gallium  arsenide)  that  hal 

house  talks  to  every  other,  and  in  turn  quadruple  the  speed  at  which  data  is  already  proven  themselves  in  optic.lt 

is  wired  into  the  larger  matrix  of  the  In-  transferred  through  wide  area  net-  networking  equipment.  | 

ter net,  the  pair  havs     endessly  driven  works.  These  networks  control  the  flow         Though  Nicholas  and  Samuel 

their  company  to  des  n  chips  that  inte-  of  telephone  traffic  between  cities.  The  maintained  as  late  as  January  that  all  wl 

grate  voice,  data,  n<         ng  and  video,  company's  first  attempt  met  speed  re-  well,  they  did  an  about-face  in  Februal 
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Hush  Money 


team:  It  falls  to  Chief  Technical 
:er  Henry  Samueli  (left)  to  deliver 
romises  partner  Henry  Nicholas 
e  to  customers  and  Wall  Street. 


admitted  sales  could  grow  more 
Ay  in  2001  than  the  100%  expected 
A/all  Street.  The  company  earned 
1  million  last  year,  but  wrote  off 
5  million  in  noncash  items. 
Nicholas  and  Samueli  have  their 
k  cut  out  for  them.  Just  over  half 
Broadcom's  revenues  come  from 
;e  customers — 3Com,  Motorola 

Cisco — all  of  whom  have  their 
l  problems. 

T  think  everyone's  visibility  is  a 

in  Silicon  Valley. 

1  clouded  right  now,"  says  Daniel 
'otta,  general  manager  of  the  digi- 
nfotainment  division  at  Conexant, 
of  Broadcom's  rivals, 
[f  Nicholas  is  Mr.  Outside,  a  goa- 
wearing  giant  who  gleefully  hogs 
magazine  features  and  woos  Wall 


Street,  it  has  been  left  to  Samueli  to 
make  the  technology  work.  A  former 
UCLA  engineering  professor  who  met 
Nicholas  when  the  two  were  at  TRW  in 
the  1980s,  Samueli  has  quietly  toiled 
behind  the  scenes  integrating  the  13 
acquisitions  that  Nicholas  has  orches- 
trated in  the  past  13  months  (at  a  total 
cost  of  $7.5  billion — and  thank  God  it 
was  all  paid  in  stock). 

To  maintain  Broadcom's  lead  in 
TV  set-top  box  chips  (see  related  story, 
page  78),  the  place  where  many  of 
Broadcom's  grand  visions  converge, 
Samueli  needs  to  somehow  cram 
technologies  the  company  has  ac- 
quired onto  a  single  chip.  In  effect,  the 
job  entails  designing  a  powerful  PC, 
videogame  machine,  TV  and  digital 
telephone  onto  a  piece  of  silicon.  After 
accomplishing  that,  the  box  still  has  to 
cost  less  than  $300  and  run  on  soft- 
ware more  reliable  and  easier  to  use 
than  Microsoft's  Windows,  a  so-far 
elusive  goal. 

"That's  a  very  complex  chip," 
Samueli  confesses. 

Perhaps  a  bigger  concern  is 
whether  consumers  really  want  their 
coffeemakers  to  talk  to  their  televi- 
sions. For  all  the  grandiose  talk  of  the 
networked  home,  Broadcom  is  still 
dependent  on  mundane  cable 
modems  and  overbuilt  portions  of 
the  Internet  infrastructure  such  as 
networking  equipment. 

Despite  the  uncertainties,  Broad- 
com is  still  a  source  of  endless  fascina- 
tion, even  in  jaded  Silicon  Valley.  After 
a  recent  technology  panel  in  Santa 
Clara,  Calif.  Nicholas  was  mobbed  by 
a  crowd  of  acolytes  20  deep,  who  ig- 
nored top  executives  from  Juniper, 
AT&T,  JDS  Uniphase  and  PMC-Sierra. 

"What  company  do  you  most  ad- 
mire?" one  groupie  blurted  out. 

"Thompson  firearms,"  Nicholas 
guffawed.  The  grown  men  surround- 
ing Nicholas  giggled  with  delight. 
Soaking  up  the  rapt  attention, 
Nicholas  talked  for  hours,  leaving 
only  when  the  maintenance  crew  at 
the  Marriott  started  stacking  chairs  in 
the  meeting  room  at  1 1  p.m.  F 


law!  Now  here's  a  man-bites- 
dog  story:  A  class  action 
lawyer  who  backs  away  from 
a  $10  million  fee. 

BY  MICHAEL  KATZ 

SANTA  FE  CLASS  ACTION  ATTORNEY 
Gary  Duncan  could  almost  taste 
the  money.  In  January  he  sent  out 
a  proposed  settlement  of  a  two-year- 
old  suit  against  Mass  Mutual  Insurance. 
Duncan,  53,  had  a  gotcha  on  the  in- 
surer. Like  a  lot  of  insurers  the  com- 
pany permits  policyholders  to  pay  pre- 
miums in  lump  sums  or,  if  they  pay  a 
little  extra,  in  monthly,  quarterly  or 
semiannual  installments.  Duncan 
claimed  the  choice  harmed  customers 
by  not  including  a  disclosure  of  the  im- 
plicit finance  charge,  similar  to  the  re- 
quirements of  the  federal  Truth  in 
Lending  Act. 

The  settlement:  Two  named  plain- 
tiffs, one  of  whom  is  now  dead,  would 
receive  awards  of  $250,000  and 
$100,000.  The  rest  of  the  6  million  pol- 
icyholders would  get  zip.  Also,  Mass 
Mutual  would  henceforth  disclose  its  fi- 
nance charges  and  establish  a  toll-free 
hodine  for  fee  questions. 

Duncan's  payday?  A  $5  million  im- 
mediate cash  payment,  plus  $250,000  a 


year  for  the  rest  of  his  life  (with  a  $5 
million  minimum),  plus  a  $3  million 
paid-up  life  insurance  policy.  Allowing 
for  the  time  value  of  money,  it  was  a 
cash  stream  equivalent  to  perhaps  a  bit 
less  than  $10  million. 

Surprise:  Hundreds  of  policyhold- 
ers sent  in  objections  to  the  judge  over- 
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seeing  the  settlement. 

"I'm  outraged  they  would  pay  this 
kind  of  extortion,"  says  policyholder 
Richard  Goodkin  of  Framingham, 
Mass.,  who  received  a  pamphlet  oudin- 
ing  the  setdement  plan,  which  also  was 
the  moment  he  learned  of  the  suit. 

Extortion  is  too  polite  a  word  for 
this  kind  of  class  action  settlement. 
Note  that  as  a  mutual  company,  Mass 


Mutual  is  owned  by  its  customers.  So 
the  $10  million  was  coming  out  of  their 
hides.  This  is  what  passes  for  con- 
sumerism in  the  legal  community. 

Duncan,  facing  the  protests  and 
wanting  to  "defend  my  name,"  did 
the  unthinkable  for  a  class  attorney: 
He  withdrew  the  settlement  in  Feb- 
ruary, just  days  away  from  a  fat  pay- 
check that  clearly  would  have  made 


his  life  a  lot  easier.  He  now  vow! 
take  the  suit  to  trial.  Mass  Mul 
isn't  talking. 

Duncan,  who  practices  solo,  m 
tains  the  deal  would  have  been  goodl 
only  for  Mass  Mutual  customers  but 
all  insurance  buyers  who  pay  in  insi 
ments.  "I  thought  I  would  be  the  gres 
hero  for  this,"  Duncan  says,  "but  insi 
I  was  portrayed  as  a  villain." 


Gateway 
To  the  Stars 

careers!  In  Hollywood  a 
tech  billionaire  finds  that  friends 
are  plentiful  but  profits  few. 

BY  KIRI  BLAKELEY 

NORMAN  WAITT  JR.  HAS  JUST  SPENT 
the  night  together  with  Mick  Jag- 
ger,  and  the  morning  after  he  is 
still  gushing  about  it.  "I  couldn't  sleep 
last   night,   I   was  so 
pumped,  so  jazzed,"  says 
the  billionaire  cofounder 
of  PC  maker  Gateway.  The 
46-year-old  fan  from  Sioux 
City,  Iowa  has  a  nascent 
media  outfit,  Gold  Circle  En- 
tertainment, which  has  cast 
the  rubbery-lipped  rocker  in 
a  new  film.  Waitt  hopes  to  get 
Stones  tunes  on  the  sound- 
track. "That  would  be  cool." 

Cool  things  lie  at  the  core  of 
Norm  Waitt's  film  and  music 
ventures.  They  don't  necessarily 
make  him  any  money — but  they 
do  let  him  hang  with  the  likes  of 
Mick,  rock  relic  David  Crosby  and 
the  stunning  actress  Elizabeth 
Hurley  in  her  skimpy  top,  not  to 
mention  actor  Denis  Leary  and 
Scream  victim  Rose  McGowan. 
In  January  he  even  got  to  at- 
tend Sundance,  the  indie  film 
festival. 

Waitt  owes  his  weal 
Gateway,  the  $9.6 
(sales)  PC  titan  he  a 
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brother,  Theodore  (Ted)  Waitt, 
founded  in  an  Iowa  barn  16  years  ago. 
Norm  Waitt,  who  put  up  all  of  $5,000 
to  start  the  company,  left 
Gateway  in  1991  after  a 
power  struggle  with  Ted, 
who  stayed  on  to  build  it 
into  a  powerhouse.  Norm 
left  with  $10  million  and  a 
45%  stake.  He  sold  off 
much  of  it;  his  $1  bil- 
lion in  net  worth 
would     be  worth 


Starstruck:  Norman 
Waitt  Jr.  hangs  with 
(clockwise  from  top) 
Rose  McGowan,  Mick 
Jagger,  Elizabeth  Hur- 
ley, David  Crosby  and 
Denis  Leary. 


nearly  twice  that  now  if  he  hadn't. 

No  matter.  "For  my  brother,  G 
way  is  like  an  alter  ego — he  sees  him 
as  Gateway,"  Norm  W 
says.  But  for  him,  "Gate- 
became  a  series  of  meetii 
It  stopped  being  fun." 

In  pursuit  of  fun — ; 
maybe  someday  a  profit  t 
or  there — Waitt  plansi 
pour  $100  millior 
his  fortune  into  mo1 
and  $15  million  i 
music  over  the  next 
years.  He  began  dabb 
in  entertainment  th 
years  after  leaving  Gi 
way,  armed  only  wit 
credit  from  a  college  fj 
class.  When  some 
friends  from  Sioux  C 
couldn't  land  a  reo 
deal,  Waitt  offered  to 
nance  a  CD.  The  disc,  fr 
the  group  Chill  Factor, 1 
a  flop. 

The  film  division  ar 
from  similar  good  dee 
After  Hollywood  rejecte 
screenplay  written  by 
martial  arts  instructor,  W 
formed  a  production  co 
pany  to  get  it  filmed.  1 
movie  didn't  get  made, 
the  instructor,  Kerri  Li, 
came  an  unlikely  vice  pn 
dent.  "I  like  to  make  bets  on  peop 
Waitt  says.  "The  tide  is  subjecti 
He's  a  bit  of  an  odd-job  guy." 

Waitt,  who  sports  cas 
clothes  and  shaggy  strawber 
blond  hair,  is  one  of  myr 
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TUAL  PRIVATE  NETWORKS:  When  MasterCard  launched  the 
ment  industry's  first  Virtual  Private  Network  (VPN).three  years 
,  it  turned  to  AT&T  for  an  IP  VPN  with  bandwidth  on  demand.  The 
ible  system  now  operates  in  61  countries,  allowing  MasterCard 
nbers  to  expand  network  capacity  during  peak-season  loads.  No 
:ter  what  size  your  business,  when  transactions  soar,  AT&T  keeps 
n  moving  right  along. 


=r  AT&T  Business 


novative  Networks.  Innovative  Thinking'" 


t  how  VPN  can  speed  up  your  business.  Call  1  888  258-0588  or  visitwww.att.com/business/vpn 


FRONT 

monied  outsiders  buying  their  way  into 
show  business,  including  Marshall  Field 
heir  Frederick  (Ted)  Field  and  Federal 
Express  founder  Frederick  Smith.  Mi- 
crosoft cofounder  Paul  Allen  ponied  up 
$660  million  to  fund  DreamWorks. 

So  far  Waitt  has  seen  little  return. 
His  first  film,  Double  Whammy,  is  a 
low-budget  ($5  million)  flick  about  a 
cop  with  a  chronic  back  problem;  Eliz- 
abeth Hurley  plays  his  seductive  chiro- 
practor. The  film  opens  in  the  fall,  but 
early  word  isn't  encouraging. 


Waitt  fared  better  with  the  compan- 
ion CD  to  the  low-budget  surprise  hit 
The  Blair  Witch  Project;  it  sold  75,000 
copies.  (Gold  Circle  prescienth/  passed 
on  rights  for  the  sequel,  which  tanked.) 
And  he  hopes  the  next  album  by  CPR, 
fronted  by  David  Crosby,  will  go  plat- 
inum (1  million  units  sold).  It's  a  long 
shot:  CPR's  first  two  albums  sold  just 
100,000  copies  combined. 

What  Waitt  needs  now  is  patience. 
The  $10  million  he's  sunk  into  the 
record  division  could  take  years  to  pay 


off.  "I've  been  happy  with  our  prodw 
but  sales  have  been  disappointing  an 
kind  of  frustrating,"  he  says.  His  loss 
could  multiply,  not  that  he  frets  mu< 
about  it.  "Gold  Circle  is  something 
can  really  be  proud  of,  instead  of  'Ga 
we  sold  a  bunch  of  computers  th| 
year.'  How  interesting  is  that?" 

Visiting  the  set  of  Elysian  Fields.,  tl 
Mick  Jagger  movie,  Waitt  stares  dreanj 
ily  as  the  Rolling  Stone  and  actress  Ai 
gelica  Huston  embrace  passionately  f< 
the  camera.  "It's  so  cool,"  he  says. 


Street  Ball 


S  P  0  R  T  S  I  Matt  Doherty  and  Billy  Donovan  used  to  work  on  Wall  Street,  dribbling  stocks  and 
bonds  to  wary  investors.  Turned  out  to  be  a  bad  call  for  both,  so  they  did  what  every  Wall  Streeter 
really  wants  to  do:  coach  college  basketball.  Now  they  are  among  the  most  successful — their  teams 
are  sure  bets  for  March's  NCAA  tournament.  Lesson:  Take  the  shot.  — Monte  Burl 


BILLY  DONOVAN,  35 


University  of  Florida 

PLAYING  CAREER  HIGHLIGHT:  Led 
unheralded  Providence  College  to  the 
Final  Four.  Played  for  the  New  York 
Knicks. 

CAREER  COACHING  RECORD': 
133-74  (five  years  at  Florida,  two  at 
Marshall). 

WALL  STREET  JOB:  Stockbroker  for 
small  firm  run  by  father  of  a  Knicks 
ball  boy  (1988). 

WHY  HE  LEFT:  "I  hated  it.  I  was  cold- 
calling  all  day,  trying  to  drum  up  leads, 
studying  for  the  Series  7  broker  test 
[which  he  passed].  I'd  played  basket- 
ball all  my  life,  and  there  I  was  calling 
some  guy  in  Texas,  trying  to  get  him  to 
give  me  money  like  I  knew  what  I  was  doing." 
FAVORITE  WALL  STREET  MOMENT:  "One  day 
I'm  cold-calling,  and  this  guy  comes  in  and  says, 
Til  show  you  how  it's  done.'  He  makes  a  call  and 
the  next  thing  I  know  he's  jumping  up  and  down 
on  his  desk,  banging  the  phone,  yelling  into  the 
phone:  'Are  you  listening  to  me?'  That's  when  I 
knew  this  wasn't  for  me." 

i  BENEFITS  ON  WALL  STREET:  "None." 
FRINGE  BENEFITS  AS  COACH:  "Free  shoes." 
WAIL  STREET  APPLIED  TO  BASKETBALL: 
"Clients  were  shrewd,  competitive  guys.  I'm  try- 
ing to  teach  my  kids  to  be  competitive.  Who 
knows,  they  might  end  up  on  Wall  Street." 
WALL  STREET  SALARY:  $25,000 
FLORIDA  SALARY;  $1 2  million,  including  shoe 
and  broaHcsst  contracts. 


MATT  DOHERTY,  39 


University  of  North  Carolina 
PLAYING  CAREER  HIGHLIGHT:  Played  with 
Michael  Jordan  on  UNC  1982  championship 
team. 

CAREER  COACHING  RECORD1: 44-19  (one  ye. 
at  UNC,  one  at  Notre  Dame). 
WALL  STREET  JOB:  3/2  years  as  a  bond  sale: 
man  for  Kidder,  Peabody  &  Co.  (1984-87). 
WHY  HE  LEFT:  "It  took  me  3K  years  to  figure 
out  that  there  was  no  sports  page  in  the  Wall 
Street  Journal." 

FAVORITE  WALL  STREET  MOMENT:  "The  day 
decided  to  quit,  I  tapped  my  boss  on  the  shoulde 
and  said  'I'm  leaving.'  It  was  11:30.  He  asked  me 
when  I  was  coming  back.  He  thought  I  was  goin§ 
out  for  lunch." 

FRINGE  BENEFITS  ON  WALL 
STREET:  "Free  tickets  and  goi 
seats  at  sporting  events." 
FRINGE  BENEFITS  AS  COACH 
"Better  seats." 
WALL  STREET  APPLIED  TO 
BASKETBALL:  "It  was  like 
being  part  of  a  team,  guys 
high-fiving  on  big  trades.  I 
think  a  lot  of  guys  on  Wall 
Street  would  like  to  be  coac 
ing  college  basketball." 
WALL  STREET  SALARY: 
$25,000 

UNC  SALARY:  $145,000,  piu: 
an  expected  $700,000  in  sh 
and  broadcast  contracts. 

'As  of  Feb.  26. 
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Your  licenses  and  royalties  are  like  children. 
They  need  to  be  valued,  invested  in,  and  protected. 


y.com/thoughtcenter 


co 
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Licenses  and  royalties  comprise  an  important  part  of  your  bottom  line. 
However,  licensees  half  a  world  away  aren't  as  worried  about  your 
bottom  line  as  you  are.  At  Ernst  &  Young,  our  global  reach  and  auditing 
abilities  enable  us  to  advise  whether  your  partners  are  abiding  by  your 
agreements.  We  can  even  set  up  internal  systems  that  would  enable  you 
to  self-monitor  your  arrangements.  This  way,  your  licenses  can  grow 
up  to  be  the  big,  strong  profit  makers  you  always  wanted  them  to  be. 


noweconomy" 
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From  thought  to  finish 


Ernst  &  Young  lip 


Looking  at 
slower  sales 
growth— or 
increasingly 
marginal  loca- 
tions: Howard 
Schultz. 


BY  STEPHANE  FITCH 

WHAT'S  NOT  TO  LIKE  ABOUT 
Starbucks?  Last  year  it  earned 
$151  million,  77  cents  a  share, 
on  sales  of  $2.3  billion,  up  33%  and 
28%,  respectively,  over  1999.  Thanks  in 
part  to  higher  prices  and  a  40%  drop  in 
green  coffee  costs,  store  operating  mar- 
gins skipped  up  to  17%.  Store  count, 
boasts  Chairman  Howard  Schultz,  will 
grow  roughly  threefold  in  the  U.S.  and 
overseas  by  2005.  Along  the  way, 
Schultz  vows,  sales  and  earnings  will 
grow  by  25%  a  year. 

With  that  kind  of  future,  why  have 
Schultz  and  Chief  Executive  Orin 
Smith  between  them  been  dumping 
700,000  shares  since  July?  Okay,  some 
of  Schultz's  profits  will  help  pay  for  the 
Seattle  Supersonics,  which  he's  acquir- 
ing. But  the  sales  raise  another  ques- 
tion: Are  4,000  coffee  shops  really 
worth  $9  billion  in  market  cap?  You 
bet,  say  diehards,  who  point  to  Star- 
bucks' long  record  of  same-store  sales 
growth,  5%  to  9%.  They  hit  10%  last 
year,  thanks  largely  to  those  price  in- 
creases but  also  to  higher  traffic,  and 
have  recendy  fallen  back  to  6%  again. 


Now  wake  up  and  smell  the  real 
numbers.  Those  "comps"  are  in- 
flated— tainted  by  the  inclusion  of  un- 
usually high  sales  growth  from  second - 
year  stores.  How?  It  takes  time  for  sales 
at  a  new  Starbucks  to  reach  the 
$750,000-to-$800,000-a-year  average 
of  older  stores.  "By  the  end  of  year  one, 
it's  80%,"  says  Smith.  During  the  sec- 
ond year,  though,  sales  often  rise  an- 
other 25%,  bringing  the  yearling's  per- 
formance up  to  par.  But  if  that  store, 
and  many  others  like  it,  is  included  in 
the  comps,  it's  throwing  them  off  by  a 
significant  percentage. 

Take  the  6%  increase  Starbucks  re- 
ported in  January.  In  stores  open  at 
least  13  months — 2,674  stores  in  oper- 
ation by  Jan.  2,  2000 — sales  were  up 
$8.8  million  from  the  $146  million  re- 
ported the  previous  year.  So  sales  rose 
from  an  average  $54,600  per  store  in 
January  2000  to  $57,890  in  January 
2001.  But  in  that  base  of  2,674  stores, 
one-quarter  were  yearlings.  These  644 
were  in  various  stages  of  that  25% 
ramp-up  growth  phase. 

At  this  point  the  arithmetic  gets 
sketchy  for  someone  outside  the  com- 


pany, since  Starbu<i 
hasn't  released  the  fl 
details  on  sales  grow 
figures.  But  suppc 
that  the  yearling  sto 
grew  an  average 
12.5%  over  the  12  months.  If  a  foui 
of  the  stores  grew  12.5%  while  t| 
whole  group  grew  6%,  it  stands 
reason  that  the  remaining  thre 
fourths  grew  just  under  4%.  Thai 
not  much  more  than  inflation, 
even  the  price  increase  Starbucks  ii 
plemented  last  year.  Most  of  its  off« 
ings  went  up  4%  to  5%  between  t 
two  Januarys,  figures  Bear  Stearns  a 
alyst  Charles  Weissman. 

Add  it  up:  This  could  be  a  grow 
company  solely  by  dint  of  growth 
store  count,  not  growth  in  the  popuk 
ity  of  its  products.  That's  nothing  to 
ashamed  of,  but  it  should  make  t 
shareholder  start  thinking  about  whl 
growth  will  be  like  when  Starbuc 
runs  out  of  good  spots  for  its  oude 
Either  sales  growth  will  slack  off  a  go» 
bit  or  Starbucks  will  be  forced  to  p 
oudets  in  very  marginal  locations. 

Starbucks  Chief  Financial  Offic 
Michael  Casey  declines  to  reveal  sal 
growth  for  the  subset  of  stores  in  bu. 
ness  at  least  24  months,  but  says  th 
he,  Schultz  and  Smith  keep  an  eye  « 
the  figure.  They  also  watch  compa 
isons  for  the  stores  at  least  five  and 
least  ten  years  old.  "They're  differen 
he  says,  "but  no  matter  how  far  back  \ 
look,  they've  never  come  up  negative 
Core  growth  that's  greater  the 
zero?  Cold  comfort  to  someone  pa 
ing  60  times  trailing  12-month  ear: 
ings  to  get  a  piece  of  this  compan 
There  will  always  be  room  to  gro 
abroad,  of  course,  but  you  could  s; 
the  same  about  McDonald's,  and  th 
company  is  valued  at  a  mere  20  tim 
earnings.  The  whole  3-to-l  valuatic 
difference  between  these  two  chain 
that  is,  hangs  on  the  big  difference 
earnings-per-share  growth  rates.  Ov 
the  past  eight  years  Starbucks'  ean 
ings  per  share  have  been  growing 
43%  and  McDonald's  at  11%.  Hoi 
long  can  this  go  on? 
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Extensive 
resources  to 
help  you  invest. 

It's  all  part  of  the 
Prudential  Advisor 
relationship. 

•  Prudential.com  and 
Standard  &  Poor's 
Personal  Wealth 

websites 

•  Nine  Daily  Market 
Commentaries  from 
our  analysts 

•  Dial  in  to  regularly 
scheduled  pre-recorded 
strategy  calls 

•  Research  reports  such 
as  Investor  Weekly, 
Stockwise®  P.S.I.  Select® 
and  Yield  Advantage  to 
keep  you  informed  of 
the  latest  market  events 


on  your  terms. 

When,  where  and 
how  vou  want  it. 


Prudential  Advisor  is  the  full-service  investment  advisory  program 

that  puts  you  in  charge,  combining  the  personalized  advice  of  a  financial 

professional  with  pricing  that  makes  sense  for  today's  investor. 


Objective  Advice. 

Whether  you're  looking  for  new  ideas 
or  second  opinions,  a  highly  skilled 
Prudential  Securities  Financial 
Advisor  can  offer  the  perspective 
and  insight  you  need. 

Flexible  Choices. 

Enjoy  the  best  of  both  worlds — 
investing  with  the  help  of  your 
financial  advisor  or  online.  Either 
way,  you'll  get  the  level  of  service 
you  demand. 

Quality  Research. 

Our  team  of  award-winning  research 
analysts  tracks  nearly  800  companies — 
in  all  major  industry  sectors — and 
provides  analysis  of  key  markets  around 
the  world.  Research  is  one  of  the  many 
resources  that  you  and  your  financial 
advisor  can  tap  into  to  help  manage 
your  investments. 


Straightforward  Pricing. 

Upfront  and  easy  to  understand, 
Prudential  Advisor's  innovative  pricing 
helps  you  better  anticipate  your  total 
costs,  enabling  you  and  your  financial 
advisor  to  focus  on  what  matters  most — 
growing  your  assets. 

Call  now  for  your 
FREE  consultation 
and  brochure. 

Find  out  how  you 
can  invest  the  way 
you  want  through  the 
Prudential  Advisor 
program. 

1-800-THE-ROCK 

ext.  5138,  or  visit  prudential.com 


(Sfo  Prudential 


©  02/01  Securities  products  and  services  offered  through  Prudential  Securities  Incorporated,  199  Water  Street,  New  York,  NY  10292,  member  SIPC,  www.prudenticlsecurities.com,  a  Prudential  company. 


OUT  FRONT 


Last  Laugh 

FINANCE!  Bailout  money 
doesn't  come  cheap  in  a 
desperate  Silicon  Valley. 

BY  ERIKA  BROWN 

FOR  THE  PAST  FEW  YEARS  RICHARD 
Kimball,  a  partner  at  Technology 
Crossover  Ventures,  has  gotten  the 
shorter  end  of  the  stick  in  deals.  Unlike 
early-stage  investors  who  bet  small  for 
a  bigger  piece  of  the  action,  Kimball 
usually  entered  when  private  valuations 
were  higher  and  got  a  lesser  return 
when  a  company  was  acquired  or  sold 
shares  to  the  public. 

How  the  tables  have  turned.  With 
tech  crashing,  they  come  crawling  to 
late-stage  investors  like  Kimball  just  to 
avoid  bankruptcy.  A  soft-spoken  for- 
mer securities  analyst,  Kimball  is  not 
the  type  you'd  expect  to  see  pounding 
the  table  for  usurious  terms.  But  des- 
perate times  can  make  a  hard-nosed 


dealster  of  anyone.  "When  people  are 
scared,  smart  guys  figure  out  how  to 
make  money,"  he  says. 

Kimball,  riding  a  $1.7  billion  fund,  is 
mum  about  the  terms  he  got  for  chip- 
ping in  to  firms  like  Raza  Foundries, 
CosmoCom  and  CopperCom.  Suffice  it 
to  say  the  terms  of  his  new  deals  won't 
be  pretty.  Throughout  Silicon  Valley, 
bailout  money  comes  with  the  new 
high-tech  cramdown.  It's  a  variation  on 
the  old  bankruptcy  court  technique  in 


Urban 
Jumble 


Selling  names  of  sports  arenas  was  just  the  start.  Money- 
hungry  cities  are  now  hawking  naming  rights  for  everything 
from  subway  stops  to  schools.  — Brendan  Coffey 

SELLING  WHAT  NAME?  COST  COMMENT 

$1  million  per  stop  annually  Hello,  MCI  WorldCom  Station? 

$30  million  Delta  Airlines  has  signed  deal 

$10  million  $1  million  gets  you  the  library  name 

Negotiable  Sorry,  no  parks  with  "historical  significance" 

Public  schools/classrooms  "Significant  contributions"  No  takers  yet 

Ads  on  fire  dept.  helicopter  $1.5— $1.8  million  a  year  Do  you  really  want  your  name  linked  to  fires? 


WHERE 

Boston 
Cincinnati 
Florida 
Chicago 
Charlotte,  N.C. 
San  Diego 

Bay  Shore,  N.Y.  Long  Island  Aquarium       $10  million 


Subway  stations 
Convention  center 
New  state  law  school 
Skating  rinks/parks 


Cut  bait  now— May  I  deadline  looming 


which  a  few  powerful  creditors  fd 
crappy  terms  down  the  throats  o 
others.  West  Coast  VCs  use  grool 
terms  such  as  ratchets,  washouts 
squeezes,  but  the  game  is  the  same:  Fj 
birds  see  their  equity  diluted,  fount 
walk  away  with  a  bit  of  cash  and  si 
and  later  investors  hold  all  the  cards. 

The  average  valuation  for  late-s 
venture-backed  firms  dropped  fn 
$108  million  in  the  first  quarter  of  2j 
to  $61  million  in  the  fourth  quarter, 
cording  to  Venture  Economics.  Tl 
were  only  261  rounds  of  venture  fu 
ing  in  the  fourth  quarter  of  2000,  dc 
from  518  in  the  first  quarter. 

E-commerce  software  firm  Inte 
Development  was  valued  between  $ 
million  and  $300  million  in  Decen 
1999  when  it  got  $47  million  fro 
group  of  VCs  including  Pivotal  Caj 
and  Nassau  Capital.  Bruce  Felt,  Iij 
gral's  chief  financial  officer,  is  now  t 
ing  another  $10  million  for  his  p 
itable  firm.  Investors  told  him  to  exj 
a  50%  to  80%  haircut  from  pi 
rounds.  One  VC  demanded  a  guar 
teed  40%  return  in  one  year.  Felt  too 
pass  on  that  one. 

Tech  deals  used  to  be  pari  pa 
which  means  each  investor's  shares 
gardless  of  the  purchase  price,  vt 
treated  equally  in  a  sale  or  public  of 
ing.  Now  late-stage  investors  are  getl 
terms  that  automatically  yield  th 
anywhere  from  one  to  five  times  tl 
original  investment  before  anyone 
can  split  what's  left  over  in  the  even 
an  acquisition  or  sale.  Steven  Birc 
Charter  Growth  Capital  says  he's  d 
two  deals  recently  where  he  would 
twice  his  money  back  before  sharehc 
ers — including  himself — got  their  t 
centage  holdings. 

"Two  years  ago  you  never  wo 
have  gotten  these  terms,"  says  And 
Sheehan,  a  general  partner  at  ABS  G 
tal.  "It  is  a  pretty  ugly  situation  wh 
there  isn't  enough  to  distribute  ami 
the  shareholders." 

Vultures  can  get  their  wings  clipp 
too.  Last  June  a  group  including  Cite 
Limited  Partnership  and  Angelo  Gore 
invested  $98  million  for  stock  and  \\ 


1----B  Q  N — X 


rants  convertible  to  1 1%  of  Etoys.  They 
inserted  a  provision  into  the  deal  grant- 
ing them  the  right  to  reprice  the  conver- 
sion feature.  The  holidays  were  a  bust  for 
Etoys.  Its  stock,  $5.24  at  the  time  of  the 
deal,  has  slid  to  13  cents.  A  series  of 


repricings  has  bumped  the  later  investors' 
stake  to  43%,  diluting  early  investors 
Idealab  and  Sequoia  Capital.  But  the  vul- 
tures are  down  to  a  $9.6  million  holding. 

Much  of  this  is  new  to  fresh-faced 
dealmakers.  Says  Jon  C.  Avina,  29,  a 


lawyer  at  Wilson  Sonsini  Goodricl 
Rosati:  "I  was  told  to  look  out  for  j 
tain  terms  on  deals  like  'ratchets'  but 
never  seen  them  in  practice  until  the) 
cent  downturn  in  the  market."  V 
come  to  the  poker  table,  pal. 


Culture  Gap 

G  L  0  B  A  L  I  With  its  domestic 
operations  in  trouble,  Gap  isn't 
getting  much  help  from  abroad. 

BY  KELLY  BARRON 

IF  ANY  RETAIL  BRAND  LOOKED  LIKE  A 
sure  bet  internationally,  it  was  the 
Gap,  the  3,700-store  clothing  chain 
that  has  proliferated  like  kudzu  across 
the  U.S.  With  an  image  as  American  as 
Levis  or  Coke,  the  company  figured  it 
would  be  an  easy  sell. 

Banking  on  success,  Gap  crowed 
about  becoming  "the  world's  head- 
quarters for  khakis"  in  1998. 

So  much  for  conquering  the  world. 
With  fourth-quarter  profits  expected  to 
fall  by  37%  to  $262  million  from  a  year 
ago,  same-store  sales  off  by  12%  in  Jan- 
uary and  fashion  miscues,  Gap  could 
use  all  the  help  it  can  get  from  its  stores 
outside  the  U.S.  Instead,  the  interna- 
tional business  is  almost  as  sick. 

Same-store  sales  in  Gap's  525  inter- 
national stores  fell  an  estimated  10%  in 
January  and  were  off  about  5%  in  the 
past  half-year.  The  company  cryptically 
acknowledged  to  analysts  last  year  that 
in  Germany  and  France  it  hasn't  been 
able  "to  work  out  the  economics."  It  is 
cutting  international  store  growth  to 


20%  to  25%  this  year  from  41%  in  the 
year  just  ended.  The  company's  inter- 
national operating  margin  (net  before 
interest  and  taxes,  as  a  percent  of  sales) 
will  decline  to  10%  in  fiscal  year  2001 
from  12%  in  1999,  estimates  Goldman 
Sachs  analyst  Barbara  Miller.  Those 
margins  are  far  less  than  the  company's 
overall  profit  margin  estimated  at  16% 
in  fiscal  2001. 

Gap's  failing  may  be  in  believing 
that  it  can  apply  uniform  merchandis- 
ing and  marketing  around  the  world.  In 
Japan,  the  tags  on  Gap  clothing  are  in 
English.  Gap  employees  cheerfully  greet 
customers  with  the  casual  Japanese  ver- 
sion of  "hi,"  an  unaccustomed  infor- 
mality for  the  mannerly  Japanese. 

Despite  all  the  Americanizing,  the 


Foreigners  apparently  aren't  enamored  of  all  things  American.  Several  other  U.S. 
retail  brands  have  stumbled  in  overseas  markets. 

RETAILER 

INTERNATIONAL  PROBLEMS 

Gymboree 

Cutesy  kids  clothes  not  so  cute  in  Europe,  where  Gymboree  is  scaling  back  growth  after 

optming  more  than  two  dozen  stores  within  the  past  two  years. 

InterTan 

Licensed  Radio  Shack  retailer  sold  off  377  moneylosing  shacks  in  U.K.  in  1999. 

Office  Depot 

Rs  ;ent  closings  of  a  half-dozen  French  stores  leave  a  pink-slip  paper  trail. 

Talbots 

•1  proper  look  a  hit  here,  but  not  so  internationally,  where  rate  of  sales 
growth  was  less  than  half  domestic  growth  in  fiscal  2000. 

Toys  "R"  Us 

Took  Barbies  off  the  sheif  when  it  shuttsred  50  international  stores  in  late  1998. 

Source:  Company  documents. 

Just  looking:  Despite 
the  Americanizing,  tH 
Japanese  like  bargai 

Japanese  seem 
mostly  want 
gains.  Uniqlo,  a  4 
store  Gap  rii 
owned  by  Fast  ReU 
ing  Co.,  cheaj 
sources  its  fashic 
from  China  and  u 
dercuts  the  Gap 
price.  In  HarajuN 
the  heart  of  tj 
Japanese  fashii 
world,  Uniqlo  sells  denim  jackets  l| 
$25,  half  the  price  of  similar  jackets  ai 
nearby  Gap. 

Even  monolithic  Wal-Mart  has  fi 
ured  out  how  to  tailor  its  merchandi 
and  suppliers  to  the  locale,  whether 
the  U.S.  or  abroad.  In  Beijing  Wal-Ma 
sells  20-pound  moon  cakes  to  coincit 
with  Chinese  lunar-year  holiday 
Given  the  challenge  of  byzantine  reta 
ing  laws  overseas,  such  customization 
a  big  help.  In  Europe,  for  instance,  rj 
tailers  need  special  permission  to  bu 
stores  larger  than  40,000  square  feet. 

If  anything,  some  foreign  tastes  flo 
backwards.  Gap  experimented  in  two  < 
its  Old  Navy  stores  in  the  U.S.  wit 
Japanese  punk  fashions  that  include 
plaid  shirts  with  the  sleeves  ripped  ol 
then  reattached  with  safety  pins.  Fortu 
nately,  the  trend  never  caught  on. 

Fighting  battles  on  both  fronts,  Gai 
Chief  Executive  Officer  Mickey  ! 
Drexler  merged  domestic  and  interna 
tional  operations  in  1999  and  installe 
Kenneth  Pilot,  formerly  head  of  Gap 
outiet  business,  to  run  worldwide  met 
chandising.  Pilot  replaced  Robert  Fishe 
son  of  Gap  founder  Donald  Fishei 
when  Robert  quit.  Looks  like  it  may  b 
time  for  Gap  to  drop  the  jingoism 

Additional  reporting  by  Shiyori  ltd 
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In  the  global  oil  and  gas  business, 
it  helps  to  recognize 
the  negotiating  table. 


Cultural  awareness  workshops  teach  our 
employees  sensitivity  to  local  cultures.  Our  goal 
is  to  build  respectful  relationships  with  the 
communities  where  we  work.  Acting  responsibly 
creates  stability,  which  ensures  long-term  profits. 


Nexen  is  a  super-independent  with 
core  assets  and  targeted  exploration 
programs  worldwide. 


nexen 

NXY  energy  to  outperform 

HBH1B 

NYSE  www.nexeninc.com 
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BY  BRANDON  COPFI  I 


la 

"Chicago  is  great,  but  | 
isn't  enough":  Jol  i 
Madigan  wants  l|  * 
country  in  his  po 


Forbes 
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VER  THE  FIRST  50  YEARS 
of  the  last  century  the 
Chicago  Tribune  clawed 
its  way  to  national 
prominence  as  the  fire- 
eating,  bombastic  edi- 
torial personification  of 
its  editor  and  publisher, 
imel  Robert  R.  McCormick.  Among 
:r  things,  McCormick  used  the  Trib 
trumpet  the  supremacy  of  his 
icagoland"  over  other  cities  he  con- 
red  less  American.  He  reserved  most 
is  geocentric  contempt  for  nutty  Cal- 
nia  and  that  "reservoir  of  evil,"  New 
cCity. 

Mow,  46  years  after  McCormick's 
h,  Tribune  Co.  has  staked  its  fortunes 
he  very  cities  that  so  disgusted  its  pa- 
rch. From  his  office  in  the  Tribune 
;r,  one  floor  below  where  the  Colonel 
e  looked  out  over  the  westward 
wl  of  Chicagoland,  Chairman  John 
Vladigan  insists  McCormick  would 
rove  of  his  coastal  foray. 
'Chicago  is  great,  but  it  isn't 
ugh,"  says  Madigan,  63.  A  former  in- 
ment  banker  who  came  to  Tribune 
bief  of  finance  and  ascended  to  the 
spot  in  1995,  Madigan  enjoyed  five 
s  of  strong  results  and  Wall  Street 
lation:  Tribune  shares  quadrupled  as 
lings  (before  goodwill  amortization) 
ost  doubled  between  1995  and  1999. 
rhat  adoration  ended  abrupdy  a  year 


ago  with  the  purchase  of 
Times  Mirror  for  $8  billion, 
65%  of  it  in  cash.  Tribune 
shares  sank  17%  to  a  52-week  low.  In- 
vestors shuddered  at  the  additional  in- 
terest on  borrowed  funds  and  the  dilu- 
tion from  newly  issued  shares.  There's 
more  for  shareholders  to  worry  about:  a 
recent  rise  in  newsprint  costs  and  a  slow- 
down in  ad  spending.  There  is  as  well  an 
underlying  uneasiness  about  whether 
Madigan  can  lead  Tribune  into  multi- 
media territory,  where  newspaper  com- 
panies have  yet  to  venture  profitably. 

The  Times  Mirror  deal  made  Tri- 
bune, with  $5.7  billion  in  2000  sales  and 
access  to  80%  of  U.S.  households,  into 
the  world's  eighth-largest  media  com- 
pany. It  owns  the  dominant  papers  in 
Chicago,  Los  Angeles,  Baltimore  and 
Hartford,  plus  the  number  three  daily  in 
New  York;  Tribune's  two  Florida  papers 
make  it  the  largest  publisher  in  a  state 
prized  by  advertisers  almost  as  much  as 
by  presidential  candidates.  It  has  22  tele- 


vision stations,  including 
ones  in  New  York,  Los  Ange- 
les and  Philadelphia. 
Madigan's  notion  is  that  this  con- 
glomeration of  assets  is  worth  more  than 
the  sum  of  the  parts.  Tribune  Media  Net 
will  be  the  proof  of  this  novel  pudding. 

Media  Net  is  a  vehicle  for  selling  na- 
tional-run ads,  which  pits  Tribune  news- 
papers against  USA  Today,  the  New  York 
Times  and  the  Wall  Street  Journal.  Among 
them  these  three  dailies  take  in  $3  billion 
a  year  in  national  advertising.  Tribune 
hopes  to  shave  off  a  $50  million  piece  of 
that  jackpot  this  year.  Like  Gannett,  the 
owner  of  USA  Today  plus  a  lot  of  smaller 
papers  and  22  TV  stations,  Tribune  hopes 
to  get  synergy  by  having  its  papers  share 
special  sections  and  by  offering  cross- 
media  buys  to  advertisers  who  also  want 
broadcast  slots. 

Fifteen  of  Tribune's  television  sta- 
tions are  affiliated  with  the  WB  Net- 
work, whose  teenybopper  audience 
nicely  complements  Tribune's  older 
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WE  DIDNT  JUST  JUMP  ON  THE  : 
INFRASTRUCTURE  BANDWAGO 

WE  BUILT  IT  !( 


It's  time  to  set  the  record  straight.  Long  before  our  competitors  even  added  the  word 
"infrastructure"  to  their  vocabulary,  we  were  busy  creating  it.  Since  we  first  launched 
Unicenter*  it  has  become  the  de  facto  global  standard  for  managing  eBusiness 
infrastructure.  But  we  didn't  stop  there-we're  also  the  world  leader  in  security  and  storage 
software.  Every  day,  our  software  handles  over  180  million  transactions,  protects  $50  billion 
in  wire  transfers  and  stores  40  million  security  exchanges.  Expertise  doesn't  happen 
overnight.  It's  taken  25  years  of  hard  work  and  leadership  to  get  to  be  the  best.  So 
when  we  say  you  can  trust  every  one  of  our  18,000  employees  around  the  world  to  deliver 
the  software  and  service  that  your  eBusiness'  success  depends  on,  we  really  mean  it. 


ComputerAssocial 


HELLO  TOMORROW     WE  ARE  COMPUTER  ASSOCIATES     THE  SOFTWARE  THAT  MANAGES  eBUSINESS'" 


ca. 


©2001  Computer  As?  r«instionai.  Inc.  (CA).  All  trademarks,  trade  names,  service  marks,  and  logos  referenced  herein  belong  to  their  respective  com| 


Simply  Towering 

Top-line  growth  is  tough.  But  when 
it  comes  to  operating  efficiencies, 
Tribune  Co.  has  few  rivals. 


$15 


million  Costs  cut  at 

L.A.  Times  in  first  five  months  of 
Tribune  ownership. 


28.2%  Operating^ 

margins  at  Tribune 
newspapers,  second 
best  among  large 
operators. 

$35  million  New 

operating  income  this 
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Mirror  papers. 
Sources:  Tribune;  Morgan 
Stanley  Dean  Witter. 


|  '"mi  j| 


S3"  5 

11  111  Stiff  H 


i  ... 


spaper  readership.  The  online  ver- 
s  of  Tribune  papers  include  7  of  the 
50  news  Web  sites  and  together 
v  4.3  million  unique  visitors  last 
;,  48%  more  than  Usatoday.com. 
t  helped  Tribune's  interactive  divi- 
contribute  $42  million  in  sales  last 
.  The  division  is  supposed  to  be- 
ie  profitable  in  2002. 
fhe  one-stop  shopping  concept  for 


advertisers  is  no  sure 
bet.  For  one  thing, 
Tribune  and  Gan- 
nett aren't  the  only 
ones  making  a 
cross-media  pitch. 
Viacom,  AOL  Time 
Warner  and  News 
Corp.  are  all  in  the 
game,  with  different 
mixes  of  media.  And 
then,  not  all  adver- 
tisers are  bowled 
over  by  the  concept. 
Scott  Harding, 
chairman  of  News- 
paper Services  of 
America,  an  Inter- 
public division  with 
$1.6  billion  in  an- 
nual billings,  says 
Tribune  could  not 
tell  him  anything  he 
does  not  already 
know  about  circula- 
tion and  demo- 
graphics. "Unless 
they  can  offer  some- 
thing on  the  cost 
side,  we  don't  care 
who  the  owner  is," 
he  says. 

Discounts? 
Heaven  forbid.  "We 
do  not  believe  in 
leading  with  price," 
says  a  defiant  David 
Murphy,  a  Tribune 
veteran  of  24  years 
who  leads  Tribune 
Media  Net.  Instead, 
Murphy's  90-per- 
son  sales  staff  relies 
on  creativity.  They 
convinced  Citi- 
group to  spend  an  estimated  $500,000 
on  a  national  campaign  in  part  by 
throwing  in  ad  space  in  Tribune's  Los 
Angeles  Spanish-language  paper  La 
Opinion,  after  Citi  executives  mentioned 
their  interest  in  the  Hispanic  popula- 
tion. Tribune  has  also  done  a  Chicago- 
L.A.-Florida  campaign  for  Merrill  Lynch 
and  a  print-television-Internet  sweep- 
stakes for  DreamWorks'  premiere  of  The 


Legend  of  Bagger  Vance. 

With  those  deals  and  a  hodgepodge 
of  local  cross-media  buys,  Tribune 
Media  Net  booked  sales  of  $5.2  million 
in  January.  Pretty  small  compared  with 
Gannett,  which  does  $792  million  a  year 
in  national  advertising  (at  USA  Today 
and  via  multicity  sells  of  newspaper  or 
television  ads). 

Wall  Street  is  still  shrugging. 
"They're  in  show-me  mode  for  the  next 
year,"  says  Credit  Suisse  First  Boston  an- 
alyst William  Drewry,  who  is  cautiously 
bullish  on  Tribune.  Even  at  its  depressed 
price,  Tribune  is  no  great  bargain.  Its  en- 
terprise value  (market  value  of  common 
shares  plus  debt  outstanding)  is  $15.2 
billion.  That's  nine  times  the  operating 
income  (earnings  before  depreciation, 
amortization,  interest  and  taxes)  pro- 
jected for  2001 — only  slightly  cheaper 
than  Gannett,  whose  $23  billion  enter- 
prise value  is  9.5  times  projected  oper- 
ating net. 

It  is  likely  that  the  Financial  Ac- 
counting Standards  Board  will  soon 
eliminate  goodwill  amortization.  Under 
this  quaint  accounting,  a  company  amor- 
tizes, with  an  annual  charge  to  net  in- 
come, the  premium  over  book  value  it 
paid  in  acquisitions.  Eliminating  the 
amortization  would  add  36  cents  a  share 
to  Tribune's  expected  2001  net  of  $1.57. 
But  don't  expect  any  bonanza  in  the 
stock  price  as  a  result.  Any  halfway  intel- 
ligent investor  is  already  valuing  media 
companies  on  the  basis  of  their  pre- 
amortization  net. 

Here's  another  regulatory  change 
that  would,  in  contrast,  make  a  substan- 
tive difference  to  what  Madigan  is  trying 
to  do.  The  Federal  Communications 
Commission  is  expected  to  repeal  a  26- 
year-old  rule  that  prohibits  common 
ownership  of  a  newspaper  and  a  televi- 
sion station  in  the  same  city.  (Tribune's 
ownership  of  WGN  in  Chicago  goes  back 
to  1948  and  was  grandfathered  in.)  It  was 
in  anticipation  of  the  demise  of  the  co- 
ownership  rule  that  Tribune  paid  so 
richly  for  Times  Mirror.  Without  a  re- 
peal, Madigan  would  have  to  divest  ei- 
ther the  L.A.  Times  or  KTLA.  But  at  the 
moment,  there's  still  hope  for  Tribune 
Media  Net.  F 
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Medicine  Show 

Once-dowdy  Abbott  Labs  is  now  spending  big 
bucks  to  become  a  pharma  powerhouse.  Lotsa 


iuck. 


BY  MARK  TATGE 

ABBOTT  LABORATORIES  JUST 
wants  to  play  in  the  big 
leagues.  That's  why  it's  bor- 
rowing $6  billion  to  buy  a 
fairly  undistinguished  division 
of  German  chemical  giant  BASF.  The  ac- 
quisition of  Knoll  Pharmaceuticals  trans- 
forms Abbott  into  the  9th-largest 
pharma  in  the  world,  up  from  14th  place. 
But  does  the  $6.9  billion  deal  really  make 
it  a  better  company?  It  almost  quintuples 
Abbott's  debt  and  adds  only  $400  mil- 
lion to  operating  income  (earnings  be- 
fore interest,  taxes  and  amortization).  On 
the  bottom  line  it  dilutes  earnings  per 
share  by  12  cents  this  year  and  adds 
perhaps  a  penny  per 
share  next  year. 


"If  ever  we've  seen  a  defensive  ac- 
quisition, surely  this  must  be  it,"  says 
Carol  Levenson,  research  director  at 
Gimme  Credit  in  Chicago.  "Presum- 
ably a  company  with  $7.5  billion  in 
debt  looks  less  appetizing  than  one 
with  $1.6  billion." 

In  fact,  Knoll's  payoff  may  be  years 
away.  Its  most  promising  product,  a 
rheumatoid-arthritis  drug  called 
D2E7,  won't  appear  until  2003  at  the 
earliest.  Synthroid,  which  dominates 
the  hypothyroid  market,  faces  regula- 
tory hurdles  and  is  under  review.  Its 
obesity  drug  Meridia  had  disappoint- 
ing sales  last  year. 

Abbott,  unsurprisingly,  has  a  differ- 
ent view.  "You  essentially  have  a  self- 
funded  R&D  play  that 
pays  for  itself  be- 
ginning next 


year,"  insists  Catherin 
Babington,  vice  presidei 
investor  relations.  ' 
think  this  is  a  great  deal 
Chief  Executive  Milt 
White  is  on  a  tear  to  b 
Abbott  (2000  sales:  $j 
billion)  into  a  product! 
what  he  calls  "breakthrough  med 
technologies."  He's  got  miles  to 
Though  nearly  50%  of  Abbott's  gk 
sales  last  year  came  from  pharmacy 
cals,  the  percentage  contribution  of 
mestic  drug  sales  to  operating  pro 
has  been  slipping,  mostly  because  of) 
expiration  of  patent  protection  on  i 
of  Abbott's  top  sellers,  Hytrin,  use« 
treat  hypertension  and  enlar 
prostates.  When  White  took  over 
years  ago,  he  had  nothing  to  rep] 
Hytrin  and  other  maturing  Abt 
drugs.  He  struck  60  drug  and  ot 
marketing  deals,  buying  time  untl 
could  find  a  way  to  acquire  or  buii 
significant  product  pipeline. 

Not  without  missteps.  Start  w 
White's  failed  $7.3  billion  bid  in  1 
to  buy  Alza,  whose  products  are  ain 
chiefly  at  cancer  and  urological  c 
eases.  The  deal  collapsed  partly  beca 
of  antitrust  concerns — an  Abbott  jc 


White  struck  60 
marketing  deals, 
buying  time  to 
acquire  or  build  a 
large  pipeline.  Not 
without  missteps. 


How  to  make  yours  work  even  harder. 

Get  more  for  your  investment  dollar 
with  American  Express  Brokerage. 

Smart  investors  look  for  value.  And  they  find 
it  at  American  Express  Brokerage.  Simply  open 
an  account  and  you  can  qualify  for  free  online 
stock  trading*  Enjoy  fee-free  banking  features 
like  online  bill  payment,  ATM  withdrawals  and 
unlimited  check  writing^  in  addition  to  attractive 
money  market  rates.1  Plus,  you  can  even  receive 
a  complimentary  American  Express®  Gold  Card 
valued  at  $75.§  When  it  comes  to  online  trading, 
American  Express  gives  you  the  extras  to  help 
you— and  your  investment  dollar— do  more. 


trading  investments  online  banking  1-800-297-8004  americanexpress.com 
 i  i  1  

se  online  stock  buys  per  month  with  an  account  balance  of  $25,000  or  more.  Ten  free  online  stock  buys  and  sells  per  month  with  an  account  balance  of  $100,000  or  more.  For 
:  more  than  3,000  shares,  add  $0.03  per  share  above  3,000.  Online  market  orders  at  lower  asset  levels,  online  limit/stop  orders  and  all  online  orders  in  excess  of  allotted 
free  trades  are  $1 9.95.  Account  balance  (defined  as  cash,  money  market  funds,  mutual  funds,  stocks,  options,  and  bonds)  is  reviewed  periodically  to  determine  commission  rates, 
immissions  do  not  apply  to  the  sale  of  restricted  stock.  Fees  and  commissions  are  subject  to  change.  If  your  balance  falls  below  $5,000,  you  will  incur  a  monthly  service  fee  of  $5 
ain  check-writing  and  ATM/debit  card  features.  ATM  surcharge  reimbursements  are  available  for  a  limited  time  only  for  customers  with  less  than  $25,000  in  assets.  Accounts 
mces  below  $25,000  will  incur  a  monthly  service  fee  of  $6.95  for  our  online  bill  payment  service.  'An  investment  in  a  money  market  fund  is  not  guaranteed  by  the  Federal 
nsurance  Corporation  or  any  other  government  agency.  Although  the  fund  seeks  to  preserve  the  value  of  your  investment  at  $1 .00  per  share,  it  is  possible  to  lose  money  by 
in  the  fund.  Investments  are  not  insured  by  the  FDIC,  are  not  deposits  or  obligations  of  or  guaranteed  by  a  financial  institution,  involve  investment  nsks  including  possible  ioss  of 
All  deposit  products  and  services  are  offered  by  American  Express  Centurion  Bank,  a  federally  insured  financial  institution.  5To  be  eligible  for  a  fee-waived  Gold  Card,  you  must 
5,000  or  more  in  assets  in  your  account  or  on  deposit  with  American  Express  Centurion  Bank.  American  Express  Financial  Advisors  Inc.  Member  NASD  and  SIPC.  American 
Company  is  separate  from  American  Express  Financial  Advisors  Inc.  and  is  not  a  broker-dealer.  ©2001  American  Express  Financial  Corporation.  All  rights  reserved. 
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venture  with  Takeda  Chemical  had  a 
similar  prostate  drug.  But  the  real  killer 
came  when  investors  dumped  Abbott's 
shares  after  the  Food  &  Drug  Adminis- 
tration persuaded  a  federal  judge  to  bar 
Abbott  from  making  urine  and  blood 
diagnostic  kits  until  it  could  correct 
manufacturing  deficiencies,  something 
Abbott  had  been  unable  to  do  for  six 
years  voluntarily.  Result:  a  $100  million 
fine  and  $250  million  in  lost  sales.  The 
FDA  also  came  down  on  Abbott  because 
the  company  failed  to  fix  contamina- 
tion in  its  manufacturing  of  the  anti- 
clotting  drug  Abbokinase,  made  from 
the  kidney  cells  of  dead  newborns. 
(Lost  sales,  again,  are  $250  million  an- 
nually; the  drug  should  be  relaunched 
next  year.)  And  Abbott,  through  its  ven- 
ture with  Takeda,  now  faces  the  possi- 
bility of  paying  millions  more  in  fines 
once  the  U.S.  Justice  Department  con- 
cludes its  investigation  into  the  mar- 
keting practices  behind  its  top-selling 
prostate-cancer  drug,  Lupron. 

Whatever  happened  to  the  old  Ab- 
bott? The  North  Chicago,  111.  health 
care  company  used  to  be  a  paragon  of 
financial  stability.  Before  the  run-up  in 
debt  Value  Line  rated  the  company 
A++  for  financial  strength  and  100  out 
of  100  for  earnings  predictability. 
Among  its  steady  performers:  Selsun 
Blue  dandruff  shampoo,  Similac  infant 
formula  and  diagnostic  kits  for  HIV  and 
diabetes.  The  brightest  prospects  were 
drugs,  which  accounted  for  only  about 
20%  of  domestic  sales  but  as  much  as 
40%  of  operating  profits. 

Hence  the  drug  rush.  Some  home- 
grown products  may  bear  fruit,  partic- 
ularly under  the  guidance  of  Jeffrey  M. 
Leiden,  former  chief  of  cardiology  at 
the  University  of  Chicago,  who  was 
hired  last  year.  Kaletra,  an  HIV  protease 
inhibitor  introduced  last  fall,  could  be 
worth  $200  million  in  sales  by  2002. 
New  cancer,  cardiovascular,  AIDS,  dia- 
betes, obesity  and  rheumatoid-arthri- 
tis drugs  are  also  on  White's  menu.  He 
is  most  excited  about  ABT-627,  a 
prostate-cancer  drug,  which  has  passed 
Phase  II  clinical  trials  and  will  receive 
fast-track  review  by  the  FDA. 

Meantime,  the  pre-Knoll  Abbott 
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moves  ahead.  Earnings  increased 
last  year  to  $2.8  billion,  or  $1.78  a  sj 
on  a  4%  sales  gain.  The  stock  hai 
bounded  from  a  $29  low  a  year  a§ 
$50.  That's  a  fairly  robust  28  times  I 
ing  earnings. 

What  will  Knoll  do  to  the  pictui 
will  help  increase  Abbott's  drug 
spending  to  $1  billion  a  year,  or  12' 
pharma  revenues.  That's  up  from  al 
10.5%  now,  but  well  below  the  15c 
16%  major  drug  companies  inve: 
brings  in  some  promising  worl 
monoclonal  antibodies,  proteins 
can  be  aimed,  magic-bullet  fashio: 
cancerous  cells.  But  there  is  a  lim 
how  richly  Abbott  can  fund  cutt 
edge  science  when  it  is  covering  an 


Pill  Talk 

Pharmaceuticals  spend  about  $500 
million  to  bring  a  new  drug  to  market 
and  most  of  them  never  get  there. 

The  total  spent 
drug  companies  last  year  on  R&D. 


The  percentage  of  new  drugs 
that  fail  to  make  money. 


The  number  of  Viagra  pills  dispens 
every  second  around  the  world. 

Sources:  Pharmaceutical  Research  an< 
Manufacturers  of  America;  Boston 
Consulting  Group;  Pfizer. 

nual  interest  bill  of  up  to  $450  milli 
Knoll  could  use  some  tightenin  i 
the  belt.  Under  BASF  its  operating  n 
gin  ran  12.5%,  less  than  half  tha 
larger   pharmaceutical  compan 
"Puffy"  is  how  a  recent  Salomon  Sn 
Barney  report  characterized  Kn  I 
whose  average  rep  brings  in  31%  I 
revenue  than  an  Abbott  salespersn 
White,  46,  says  he  can  squeeze  $  % 
million  out  of  Knoll  by  2003.  A  o  I 
time  consultant  from  McKinsey  &  3 
who  worked  his  way  up  the  diagnos  pi 
unit,  White  knows  how  to  hang  toipl 
He  beat  out  two  formidable  c  I 
tenders — the  head  of  Abbott's  inter  I 
tional  division  and  the  guy  in  charg  > 
pharmaceuticals — for  the  top  job.  i 
his  biggest  challenges  lie  ahead. 
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What  is  the  most  cost-effective  way  to  catch  breast 
cancer  early,  when  it's  most  treatable?  It's  not  doctors 
who  answer  this  question.  It's  lobbyists. 


BY  ELISA  WILLIAMS 

WHEN  GENERAL  ELECTRIC 
developed  a  digital 
mammography  ma- 
chine that  makes  crisper 
images  than  conven- 
tional X-ray  film,  it  knew  just  where  to 
pitch  the  technology.  Jeffrey  Immelt, 
soon  to  be  the  chief  executive  of  GE, 
threw  a  coffee  klatch  at  the  Reserve  Offi- 
cers Association  near  Capitol  Hill  last 
April.  Several  dozen  legislators  and  their 
spouses  came  for  the  party  and  demo. 

One  congressman  was  so  impressed 
that  he  vowed  to  get  Washington  to 
subsidize  tests  run  on  the  machines. 

"You  could  see  the  analog  next  to 
the  digital  and  the  clarity  was  incredibly 
different,"  effuses  E.  Clay  Shaw  Jr.,  a 
Florida  Republican  on  the  Ways  & 
Means  committee.  "I  went  about  look- 
ing to  see  what  we  could  do  to  get  this 
technology  so  it  could  be  reimbursable 
with  Medicare  and  how  we  could  get  it 
into  my  district." 

Most  of  the  decisions  about  how  to 
carve  up  the  estimated  $237  billion 
Medicare  budget  are  made  by  the  De- 


partment of  Health  &  Human  Services. 
But  certain  mammograms  are  differ- 
ent. Congress  enacted  a  statute  spelling 
out  the  amount  of  reimbursements 
"screening"  mammograms  receive,  and 
at  the  moment,  it's  $69.  The  reimburse- 
ment for  a  more  exacting  "diagnostic" 
mammogram,  which  is  set  by  adminis- 
trators, not  Congress,  is  about  $89. 

Thanks  to  GE's  lobbying,  the  106th 
Congress  boosted  Medicare  reimburse- 
ments by  even  50%  more  if  the  mam- 
mograms are  done  with  dig- 
ital technology.  And  GE 
wasn't  the  only  winner  in 
the  mammography  compe- 
tition of  2000.  R2  Technol- 
ogy, a  privately  held  firm  in 
Los  Altos,  Calif.,  makes  soft- 
ware that  works  like  a  sec- 
ond pair  of  eyes  scanning  a 
mammogram  for  trouble 
spots  a  doctor  may  miss. 
Congress  spelled  out  a 
bonus  for  R2 — a  $15  sup- 
plement for  its  kind  of 
enhancement. 

There's  one  little  prob- 


lem. Doctors  argue  tl 
reimbursement  rates 
so  low,  access  to  bi 
mammograms  is 
jeopardy.  Ellen  Menc 
son,  mammograj 
chief  at  the  West 
Pennsylvania  Hospi 
says  the  digital  ma| 
mography  law  enac 
last  year  siphoned 
money  that  could  h; 
improved  funding 
conventional  breast  c; 
cer    screens.  Han 
Neiman,  chairman 
the  American  College 
Radiology,  agrees.  Rei 
bursement  for  stands 
film  mammography! 
so  low  that  the  future 
many    breast  cant 
screening  practices  is 
question,  he  conten 
Many  mammograp 
departments  can't  coi 
their  costs  because  refJ 
bursement  rates  are  so  low.  Some  c 
barely  afford  $100,000  for  film  X-i 
equipment,  much  less  $400,000  for  G 
digital  machine. 

The  federal  imprimatur  goes  a  lot 
way.  Medicare  reimbursement  will  hJ 
persuade  private  insurers  to  cover  t| 
fancy  mammogram,  says  Scott  Halstt 
general  partner  of  Morgan  Stanl 
Dean  Witter  Venture  Partners,  an  i 
vestor  in  R2.  R2  will  help  hospitals  a 
vertise  their  own  high-end  mammc 
raphy  equipment.  T 
goal  is  to  create  pe 
pressure  in  health  ca 
"We  refer  to  this  as  t 
viral  marketing  effec 
says  Michael  Klein,  wl 
runs  R2. 

Good  science?  Pro 
ably.  If  money  were  i 
object,  the  digital  mar 
mogram  may  be  1 
way  to  go.  But  it  is  a 
other  question  wheth 
the  meddling  by  Co 
gress  is  good  publ 
policy. 


The  future 
of  many 
breast 
cancer 
screening 
practices 
is  in 

question. 
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Scientific-Atlanta  and  Motorola's 
lock  on  the  television  set-top  box 
market  looks  safe  for  now.  So  much 
for  free  choice. 


BY  DOROTHY  POMERANTZ 

BY  NOW  CONSUMERS  WERE  SUP- 
posed  to  be  able  to  go  to  a  Circuit 
City  or  Best  Buy  and  pick  up  a 
digital  TV  set-top  box,  ready  to  plug 
and  play. 

"We  would  like  to  have  an  era  in 
this  country  where  anybody  can  plug  in 
a  set-top  box  just  the  way  that  you  can 
buy  a  telephone  today  in  a  retail  store 
and  plug  it  into  a  phone  jack,"  then- 
Federal  Communications  Commission 
Chairman  William  Kennard  told  re- 
porters three  years  ago. 

Instead,  Kennard's  deadline  of  last 
July  has  come  and  gone,  and  so  has  he. 
Unlike  satellite  dish  owners,  cable  cus- 
tomers are  still  hostage  to  their 
provider's  choice  of  a  set-top  box,  most 
likely  made  by  either  Scientific-Atianta 
or  Motorola's  General  Instrument  unit. 

"The  deadline  for  those  boxes  to  be 
in  stores  was  July,"  says  Leslie  Ellis,  a 
cable  analyst  in  Denver.  "Instead  there 
was  just  deafening  silence." 

Blame  Hollywood.  Having  seen  the 
havoc  wreaked  on  the  music  industry 
by  Napster  and  its  ilk,  the  studios  fear 
that  anyone  could  download  a  digital 
movie  and,  with  the  click  of  a  mouse, 
send  pristine  copies  around  the  world. 
The  Motion  Picture  Association  of 
America,  the  studios'  lobbying  group, 
has  waged  a  tenacious  behind-the- 
scenes  battle  to  ensure  that  any  off-the- 
shelf  boxes  have  adequate  encryption 
firewalls. 

But  that's  just  a  smokescreen,  ac- 
cording to  the  makers  of  the  boxes  and 
the  retailers  who  would  sell  them. 
Rather,  they  see  a  sinister  attempt  by 
the  cable  companies  to  maintain  the 
duopoly  of  Motorola  and  Scientific-At- 
lanta by  tangling  up  competing  box- 


makers  with  endless  licensing  red  tape 
and  anticompetitive  rules. 

"Scientific-Atlanta  and  Motorola 
have  a  vested  interest  in  keeping  things 
the  way  they  are,"  huffs  Ellis.  And  re- 
tailers are  afraid  that  if  cable  providers 
start  giving  out  boxes  with  TiVo,  gam- 
ing, movies,  Internet  and  eventually 
phone  capabilities,  they  won't  have 
anything  left  to  sell. 

Caught  in  the  middle  of  the  battle  is 
Cable  Television  Laboratories,  an  in- 
dustry research  consortium  whose 
OpenCable  project  is  supposed  to  cre- 
ate standards  to  encourage  competition 
in  set-top  boxes. 

The  main  sticking  point  is  over  the 
anti-pirating  safeguard  required  for 
every  box,  a  mouthful  of  industry  gob- 
bledygook  called  the  "point-of-deploy- 
ment  module  host  interface  license." 
The  encryption  device  allows  content 
providers  to  dictate  copying  terms  by 
embedding  signals  in  the  original 
broadcast. 

"It's  a  dilemma,"  admits  Cable- 
Labs Chief  Executive  Officer  Richard 
Green.  "But  that  content  needs  to  be 
protected." 

A  worthy  goal,  but  retailers  and 
manufacturers  other  than  Scientific -At- 
lanta and  Motorola  bitterly  attack  the 
anti-piracy  feature  as  overreaching. 

Critics  say  CableLabs  is  dictating 
the  license  Soviet-style.  "The  consumer 
electronics  manufacturers  would  like  to 
use  the  specifications  as  a  cookbook  so 
they  can  make  variations,"  says  Circuit 
City  lawyer  Robert  Schwartz.  "Cable- 
Labs is  acting  more  like  the  chef.  They 
say,  Tf  you  want  to  make  changes,  they 
have  to  go  through  us.'" 

In  a  blistering  February  letter  to 


new  FCC  Chairman  Michael  Po 
RadioShack,  Circuit  City  and  Seal 
gued  that  the  encryption  license 
self-preservation  device  that  crea 
double  standard:  one  for  the  c 
companies  who  own  CableLabs 
one  for  everyone  else.  Declarec 
group:  "If  Ford  could  design  and  ; 
ify  all  GM  cars  without  having  to  re 
the  same  set  of  specifications  ii 
would  GM  cars  ever  be  the  equ 
Fords?" 

Leave  it  to  Sony  to  attempt  s 
halfway  measure  of  competit 
Hoping  to  eventually  do  to  the  se 
box  duopoly  what  it  did  to 
videogame  duopoly  with  its  Pla> 
tion  consoles,  the  company 
nounced  in  September  1999  th 
would  distribute  3  million  of  its 
set-top  boxes  through  Long  Isla 
Cablevision.  Unlike  other  inde| 
dent  set-top  box  makers  who  1 
simply  licensed  security  techno, 
from  Motorola  or  Scientific-Atla 
Sony's  box  goes  around  the  duop 

"CableLabs  is  moving  too  sic 
says  Tony  Aoki,  director  of  Sony's 
top-box  division.  Teaming  up  with 
blevision  was  a  calculated  move 
Sony  as  it  awaits  the  OpenCable  sp 
Not  only  is  Cablevision  a  conspici 
nonmember  of  the  CableLabs  com 
tium,  it  also  owns  the  Wiz  electro 
chain,  which  would  presumably  be 
fit  from  set-top  box  sales. 

But  even  Sony  may  have  mei 
match  in  the  cable  business.  Blan 
"customer  support"  and  "infrasti 
ture"  problems,  Cablevision  rece 
said  it  would  install  only  100,000  of 
Sony  boxes  by  year-end,  a  fractiol 
the  500,000  it  had  earlier  promised. 
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SMART  GIVING 

makes  a  difference. 

For  the  charities  you  support. 

For  the  taxes  you  save. 

•   Immediate  tax  deduction 

Open  a  Giving  Account™  with  the 

•   No  capital  gains  taxes 
on  gifts  of  long-term 
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•   Grant  to  many  charities 
from  a  single  block 
of  stock 

irrevocable  contribution  of  $10,000  or  more 

in  cash  or  stock.  Receive  an  immediate  tax 
deduction,  plus  the  freedom  to  decide  when 
you  want  to  recommend  grants  —  now  or  in 
the  future.  And  because  the  assets  in  a  Giving 
Account  have  the  opportunity  to  grow,  there 
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more  to  charity 

•  Consolidated  record- 

keeping and  tax  reporting 
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Visit  www.charitablegift.org 
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Merci,  PaineWebber? 

"Mass  affluent"  investors  are  up  for  grabs  in 
Europe.  Armed  with  PaineWebber,  mammoth  UBS' 
Marcel  Ospel  is  drawing  a  bead  on  them. 

fluents,"  and  estimates 
there  will  be  1.3  million 
more  such  households 
in  Europe  in  the  next 
five  years.  "What's  really 
going  to  shape  our  in- 
dustry over  the  coming 
decade,"  says  UBS  Chief 
Executive  Marcel  Ospel, 
"is  the  expansion  and 
concentration  of  private 
wealth." 

Wealth  management 
in  Europe  is  fragmented 
and  the  market  is — be- 
lieve it  or  not — under- 
saturated.  "The  concept 
of  retail  [brokerage]  as 
we  know  it  in  the  U.S. 
didn't  exist  five  years 
ago  elsewhere  in  the 
world,"  notes  David 
Seymour,  director  of  investment  man- 
agement services  at  KPMG.  Which  helps 
to  explain  the  weaker  tradition  of  pub- 
lic stock  ownership  in  Europe:  As  of 
1999  less  than  10%  of  the  German  and 
French  population  owned  individual 
stocks,  compared  with  21%  in  the  U.S. 
But  as  state-owned  companies  and 
pension  funds  are  privatized,  more 
companies  issue  stock  options  and 
cross-border  investments  increase,  eq- 
uities are  the  order  of  the  day.  It  doesn't 
hurt  that  several  European  govern- 
ments are  lowering  tax  rates,  bringing 
more  assets  back  onshore. 

UBS  figures  this  puts  $2.6  trillion  in 
assets  in  play  among  1.8  million  house- 
holds in  Germany,  the  U.K.,  France, 
Italy  and  Spain.  This  represents  82%  of 
the  investable  assets  in  Europe.  Ospel 
has  charged  his  PaineWebber  chief  ex- 


Chasing  $2.6 
trillion  in  assets: 
UBS'  Marcel  Ospel. 


BY  KEBBY  A.  DOLAN 

SWISS  BANKING  GIANT  UBS 
grabbed  plenty  of  headlines 
last  July  with  its  $1 1  billion 
buyout  of  PaineWebber,  a 
sum  that  came  to  4  times 
book  value  and  18  times  trailing  earn- 
ings. But  the  stories  largely  missed  an 
important  reason  for  UBS'  acquiring  the 
fourth-largest  brokerage  firm  in  the 
U.S.:  It  could  teach  the  world-class  cus- 
todians of  wealth  a  thing  or  two  about 
selling  financial  services  to  a  new  breed 
of  affluent  Europeans. 

UBS'  private- banking  clients  have 
over  $600,000  in  investable  assets.  But 
that  business  has  stagnated  outside  of 
Switzerland.  PaineWebber's  bread  and 
butter  has  been  folks  with  $300,000  to 
$500,000  in  their  accounts.  UBS  is  tar- 
geting the  upper  end  of  these  "mass  af- 


ecutive,  Joseph  Grano  Jr., 
importing  the  modern  brc 
as-adviser  model  to  this  ma 
Grano,  52,  plans  to  put  1) 
brokers  in  Europe  within 
years,  starting  with  those 
countries. 

Sitting  in  his  opulent  r[ 
town  Manhattan  office,  the 
reer  customer's  man  admits  obst; 
that  other  American  entrants  have 
covered:  "There's  no  such  thing 
pan-European  model.  Each  coui 
has  its  own  issues  and  nuances  anc 
laws."  In  the  works  is  an  answe 
pan-European  computer  system 
will  cut  across  borders,  languages 
tax  regimes.  "Nobody  has  done 
yet,"  says  Grano. 

With  its  big  acquisition,  UBS  mc 
atop  the  ranks  of  world  finan 
houses  in  client  assets.  But  it  could 
a  more  tangible  payoff  here:  It  p 
more  than  $1  for  every  $45 
PaineWebber  accounts,  and  in  a  t 
market  will  have  a  hard  time  recc 
ing  that  cost  in  brokerage  profits. 
UBS'  institutional  side,  assets  un 
management  dipped  14%  last  year, 
the  firm's  value  investing  appro 
should  play  better  now  that  telecc 
media  and  technology  sectors  h 
cratered. 

UBS  has  plenty  of  competition 
December  Merrill  Lynch  and  H 
launched  the  research  portion  of  a  jc 
online  asset  management  service  in 
U.K.  The  joint  venture  plans  to  add 
transactional  portion  this  spring 
then  expand  into  continental  Euro 
Longtime  rival  Credit  Suisse,  aided  by 
acquisition  of  America's  DLI  Direct,  is 
fering  both  an  online  and  a  "persoi 
banker"  service,  but  its  target  market 
tends  to  slightly  less  prosperous  ci 
tomers.  Neither  appears  to  have  U] 
range,  says  Norrie  Morrison,  a  banki 
analyst  at  Arnhold  &  S.  Bleichroeder 
New  York. 

If  Grano  can  pull  it  off,  it  will 
Ospel  who  finds  himself  uttenr 
"Thank  you,  PaineWebber." 


Look  out     ope:  Here  come  1,200  more  stockbrokers 
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It  really  adds  up. 

More  airlines.  More  flexibility  More  recognition. 
Nothing  else  comes  close  to  what  the 
Star  Alliance'  network  offers  the  international 
business  traveler.  Where  the  status  you 
earn  on  one  member  airline  gives  you  15 
airlines  you  can  count  on  around  the  world. 
www.staralliance.com 
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Your  Northwestern  Mutual  Financial 
Network  Representative  can  play  a 
valued  role  in  your  family's  financial 
life,  bringing  you  expert  guidance  in 
Estate  Planning  and  the  specialists 
you  need  to  make  sure  that  what 
you  want  to  leave  your  family . . . 
actually  reaches  them. 
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Backseat  Driver  By  Jerry  Flint 


he  Ford  Itch 


rHE  ONE  THING  TO  REMEMBER  ABOUT  THE  FORDS 
is  that  their  name  is  on  the  building  and  they 
never  forget  it.  If  you  happen  to  get  the  chance  to 
run  the  Ford  Motor  Co.  and  your  name  isn't 
Ford,  you  are  likely  to  get  pushed  out  at  some 
it.  This  is  history  going  back  to  Old  Henry,  who  started 
company  in  1903. 

He  got  rid  of  all  his  partners  because  he  would  not  coun- 
tnce  demands  for  dividends  when  he  wanted  to  build 
•e  factories. 

He  fired  William  "Big  Bill"  Knudsen  in  the  1920s.  Big 
i  the  greatest  production 
1  ever,  later  ran  General 
tors  and  just  about  won 
:ld  War  II  by  converting 
factories  to  war  footing, 
rle  fired  "Cast  Iron  Char- 
Sorensen,  who  ran  Ford  in 
1930s.  "Anyone  who  made 
illiant  play  was  called  out," 
rlie  said  sadly. 
En  1945  Old  Henry  was 
d  himself,  at  81,  by  his 
ghter-in-law  and  her  son 
d    Henry's  grandson), 
iry  Ford  II.  Henry  II's  first 
»vas  to  fire  Harry  Bennett, 
>  really  ran  the  company, 
od  thing,  too,  because 
nett  was  sort  of  a  thug.  The  guy  who  told  Bennett  the 
s  kept  a  .38  inside  his  jacket  so  he  was  ready  when  Ben- 
went  for  the  .45  in  his  desk.  You  can  look  it  up.) 
\nd  remember  that  Henry  II  fired  Lee  Iacocca,  who  went 

0  greater  glory  saving  Chrysler. 

iome  saw  the  handwriting  on  the  wall  and  left  before  the 
Dne  was  Ernie  Breech,  who  came  over  from  General  Mo- 
and  saved  Ford  Motor  after  World  War  II.  And  a  few  re- 

1  normally,  like  Philip  Caldwell,  who  saved  Ford  in  the 
)s  after  an  oil  crisis. 

rhe  Fords  really  haven't  had  much  practice  at  the  peaceful 
sfer  of  power.  The  first  Henry  Ford  was  there  for  42  years 
his  grandson  was  there  for  another  35.  William  Clay 
1,  Henry  II's  brother,  was  vice  chairman  of  the  board  from 
il  1980  to  December  1987,  and  now  his  son  is  chairman. 
kVhat  prompts  this  history  lesson  is  a  story  in  the  New 


Reports  of  a 
struggle  between 

Bill  Ford  and 
Jac  Nasser  are 
undoubtedly  true. 
The  Fords  aren't 
good  at  letting 
outsiders  run  the 
company. 


York  Times  in  February  that 
said  that  William  (Billy)  Ford, 
the  present  chairman,  was 
unhappy  because  he  didn't 
have  real  power  and  that  Jac 
Nasser,  the  president  and 
chief  executive,  wasn't  letting 
him  have  any.  The  Wall  Street 
Journal  came  back  a  couple 
days  later  and  quoted  them 
both  as  saying  they  are  lovey- 
dovey,  although  Billy  does  in- 
tend to  get  more  "involved." 

The  New  York  Times,  of  course,  is  correct.  Young 
William  Ford,  43,  wants  more  power,  and  Jac  Nasser 
doesn't  want  to  give  it  to  him. 

Problem  is,  young  William  has  a  bit  of  a  handicap  if  he 
wants  to  flex  his  muscles.  As  nonexecutive  chairman  he  lacks 
the  power  that  his  uncle,  Henry  II,  had.  And  while  the  fam- 
ily may  have  40%  of  the  voting  power,  that  doesn't  mean  all 
those  cousins  love  Billy  and  want  him  running  their  nest  egg. 
The  William  Clay  Ford  side  of  the  family  doesn't  have  a  his- 
tory of  organizational  genius.  They've  owned  the  Detroit 
Lions  since  1964,  and  the  Lions  haven't  seen  a  championship 


since.  Chairman  Bill  also  was  nowhere  to  be  seen  when  he 
could  have  been  useful  in  the  Firestone  tire  drama,  and  he's 
a  greenie  at  a  time  when  Jac  is  king  of  the  gas-guzzling-ex- 
tremely-profitable-truck  hill. 

But  history  reigns,  and  so  I  have  no  doubt  that  Jac,  who 
is  53,  will  leave  Ford  before  he  is  65.  He  may  be  shoved,  he 
may  get  tired  of  the  job  or  he  may  get  a  better  offer. 

Where  would  he  go?  I  imagine  he  would  take  a  job  at 
some  troubled  auto  company.  Again,  that's  history.  Look  at 
Iacocca  or  Breech  or  even  Walter  Chrysler,  who  ran  Buick 
until  he  slammed  the  door  on  the  way  out  of  the  office  of 
Billy  Durant,  GM's  founder,  and  started  Chrysler.  That's  the 
I  way  things  have  been  happening  in  Detroit  for  100  years.  F 


Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile  industry  since  1958. 
past  columns  at  www.forbes.com/flint  or  use  your  -.CueCat  device  on  the  cue  code  (right)  to  take  you  there 
ntly. 
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Tough  love:  Geoff 
Un win  put  consultants 
through  the  ringer. 


End  of 

Coziness 

Ernst  &  Young's  consulting 
partnership  was  badly 
shaken  when  it  was  acquired 
by  a  public  company. 
Other  firms  take  note. 


BY  JOANNE  GORDON 

GEOFF  UNWIN,  CHIEF  EXECU- 
tive  of  Cap  Gemini  Ernst  & 
Young,  has  a  quirky  wit,  a 
penchant  for  purple  shirts 
and  the  occasional  daisy  in 
his  lapel.  All  of  which  is  a  departure 
from  his  staid  peers  at  the  major  ac- 
counting and  consulting  firms.  But 
you'd  be  mistaken  to  think  his  de- 


meanor implies  that  he  runs  a  loose 
ship.  Just  ask  people  from  Ernst  & 
Young's  consulting  division,  which 
Paris-based  Cap  Gemini — Europe's 
largest  technology  services  firm — 
bought  last  May  for  $1 1  billion,  a  hefty 
three  times  sales. 

Partners  in  a  private  firm,  the  E&Y 
consultants  had  grown  comfortable 
running  their  business  on  lousy,  or 


nonexistent,  forecas 
and  a  pay  system  t 
rarely  penalized  p 
performers.  Unwin 
shaken  them  up, 
posing  tough  revi 
standards,  firing  23 
the  original  508  p4 
ners  and  instituting 
new  pay  plan.  It 
been  a  rocky  ni 
months,  for  sure.  1 
attrition  rate  hit  a  pi 
of  27%  annualized  ^[ 
the  morale  of  onJ 
pampered  partnil 
plummeted. 

But  the  financial 
suits  look  promisi 
Cap  Gemini's  rever 
of  8.5  billion  euros 
2000  was  up  10%  (j 
forma)  from  the  y 
before,  and  operat: 
income  (net  before 
preciation,  interest  a1 
taxes)  rose  13%.  (In  d 
lar  terms  the  falling  ei| 
translated  to  a  2% 
crease.)  The  U.S.  cd 
suiting  business  cc 
tributed  about  40% 
revenues  and  earning 
All  this  holds  lessQi 
for  the  other  big  ca 
suiting  firms  that  ; 
considering  leaving  11 
cozy  partnership  wo! 
for  the  public  marka 
KPMG  Consulting  we 
public  in  early  Februai 
raising  more  than 
billion  and  ending  wi 
a  market  value  of  $: 
billion.  Accenture  (fc 
merly  Andersen  Consulting)  and  C 
loitte  Consulting  are  eyeing  the  sai 
route;  PricewaterhouseCoopers'  co 
suiting  arm  tried,  unsuccessfully,  to  J 
acquired  by  public  company  Hewle 
Packard  last  year. 

What's  driving  them  is  the  need  f 
capital  to  finance  big  investments 
technology,  and  stock  to  attract  taleij 
Separating  the  accounting  and  co] 
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"When  will  the  computers 
be  ready  for  the  new  people? 

Translation:  I  think  I  forgot  to  tell  you  about  the  new  people. 


How  to  give  your  employees 
the  computers  they  need 
and  IT  a  helping  hand. 


At  CDW,  we  understand  you  put  a  lot  of  demands 
on  your  IT  department.  That's  why  we  have  the 
products  and  solutions  they  need  to  solve 
problems.  Even  the  ones  they  didn't  know  about. 


Personal  Account  Manager:  CDW 

assigns  an  account  manager  and  a  team 
of  product  experts  to  your  business,  so 
we  really  get  to  understand  your  IT  needs. 


Custom  Configuration:  With  thousands 
of  name  brand  hardware  and  software 
products  in  stock,  CDW  will  configure 
and  test  any  combination  you  need. 


Computers:  We  stock  hundreds  of 
name  brand  desktops,  notebooks  and 
servers  with  a  wide  variety  of  fea- 
tures. Most  orders  ship  the  same  day. 


w.cdw.com 


800.778.4239 


_  liAf  litMlHU-tJ 

suiting  divisions  also  gets  the  Securi- 
ties 8c  Exchange  Commission  off  their 
backs.  While  the  SEC  has  softened  its 
position  of  late,  it  has  long  pushed 
consultancies  to  sever  ties  with  their 
accounting  house. 

But  it's  not  so  simple  ripping  up  the 
ways  of  partnerships.  Shortly  after  the 
purchase,  Unwin  reviewed  the  revenue 
and  profit  forecasts  made  by  the  heads 
of  E&Y's  U.S.  consulting  units  for  June 
2000.  Their  numbers  were  off  by  as 
much  as  50%  in  either  direction. 

"Such  variances  mean  you  are  not 
in  control  of  your  business,"  said  the 
58-year-old  Unwin,  in  classic  Brit  un- 
derstatement. Fredrick  Crawford,  an 
executive  vice  president,  sums  up  the 
cavalier  attitude  E&Y  consultants  once 


"If  someone  is  giving  me 
a  load  of  b.s..  we'll  find 
them  out."  Indeed,  Unwin 
fired  25  partners  and 
warned  another  25. 


b.s.,  we'll  find  them  out,"  he  says.  In  ad- 
dition to  firing  25  partners,  he  put  an- 
other 25  on  a  "watch  list"  and  gave 
them  four  months  to  hit  goals.  Consul- 
tants got  the  message.  Paul  Ruflin,  who 
runs  the  health  care  unit,  axed  several 
managers. 

The  firm's  internal  problems  are 
hardly  over.  To  some,  the  upheaval  has 
come  with  a  price — the  loss  of  collegial- 
ity  found  at  many  partnerships.  "Ernst 
&  Young  gave  up  its  cultural  dimension 
for  the  pursuit  of  capital,"  says  Anthony 
Sirianni,  a  former  partner  who  left  after 
six  years  to  run  another  business. 

Titles  matter.  E&Y  managers  proud  to 
have  made  partner  were  now  merely  vice 
presidents.  Many  soon-to-be  partners, 
equally  alienated,  quit.  Other  consultants 
said  that  the  number- 
crunching  created  a  less 
personal  atmosphere, 
breaking  down  the  unspo- 
ken trust  inherent  among 
many   partners.  "Now 
you're  answering  to  a  cold 
inquiry  versus  your  'part- 
ner,' "  says  one. 

Although  turnover  in 
the  U.S.  has  recently  set- 


had  about  meeting  sales  targets:  "It  was 
a  macho,  cowboy  culture  where  people 
rode  in,  were  the  heroes  and  saved  the 
day  at  the  last  minute."  And  if  they 
missed  the  target?  No  problem. 

"Even  if  you  came  in  at  75%  of  your 
sales  goals  you  still  had  a  great  year,"  re- 
calls Robert  Mcllhattan,  chief  operating 
officer  for  North  America. 

Why?  Most  years  earnings  easily  al- 
lowed for  healthy  bonuses.  Combined 
with  their  salaries,  partners  took  home 
at  least  $200,000,  some  well  above  $1 
million.  The  scheme,  combined  with 
the  partners'  inherent  buddy  system, 
failed  to  weed  out  slackers. 

To  bring  discipline  to  forecasting, 
Unwin  held  grueling  business  reviews, 
a  routine  practice  at  most  companies 
but  unheard  of  at  Ernst  &  Young.  Each 
month,  unit  heads  were  required  to 
present  a  seven-month  revenue  and 
profit  forecast  before  senior  managers. 

"It  someone  is  giving  me  a  load  of 


tied  down  to  17%,  that 
figure  may  not  last.  About  one-third  of 
the  purchase  price  was  given  to  consul- 
tants in  the  form  of  stock  (traded  on  the 
Paris  Bourse)  that  vests  over  five  years. 
In  May  15%  of  the  shares  will  be  avail- 
able for  sale,  and  another  exodus  is 
likely.  Indeed,  a  lot  of  folks  are  already 
looking.  Industry  recruiter  Ransford  gets 
some  100  e-mails  and  calls  weekly  from 
Cap  Gemini  consultants. 

The  vicissitudes  of  the  stock  market 
are  playing  a  role.  At  its  high  last  spring, 
each  partner's  stock  package  was  worth 
three  to  six  times  his  or  her  annual 
compensation — enough  to  overshadow 
petty  complaints  about  titles.  As 
Stephen  Deedy,  head  of  consumer 
products  and  retail  for  the  Americas, 
puts  it:  "My  future  cash  flow  and  the 
goodwill  I  had  as  a  partner  were  pur- 
chased with  stock."  But  now  that  stock 
is  down — 17%  in  dollar  terms  from  its 
postmerger  high  of  $218.  The  public 
arena  can  be  a  tough  one,  indeed.  F 


The  Flip  Side 

Last  year  investors  couldn't 
enough  of  high-flying  Internet  c 
suiting  firms  like  Lante  and  Sci 
This  year  they  can't  give  the  she 
away.  Are  the  firms  ripe  for  going 
vate?  Stephen  Denari,  a  dealmake 
hawking  the  idea  through  his  W< 
water  Capital  Advisors  in  Chicago 

His  vehicle  is  a  twist  on  levera 
buyouts,  taking  advantage  of  the 
favoritism  to  employee-owned  fir 
Denari  would  set  up  employee  st 
ownership  plans,  or  ESOPs,  to 
public  shares,  financing  the  purch 
with  bank  loans.  Employees  wrj 
take  pay  cuts  and  use  the  differe 
to  pay  down  the  loan.  After  a  pei 
of  time  they  would  wind  up  own 
the  company  they  work  for.  ESOPs 
not  quite  the  free  lunch  they 
sometimes  advertised  as  being, 
they  do  have  the  advantage  of  bu 
ing  equity  with  pretax  wages. 

One  problem:  Executives 
more  likely  to  seek  mergers  than  t. 
pay  cuts  and  lose  stock  options 

Ideal  candidates  for  Denari  ha\ 
relatively  small  public  float  an 
beaten-down  stock  price.  Here 
some: 

A  CONSULTING  TEAM,  New  York 
Revenues  (2000):  $53  million 
Recent  price:  $1.50,  down  87%  from  hig 
Float:  37% 

BRAUN  CONSULTING.  Chicago 
Revenues  (2000):  $77  million 
Recent  price:  $5.22,  down  92% 
Float:  39% 

LANTE,  Chicago 
Revenues  (2000):  $76  million 
Recent  price:  $2.50,  down  97% 
Float:  12% 

RAZ0RFISH  New  York 
Revenues  (2000):  $268  million 
Recent  price:  $1.25,  down  97% 
Float:  62% 

San  Francisco 
Revenues  (2000):  $155  million 
Recent  price:  $3.00,  down  98% 
Float:  50% 
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owfast  growing  companies 
pick  up  the  pace.  ^  jjk 


gineered  with  pass 

Put  smaller  jets  behind  you.  Move 
more  cabin,  more  range — and  more  productivity. 

The  Falcon  family  starts  with  two  business  jets  that 
easily  span  3000  nm  with  .80  Mach  hustle.  They'll  each  show 
you  why  Falcons  are  known  as  the  best  designed,  best  built, 
best  flying  business  jets  at  the  top  of  the  market. 

For  information  about  all  four  of  the  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 


DASSAULT 


FALCON  JET 


You'll  find  Fujitsu  companies  like  Amdahl,  DMR 

Consulting,  ICL  and  Gloria  International 
around  the  globe.  Tapping  new  markets  and 
cultures.  Offering  a  full  range  of  IT  and 
telecommunications  solutions.  Providing  local, 
personalized  service.  So  wherever  your  customers 
are,  whatever 
their  needs,  they 
wont  have  to  look 
very  far  to  find 
a  friendly  face. 


While  the  world  may  be  getting  smaller,  its  challenges  clearly  aren't.  That's  why  it's 


reassuring  to  know  some  people  have  your  best  interests  in  mind.  People  who  eat,  sleep  and 


breathe  your  business.  So  when  you  talk  about  your  company's  Internet  needs,  they  understand 


every  word  you  say.  Fujitsu  is 


the  world's  third  largest  IT 


services  company  -  a  $50  billion 


THE  INTERNET  CAN  PUT  YOU  IN  TOUCH 
WITH  MILLIONS  OF  CUSTOMERS 

AROUND  THE  GLOBE. 

.•  • 

THEN  WHY  DO  YOU  FEEL  SO  ALONE? 


provider  of  IT  and  telecommunications  products  and  services.  With  60,000  IT  support  and 


service  professionals  and  operations  in  over  100  countries,  we're  anything  but  distant.  We  get 


to  know  each  of  our  global  customers,  on  their  own  turf.  All  over  the  world.  Isn't  it  nice  to  know 


that,  wherever  the  Internet  takes  your  business,  there  will  be  someone  right  by  your  side? 


FUJITSU 


THE    POSSIBILITIES    ARE  INFINITE 


www.fujitsu.com 


"Source:  IDC,  December  1999  Who  Will  be  Leading  the  Global  IT  Services  Industry  In  20007.  A  Competitive  Analysis  by  Mauro  Peres.  Sophie  Janne  Mayo 


How  much  does  it  cost  to  police  the  world's 
piecework?  A  7%  premium,  or  millions  of 
liars  payable  to  punctilious  Chip  Connor. 


BY  ANDREW  TANZER 

THE  QUALITY  ASSURANCE  Di- 
rector bounds  one  fall  morn- 
ing into  Wyne  Industrial  Co., 
a  factory  in  Dongguan,  an 
ugly  industrial  city  in  China's 
Guangdong  province.  The  plant,  one  of 
thousands  in  the  city,  exports  back- 
packs for  Mead  Corp.  and  cosmetics 
bags  for  Body  Shop. 

'But  today  Bryan  Slack  scarcely 
glances  at  the  merchandise.  Instead, 
clutching  hefty  factory  evaluation  man- 
uals, he  checks  the  air  temperature  and 
lighting,  measures  the  distance  between 
fire  extinj     hers  and  samples  the 
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drinking  water.  He  inspects  the  power 
supply  for  loose  wires,  the  bathrooms 
for  soap  and  toilet  paper,  the  aisles  and 
staircases  for  blockage,  the  assembly 
lines  for  underage  workers. 

Slack  works  not  for  Hong  Kong- 
owned  Wyne  but  for  William  E.  Con- 
nor &  Associates  Ltd.,  eyes  and  ears  of 
Western  companies  on  the  front  lines  of 
globalization.  Consumer  goods  are 
pouring  in  from  China,  Malaysia,  India 
and  remote  spots  around  the  globe.  It's 
not  enough  that  this  labor-intensive 
merchandise  be  cheap,  high  in  quality 
and  delivered  on  time.  It  has  to  be  clean 
and  green.  Whatever  retailer  or  other 


U.S.  importer  is  buyin; 
goods  has  to  know  tha 
overseas  supplier  isn't  c 
ating  a  sweatshop,  be£ 
the  workers,  emplo 
prison  labor,  emitting 
ardous  pollutants  or  exc 
ing  U.S.  garment  im 
quotas. 

Proud  names  like 
and  McDonald's  have 
humbled  by  well-public 
labor  scandals  uncovere 
their  vendors'  factories 
punishes  your  branc 
you're  involved  with  fa 
ries  which  aren't  compl 
with  [acceptable]  labor  p 
tices,"  avers  Jo  Ann  Lar 
chief  executive  of  Garfie 
Marx,  a  fast-growing  wt 
en's  clothing  designer 
New  York.  "We  trust  Con 
to  make  sure  we're  neve 
that  position." 

This  quality  of  trust  is 
key  to  the  fortune  of  Will 
E.  (Chip)  Connor  II, 
American  expatriate  v 
joined  The  Forbes  400 
year.  His  Hong  Kong-ba 
firm  is  the  overseas  buy 
agent  for  a  top-drawer  cL 
tele  that  includes  Nordstr 
Saks  Fifth  Avenue,  Nein 
Marcus,  Dillard's,  Williail 
Sonoma,  Smithsonian  £ 
Harrods.  With  sourcing 
fices  in  31  countries,  Cow 
attends  to  everything  from  garme 
and  home  textiles  to  furniture,  pict 
frames  and  stationery. 

The  checking  begins  with  manuf 
turing  quality — Do  the  colors  match 
the  garment  top  and  bottom?  Have 
dyes  been  tested  in  a  lab? — but  goes  v 
beyond  that.  Does  the  exporter  hcl 
sufficient  quota  allocation?  Has  the  fi 
niture's  paint  been  tested  for  toxici 
Has  the  wood  been  certified  to  coi 
from  a  managed,  renewable  plantatic 
"It's  a  detail  business,"  says  Cr 
Connor,  the  owner.  "There's  nothi 
sexy.  You've  got  to  be  on  top  of  millic 
of  variables  every  day." 


(   CHART  A  COlirSe   FOR  THE  FUTURE.  ) 


sue  your  vision 


MainStay  Funds  offer  consistency,  quality  and 
performance  for  those  focused  on  achieving  their 
goals.  Contact  your  financial  advisor  for  a 
prospectus  and  more  information. 

www.mainstayfunds.com    1  -800-MAINSTAY 

MainStay 

EllJ^S  investment 
Management  LLC 


:s  are  offered  through  NYLIFE  Distributors  Int.,  300  Interpace  Parkway,  Ruilding  A,  Parsippany,  NJ  07054.  New  Yoik  Life  Investment  Management  is  the  investment 
to  the  MainStay  Funds.  MainStay  is  a  division  of  New  York  Life  Investment  Management  LLC.  The  prospectus  contains  information  on  risks,  advisory  fees,  other 
and  share  classes.  Please  read  it  carefully  before  you  invest.  ©2001.  All  rights  reserved. 


U  ti  Lr  .JU.UBB.IUL 


3  to  4  months 

New  Timeline 


Less  than  2  months 


Source:  William  E.  Connor  &  Associates. 


The  complexity 
is  compounded  by 
the  geographic  dis- 
persion— and  con- 
stant flux — of  pro- 
duction venues. 
Connor  estimates 
that  25  years  ago 
90%  of  the  global 
sourcing  needs  of  re- 
tailers could  be  cov- 
ered by  offices  in 
Japan,  South  Korea,  Taiwan  and  Hong 
Kong.  Now  it's  Mauritius,  Malaysia, 
Guadalajara,  Shenzhen  (China),  Qing- 
dao  and  Madras.  Connor's  264  quality 
assurance  technicians  in  the  field,  over- 
seen by  the  trilingual  Slack,  keep  tabs 
on  1,600  factories.  "If  it 
wasn't  complicated  and  it  was  easily 
done,  then  there  wouldn't  be  a  role  for 
us,"  says  Connor. 

William  E.  Connor  &  Associates 
Ltd.  was  founded  in  1949  in  Tokyo  by 
Chip  Connor's  father,  William  E.  Con- 
nor Sr.  A  Japanese-speaking  native  of 
Long  Beach,  Calif.,  the  elder  Connor 
served  in  military  intelligence  in  the  Pa- 
cific during  World  War  II,  then  arrived 
in  Tokyo  in  1945  and  took  a  job  as  a 
trade  specialist  on  General  Douglas 
MacArthur's  staff.  He  started  his  buy- 
ing agency  with  the  idea  that  Western 
companies  needed  local  partners  repre- 
senting their  interests  in  Asia.  First  tex- 
tile customer:  Broadway  Department 
Stores,  then  a  Los  Angeles  mainstay. 

Connor,  whose  orders  were  $1  bil- 
lion last  year  and  should  reach  $1.2  bil- 
lion this  year,  typically  takes  a  7%  com- 
mission from  the  buyer.  By  contrast, 
many  agents  or  middlemen  in  the  in- 
dustry add  margins,  take  positions  in 
materials,  own  and  broker  textile  quotas, 
or  represent  both  buyer  and  seller  in  a 
transaction.  This  can  be  a  dirty  business. 
Common  tricks:  agents  who  are  silent 
partners  in  the  vendor  factories  or  who 
take  kickbacks  (commonly  accounted 
for  as  "vendor  assistance  processing 
fees")  from  the  suppliers.  Some  agents 
turn  a  blind  eye  to  labor  code  violations 
or  transshipment  of  garments  in  evasion 
of  quota  rules.  Some  agents  undercut 
customers  by  selling  left>  iver  stock  as 


Connor  s  Core  Responsibility:  Getting  the  Goods 


Social  goals  aside,  supply-chain  oversight  is  about  product  delivery.  In  recent  years  computerized  de- 
sign and  manufacture,  materials  controls  and  faster  ocean  crossings  have  halved  waits  on  new  orders. 

Old  Timeline 

Design  &  development 


Fabric  production 


6  weeks 


2  weeks     3  weeks    12  days 


marked-down  branded  goods  in  bazaars 
such  as  Hong  Kong's  Stanley  Market. 

Robert  Lurie,  founder  and  chair- 
man of  Susan  Bristol  Inc.,  a  $100  mil- 
lion (sales)  women's  clothier  in  Boston, 
hired  Connor  for  its  squeaky-clean  rep- 
utation. "When  you're  dealing  from 
10,000  miles  away,  some  people  take 
advantage  of  you,"  sighs  Lurie,  seller  to 
retailers  such  as  Saks  and  Talbots. 

"Your  reputation  is  everything," 
says  Chip  Connor.  "You  can  never  buy 
it  back  if  you  lose  it.  That  was  a  message 
my  father  beat  into  us  growing  up." 

Chip  Connor,  51  and  6-foot-6, 
graduated  from  Stanford  and  took  law 
and  business  degrees  in  the  U.S.,  but 
has  otherwise  spent  his  entire  life  in 
Asia.  "Chip's  really  Asian,"  quips  David 
Dyer,  president  of  Lands'  End,  a  Con- 
nor client  since  1992.  "His  first  lan- 
guage was  Japanese.  He  has  an  Asian 
mind-set,  which  helps  us  navigate 
through  many  issues  in  Asia." 

Connor  has  worked  in  the  firm 
since  age  12,  first  spending  summers  in 
departments  including  merchandising, 
shipping,  accounting  and  contracts  (no 
underage  labor  laws  in  those  days,  ap- 
parently). After  taking  over  manage- 
ment in  the  early  1980s,  he  bought  out 
his  family  and  moved  the  headquarters 
to  Hong  Kong  in  1985  (Dad  has  retired, 
dividing  his  time  between  Japan, 
Nevada  and  California).  "Half  of  the 
world's  population  is  within  a  five- 
hour  flight  of  Hong  Kong,"  Connor  ex- 
plains. "Hong  Kong  is  the  world's  per- 
fect command-and-control  center  for 
running  a  service  business."  It's  a  gate- 
way to  China,  which  accounts  for  42% 
of  the  $1  billion  in  merchandise  that 
Connor  moves.  India  has  become  his 


Garment  manufacturing 


6  weeks 


Preticketed 
prepacks1 


Shippin 


2  weeks  21daJ 


'Central  warehousing  function  now  performed 
by  manufacturer  for  store  deliveries 


second-largest  source.  "For  a  long  ti  I 
the  rule  of  thumb  was  never  buy  ai 
thing  that's  white  from  India  because| 
filthy  water,"  he  recalls.  Connor  doe 
roaring  business  sourcing  Indian  har I 
crafted  homeware  for  the  likes 
Williams-Sonoma's  Pottery  Barn. 

Walking  the  supply-chain  beat  g«| 
erates  business  intelligence  for  i: 
porters.  Last  fall  Connor  advised  die  I 
that  surging  quota  premiums  (paid 
exporters)  were  forcing  many  Chim 
babywear  factories  into  bankruptcy  a| 
that  bedding  products  made  from  t 
silk  of  wild  silkworms  in  China  wel 
becoming  the  rage  after  some  cleMl 
soul  discovered  that  this  "Tussah"  si| 
was  exempt  from  quotas  in  the  U.S. 

Competitors?  The  strongest  by  fail 
Hong  Kong-listed  Li  &  Fung  LtJ 
which,  after  several  recent  acquisitioi| 
has  swelled  to  three  times  the  size 
Connor  and  has  a  market  value 
$5  billion.  Connor  says  his  firm's  sajl 
have  increased  every  year  since  19' 
and  have  doubled  over  the  past  five. 

Does  a  retail  slowdown  in  the  U| 
threaten  that  growth?  Maybe  not.  Co 
nor  says  the  slump  is  accelerating! 
trend  to  private  labels,  typically  sourol 
directly  from  contract  factories,  at  til 
expense  of  national  brands. 

Connor,  who  has  clients  in  Europl 
Japan  and  Australia,  says  the  U.S.  reta.| 
ing  industry  is  years  ahead  of  foreij, 
counterparts  in  the  sophistication  of  j 
global  sourcing.  "U.S.  retailers  starttl 
to  think  like  manufacturers  20  yeal 
ago,"  he  recalls.  "The  U.S.  is  absolute! 
at  the  forefront  of  understanding  til 
processes  of  what  is  necessary  to  get  til 
goods  produced  and  flowing  onto 
selling  floor." 
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personal  organiser,  word- 
processor,  desktop  tool,  calculator, 
ideas  processor,  graphics  manipulator, 
manual  rendering  tool,  portable 
data  output  device,  digital  hardcopy 
generator,  personal  publishing  system, 
nasal  hygiene  facilitator,  graphite 
application  and  removal  implement, 
list  generation  subsystem,  data 
recording     backbone,  coordination 

tester  ...  it's  just  a  tool. 


at  you  write  or  draw  that's  important,  not  the  pencil  you 
formation  technology  is  no  different.  So  the  last  thing  your 
ss  needs  is  unnecessary  technology  or  services  dressed-up 
icomprehensible  jargon. 

z  Baan  as  your  IT  partner  and  you'll  get  information  systems 
e  designed  to  do  exactly  what  you  need  to  do,  now  and 
future. 

saaisi 


From  the  management  information  systems  you  need  now  to 
e-business  systems  that  will  help  you  into  the  new  economy. 
All  based  on  proven  technology  and  explained  in  terms  you  can 
actually  understand. 

The  reason  is  simple  It's  your  business  and  you  want  it  to 
do  well 

IT  should  help  you  achieve  that 


get  to  the  point 


invensys 

Syltemi 


Made  in 
Deutschland 

If  you  can  source  a  car  abroad, 
why  not  a  basketball  star? 


BY  DANIEL  KRUGER 

WHEN  SPORTS  ILLUSTRATED  LA- 
bels  your  team  a  "laughing- 
stock," as  it  did  the  NBA's 
Dallas  Mavericks  two  years  ago,  there's 
ground  to  question  a  franchise's  busi- 
ness wiles.  But  part  of  the  magazine's 
indictment — that  the  team  had  selected 
7-foot-tall  German  basketball  prodigy 
Dirk  Nowitzki  over  far  better  known 
American  college  stars — was  premature 
and  ultimately  way  off. 

In  fact,  the  22-year-old  Nowitzki, 
whose  play  has  blossomed  just  as  his 
coaches  expected,  represents  something 
very  shrewd  in  the  world  of  professional 
sports.  Even  in  games  as  American  as 
basketball  it  pays  to  recruit  abroad.  The 
Mavericks,  now  with  3  of  their  12  play- 
ers foreign  born,  aren't  the  perennial 
losers  of  the  1990s.  As  things  stand, 
they're  headed  for  a  playoff  berth. 

Not  convinced,  sports  fans? 
Until  a  recent  trade,  the  Philadel- 
phia 76ers  led  the  league  with  four 
foreign  players  and  had  the  best 
record  in  the  NBA  at  midseason.  The 
Sacramento  Kings,  with  three  foreign 
players,  led  the  Western  Conference. 

Yet  in  a  business  traditionally  reliant 
on  American  college  programs  for  a 
free  supply  of  hires,  the  risk  of  recruit- 
ing even  a  few  players  abroad  can  be 
bracing.  Mavericks  Coach  Don  Nelson 
and  his  son,  Donn,  an  assistant  coach, 
knew  that  when  they  picked  Nowitzki. 
Says  Donn,  "That  decision  almost  cost 
us  our  jobs." 

Billionaire  Mark  Cuban  paid  $280 
million  for  the  Mavericks  last  year. 
The  team  lost  $7  million  on  $60  mil- 
lion in  sales  last  season,  and  although 
tho  e  numbers  will  look  a  lot  better 
when  it  moves  to  a  new  luxury-box- 
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laden  arena  next  year,  ex- 
penses count.  Recruiting 
abroad  can  add  15%  to 
scouting  costs. 

Yet  it's  the  selecting 
that  is  the  big  risk.  Profes- 
sional teams  are  limited 
by  their  leagues  in  how 
many  players  they  can 
carry.  Fans  prefer  a 
known  quantity,  and 
American  prospects  are 
scouted  as  far  back  as  ju- 
nior high  school.  But 
there's  reason  to  look  be- 
yond these  shores:  With 
the  fame  of  a  Michael  Jor- 
dan and  basketball  a  pop- 
ular Olympic  sport, 
leagues  abroad  have  taken 
off  and  a  new  talent  base 


Choosing  Dirk  Nowitzki  was  no  layup. 
"That  decision  almost  cost  us  our  jobs." 


has  been  born.  (Baseball,  also  now  an 
Olympic  sport,  is  globalizing  as  well. 
The  Major  League  ranks,  long  home  to 
Latin  Americans,  include  players  from 
Great  Britain,  Australia  and  Korea.) 

Donn  Nelson  has  a  network  of  5 
salaried  scouts  and  25  other  unpaid  in- 
formants, but  draws  on  relationships  he 
has  been  building  since  making  his  first 
trip  abroad  as  a  college  athlete  with  die 
Christian  sports  group  Athletes  In  Action 
in  1982.  He's  in  Europe  every  summer. 

Foreign  hoopsters  have  no  problem 
getting  work  visas,  but  struggle  with 
language,  food  and  loneliness.  In  Now- 
itzki's  case,  there  was  also  an  impatient 
public  and  press.  The  Mavericks  have 


signed  him  for  next  season,  but  he's  i 
committing  far  beyond  that  right  no 
For  the  Mavericks,  there's  no  tui 
ing  back.  Following  Nowitzki's  diffic 
rookie  year,  they  used  their  top  19 
draft  pick  on  Chinese  Olympian  Wa 
Zhi  Zhi,  a  7T"  center.  Wang  is  about 
conclude  his  military  obligations  ba 
home,  after  which  the  team  will  try 
lure  him  to  the  U.S.,  no  sure  thing  (t 
money  in  some  foreign  leagues  is  coi 
parable  to  what  NBA  rookies  make  a 
the  schedules  are  often  less  grueling 
the  Nelsons  prevail  and  their  globalii 
tion  strategy  continues  to  pay  o 
youngsters  in  Dallas  may  soon  want 
"be  like  Zhi  Zhi." 


n.com 


business  network  management. 


data  networks,  your  most  important  network  is  the 
nity  of  partners,  customers,  prospects  and  suppliers  your 
s  needs  to  prosper.  If  you're  not  able  to  exchange 
ition  with  all  of  them,  it's  your  business  that  will  suffer. 
:ome  iBaan  to  your  business  network.  A  new  way  to 


integrate  all  the  information  your  people  and  business  contacts 
need  -  from  any  existing  information  source  in  your  business  - 
and  present  it  in  an  easy  to  use,  personalised,  web-based  format. 
And  if  it  sounds  like  iBaan  might  be  the  start  of  e-business  for 
your  company,  that's  because  it  really  could  be. 


(invents 

Software  Syster 


The  Next  Microsoft? 


Software  Horizon  By  Joseph  R.  Garber 


With  its  stock 
selling  at  15  times 
revenues, 
Informatica  is 
Silicon  Valley's 
latest  darling. 


BIG  COMPANIES  HAVE  MORE  DATABASES  THAN  DOGS 
have  fleas.  Data  files  multiply  endlessly  because 
number-crunching  needs  differ  widely  among  de- 
partments. For  example,  the  sales  gang's  analyses 
and  reports  just  don't  fill  the  bill  in  manufacturing, 
procurement,  personnel,  logistics  or  customer  service. 

That's  why  pulling  together  a  soup-to-nuts  look  at  al- 
most any  problem  can  be  a  nightmare.  Case  in  point:  If  you 
want  to  know  which  of  your  customers  generate  the  most 
(and  least)  profits,  sales  statistics  won't  give  you  the  full 
story.  You  have  to  factor  into  your  equation  such  other  vari- 
ables as  gross  margins,  selling, 
servicing  and  warranty  ex- 
penses, and  a  whole  bunch 
more.  Odds  are  the  facts  you 
want  are  spread  across  multi- 
ple databases.  Odds  that  those 
databases  are  laid  out  in  the 
same  way  are  pretty  low. 

The  most  widely  touted 
cure  for  database  proliferation 
is  "data  warehousing" — that 
is,  cobbling  together  a  master 
directory  of  what  data  points 
are  in  which  rows  and  columns  across  multiple  files,  then 
pulling  everything  together  in  a  consistent  format.  Data 
warehousing  has  two  unpleasant  attributes.  First,  the  price 
tag  is  the  stuff  of  cardiac  arrest:  Consultants  have  been 
known  to  charge  $3  million  and  up  for  a  single  pilot  project. 
Second,  roughly  half  of  all  data  warehouses  fail  because 
building  and  maintaining  one  just  isn't  as  easy  as  it  sounds. 

It  has,  however,  gotten  a  whole  lot  easier,  compliments  of 
a  young  Palo  Alto,  Calif,  firm  called  Informatica.  I  am  not 
recommending  the  stock,  which  goes  for  15  times  revenues. 
I  am  recommending  the  software. 

Founded  in  1993  on  a  shoestring — $1.5  million  in  ven- 
ture capital — Informatica  simplifies  warehouse  construction 
by  scanning  across  a  host  of  databases,  figuring  out  what's 
where  and  fetching  it  for  easy  analysis.  Turning  in  triple-digit 
growth  for  the  past  three  years,  the  $154  million  outfit  has 
become  Silicon  Valley's  latest  darling;  the  phrase  "the  next 
Microsoft"  is  being  bandied  about  yet  again. 

Informatica  is  able  to  work  its  magic  because  most  siz- 
able corporations  rely  on  a  small  number  of  software  sup- 
pliers; thus  there  aie  a  finite  number  of  database  formats  In- 


formatica has  to  grapple  vl 
Customers  running  Sid 
SAP,  Ariba  and  PeopleSoft-l 
their  major  competitors— I 
customers  who  make  In 
matica  smile.  Companies  \\ 
off-brand  or  homegrown 
plications  are  trickier,  butj 
cording  to  InformaticaV 
year-old  chief  execul 
officer,  Gaurav  S.  Dhillon.l 
able  systems  can  be  hai| 
coded,  albeit  at  additional  expense. 

Informatica's  average  software  sale  is  $225,000;  prices! 
its  largest  implementations  are  well  above  $1  million- 
counting  the  muscular  hardware  needed  to  run  the  p| 
grams  (usually  a  Unix  box  with  four  CPUs  and  all  the  me| 
ory  you  can  afford). 

Are  the  results  worth  it?  Watching  Dhillon's  exuberl 
team  strut  its  stuff  in  a  product  demo  would  make  a  belie  I 
out  of  the  most  ardent  skeptic.  Dissecting  complex  d| 
from  multiple  sources  looked  so  downright  easy  that  I 
to  conclude  that  Informatica  answers  questions  that  can:| 
be  easily  answered  in  any  other  way. 

But  showmanship  is  one  thing  and  product  perf I 
mance  is  another.  For  that  reason,  I  called  a  half-dozen  c 
tomers — picking  those  with  reputations  for  being  prel 
tough  cookies. 

The  surprising  result:  bouquets  all  around.  One  hail 
nosed  systems  exec  opined,  "I've  drunk  the  Kool-Aid 
this  one.  It's  the  best  tool  ever  made."  Other  kudos:  "flail 
less,"  "our  standout  vendor,"  "in  a  class  by  itself,"  "nobol 
out  there  can  compete  with  them,  and  the  ones  who  | 
are  deficient." 

Any  complaints?  Some  technical  nits  and  gnats,  but  tl 
only  serious  worry  anyone  voiced  was  whether  Informatic  I 
forays  into  e-commerce  and  mobile  computing  weren't  dll 
tractions  for  what  is  still  a  pretty  small  company. 

I'd  add  one  more  reservation:  Informatica  has  corl 
pretty  far  pretty  fast — but  building  a  $154  million  compa  l 
in  boom  times  is  a  whole  lot  easier  than  maintaining  supel 
heated  growth  in  a  slumping  economy.  Even  if  Informatil 
can  pull  that  off,  I  still  don't  think  it  will  be  the  next  N\ 
crosoft.  On  the  other  hand,  were  it  not  for  that  prepostero 
stock  multiple,  it  might  be  the  next  best  thing. 


Joseph  R.  Garber,  a  bestsetting  author,  serves  on  the  hoard  of  directors  of  three  technology  companies. 
Find  pas'.      mns  at  www.forbes.com/garber  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take 

you  there  instantly. 
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m 


whatever  point 

you're  trying  to  make. 


ne  likes  to  do  their  own  job  in  their  own  way.  It's 
tandable  really,  since  people  are  different.  And  their  jobs 
are  too.  Requiring  different  information  presented  in 
it  ways. 

at's  exactly  why  your  staff,  customers  and  suppliers  will 
aan  useful.  Put  simply,  iBaan  allows  everyone  to  get  the 


business  information  they  need,  integrated  in  a  single,  person- 
alised, web-based  environment.  Each  person  sees  only  what  they 
need  to  see,  presented  in  a  way  that  makes  sense  to  them. 
It's  simple,  efficient  and  potentially  very  profitable  for  you. 
To  find  out  all  the  ways  iBaan  could  be  used  to  help  sharpen 
your  business  performance,  visit  our  website. 


J3<^7N  get  to  the  point  Cw. 


inverisys 


I  thought 
domestic  violence 

■ 

only  happened 
to  other  people. 


HELPING  END  DOMESTIC  VIOLENCE 


When  Shari's  "perfect"  boyfriend  turned  violent, 
she  felt  trapped,  alone  and  worthless. 

Beyond  the  beatings  and  harassment,  she  was  consumed  with 
the  fear  that  he  would  hurt  her  children  if  she  tried  to  escape. 
Finally,  Shari  found  SAFEHOME,  a  program  for  victims  of  domestic 
violence  in  Johnson  County,  Kansas  that  gave  her  counseling 
and  support  —  and  the  courage  to  begin  a  better  life. 

As  a  career  woman  and  mother  of  two,  Shari  knows  firsthand  that 
domestic  abuse  is  not  the  problem  of  "other"  people.  It  affects 
millions  of  women,  men  and  children  in  every  community,  regardless 
of  race  or  income.  The  time  to  stop  the  violence  is  now. 

That's  why  we  established  The  Philip  Morris  Campaign  Against 
Domestic  Violence.  Our  support  of  SAFEHOME  and  similar  organizations 
nationwide  is  just  one  of  the  ways  we've  been  making  a 
difference  to  communities  in  need  for  more  than  forty  years. 


Then  it  happened  to  me. 


If  you  or  someone  you  know  needs  help,  contact: 

National  Domestic  Violence  Hotline 

(800)  799-SAFE 
(800)  787-3224  (TTY) 
www.ndvh.org 


Supported  by  the  Philip  Morris  family  of  companies 


KRAFT  FOODS,  INC.      MILLER  BREWING  COMPANY      PHILIP  MORRIS  U.S.A. 

www.philipmorris.com 


Family  Holding 

The  Greens  inherited  a  utility  business.  But  their 
horse-trading  instincts  go  back  a  few  generations. 


BY  PHYLLIS  BERMAN 

LEMUEL  GREEN,  A  FLOUR  MILL 
owner,  took  the  excess  power 
from  the  water-turned  genera- 
tor at  his  mill  in  1908  and  sold 
it  between  dusk  and  midnight 
to  anybody  in  Alton,  Kan.  who  knew 
what  to  do  with  it.  Soon  he  quit  the 
milling  business  and  started  stringing 


once  called  Missouri  Public  Service, 
is  headed  by  Lemuel  Green's  two 
great-grandsons. 

Richard  Green,  46,  took  over  as  chief 
executive  in  1985,  three  years  after  his 
father's  death.  At  the  time  Missouri 
Public  Service  served  200,000  customers 
in  two  states  and  had  $245  million  in 
revenues.  Richard's  brother  Robert,  now 


transmission  lines  across  the  western 
part  of  the  state.  Before  his  death  in 
1930  he  had  built  a  utility  that  lit  56 
Kansas  communities. 

Kansas  City's  UtiliCorp  United  is 
perhaps  the  only  fourth-generation 
ily-controlled  electric  utility 
he  country.  Today  the  outfit, 
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39,  joined  him  three  years  later. 

Standing  pat  was  not  an  option. 
Deregulation  was  in  the  air,  and  the 
rules  were  changing.  The  brothers  re- 
made the  company.  They  spent  $4  bil- 
lion buying  utilities  in  other  parts  of 
the  U.S.,  Canada,  Australia  and  New 
Zealand.  UtiliCorp  now  serves  4  mil- 


lion customers  in  seven  stj 
and  four  countries.  More 
portant,  they  veered  off  i) 
other  parts  of  the  energy  bi 
ness.  In  1986  they  acquired! 
properties  from  Peoples  rj 
ural  Gas  of  Omaha  and  g< 
two-person  gas-trading  ojj 
ation  as  part  of  the  deal.  T 
little  trading  operation,  now  a  s 
sidiary  called  Aquila,  turned  i 
something  almost  as  valuable  as  all 
rest  of  the  company,  with  its  4, 
megawatts  of  power  generated 
some  22  power  plants  around 
country. 

"My  brother  and  I  received  strc 
advice  that  we  would  never  be  able 
be  competitive  in  this  bu 
ness,"  says  Bob  Green.  C 
yeah?  Aquila  has  1,100  e 
ployees  and  competes  w 
the  likes  of  Duke,  Dyn< 
and  Enron.  According 
Natural  Gas  Week,  Aquila 
the  fourth-largest  pow 
and-gas  marketer  in 
country  last  year.  Aqi 
trades  a  host  of  other  pnj 
ucts  as  well — everyth 
from  weather-conditi 
hedges  to  bandwidth. 

Problem:  Trading  ope 
tions  require  capital  just 
power  plants  do.  The  so 
tion,  until  now,  has  be 
what  brother  Bob  calls  "c 
'asset  lite'  strategy.  We  wa 
to  control  the  capacity,  r 
own  it."  So  Aquila  may  pi 
vide  the  gas  to  power  a  s 
called  merchant  plant,  o 
that  produces  electricity 
sell  in  the  market,  in  retu 
for  a  claim  on  its  produ 
tion.  But  so  far  Aquila  Y 
not  been  a  big  player  in  t 
most  profitable  parts  of  the  bu 
ness — taking  on  big  risk  in  larg 
transactions,  the  way  Enron  and  Dy 
egy  do. 

What  to  do?  In  mid-December  Ul 
iCorp  announced  that  it  would  ofl 
19.9%  of  Aquila  to  the  public,  raisi 
capital  while  creating  a  market  value 


its  trading  operation,  just  as  comj 
tors  Constellation  Energy  and  Soutl 
Company  are  doing.  The  hope  is 
the  new  entity  will  garner  a  multip 
20  to  45  times  earnings.  Then,  i 
were  to  go  as  planned,  UtiliCorp  w« 
spin  off  the  rest  of  the  operation 
tax-free  distribution. 

The  timing  looks  good.  Aquila 
no  material  exposure  in  the  Califo 
market.  Furthermore,  the  volatilit 
that  market  has  been  a  bonanza 
many  firms  that  trade  power,  incluc 
Aquila.  Its  trading  subsidiary  is  the 
son  UtiliCorp's  earnings  were  up  ; 
last  year,  to  $206  million,  on  $29  bil 
in  sales.  UtiliCorp's  shares  doublec 
the  past  year  to  $30. 

But  will  the  California  cr 
nonetheless  poison  the  market  foi 
Aquila  stock  offering?  It  might.  / 
UtiliCorp  cannot  afford  to  hold 
breath  in  the  capital  markets  fore 
Even  with  its  "asset-lite"  strategy, 
company  is  far  more  leveraged  tn 
most  utilities,  with  debt  at  56% 
capital,  versus  the  50%  norm  for  el 
trie  utilities.  The  offering  is  suppo: 
to  raise  $425  million  or  so  that  coi 
be  used  to  pay  down  a  bit  of  the  pi 
ent's  $2.9  billion  in  debt. 

If  Bob  Green  is  walking  a  financ 
tightrope,  you  could  never  tell  it 
talking  to  him.  "We  see  this  compam. 
our  heritage,"  he  says  confidently.  T 
despite  the  fact  that  after  seven  equ 
offerings  the  family's  share  of  UtiliCc 
is  now  4%,  down  from  15%  whi 
Richard  took  over. 

Might  the  Greens  lose  their  he 
loom  in  a  takeover  battle?  They  mig 
but  they  might  come  out  ahead  anyw 
Look  at  the  family  history.  Lemuel  sc 
some  of  his  utility  assets  for  $6.6  mi 
lion  in  1927  and  diversified  into  Ca 
fornia  orange  groves.  The  assets  we 
resold  to  Samuel  Insull,  the  midweste 
electricity  magnate  who  came  to  a  b; 
end  when  his  pyramid  of  holding  cor 
panies  collapsed  during  the  Depressio 
Years  later,  after  Congress  reacted  wi 
a  law  that  busted  up  multistats  electr 
utilities,  Bob  and  Rick's  grandfatb 
bought  back  Lemuel  Green's  utili 
properties  for  a  song. 


Don't  Hire 

theWronq 
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A  MAGAZINE 


SOMETIMES, 
OPENS  YOU. 


www.hbr.org 


Why  Should 
Anyone  Be 


3S  looking  for 
new  competition. 
With  the  mobile 
Internet,  he  can 


Where  in  the  world  can  you  go  to  find 
some  worthy  competition?  Just  about 
anywhere,  with  the  Mobile  Internet  from 
Lucent.  As  the  world  leader  m  mobile 
Internet  technology,  we're  building  the 
wireless  networks  that  bring  the  full 
power  of  the  Internet  to  mobile  devices. 
So  everything  from  interactive  games 
with  3D  graphics  to  online  banking  to 
video  e-mail  is  always  at  your  fingertips. 
When  you  change  the  way  people 
communicate,  you  change  the  way 
they  live.  Lucent  Technologies.  We  make 
the  Internet  mobile. 

Expect  great  things: 


We  applied  for  numerous  patents  on  it.  Fortunately, 
you  don't  have  to  wait  for  government  approval  to  enjoy  it. 


TOWN  &  COUNTRY 

The  next  generation  Town  &  Country.  Filled  with  ingenious  ideas 
in  safety,  performance  and  comfort.  Call  1.800. CHRYSLER  or  log 
on  to  www  cl     -<ler.com.  Town  &  Country,  the  best  minivan  ever* 


ion  AMCI  overall  weighte  I     iiuations  of  2001  Town  &  Country  versus  similarly  equipped  2000  Model  Year  minivans.  Call      77-PROVE-IT  for  details 


/Vas  That  Auditor's  Opinion 
teally  Independent? 

ke  a  close  look  at  some  audit  disasters,  and  you  may  agree  with  the  SEC's 
tgoing  chairman,  Arthur  Levitt:  Accounting  work  and  consulting  work 
ally  shouldn't  be  under  the  same  roof. 


ELIZABETH  MACDONALD 

rHE  EARTHQUAKE  TEARING  THOUGH  THE  Ac- 
counting profession  is  separating  auditors  from 
consultants.  Accenture,  the  consulting  firm,  is  di- 
vorced from  Arthur  Andersen,  the  accounting  firm; 
Ernst  &  Young,  the  accounting  firm,  sold  off  its  con- 
ing arm  to  Cap  Gemini  (see  story,  p.  86);  KPMG  just  took 
onsulting  business  public,  with  a  view  to  making  it  more 
ependent.  Talk  abounds  that  PricewaterhouseCoopers 
r  be  the  next  Big  Five  accounting  firm  to  do  a  split. 
Not  a  moment  too  soon,  in  the  view  of  Arthur  Levitt, 
)  recently  finished  a  nearly  eight-year  stint  as  chairman  of 
Securities  &  Exchange  Commission.  For  the  past  two 
's  Leviti  has  waged  a  holy  war  against  what  he  perceives 
ompromised  indepen- 
ce  among  the  firms  that 
vide  "independent  opin- 
5"  on  the  financial  state- 
its  of  public  companies. 
Before  you  dismiss  Levitt 
ust  another  bureaucrat 
1  power  trip,  take  a  close 
c  at  five  of  the  great  audit 
isters  of  the  past  two 
ades,  involving  Just  For 
t,  Oxford  Health  Plans, 
onial  Realty,  BCCI  and 
x>rean  Motor  Co.  There's 
ir  amount  of  evidence — 
le  of  it  never  before  pub- 
'  revealed — that  outside 
itors  are  not  as  indepen- 
t  as  they  should  be. 
An  accounting  scandal 
ust  For  Feet  pushed  the 
in  of  shoe  stores,  head- 
rtered  in  Birmingham, 
.,  to  file  for  bankruptcy 
tection  in  late  1999.  A 
;e  by  public  shareholders 
rth  $708  million  at  its 


peak  in  May  1996  evaporated — but  not  before  insiders  pur- 
portedly dumped  at  least  $50  million  worth  of  shares.  Foot- 
star,  another  retailer,  acquired  the  bulk  of  Just  For  Feet's  as- 
sets in  February  of  last  year. 

A  shareholder  class  action  filed  in  U.S.  District  Court  in 
Alabama  on  June  15  claims  the  shoe  chain  inflated  its  profits 
and  understated  expenses  for  three  fiscal  years  stretching 
from  1997  to  1999.  The  suit  alleges  that  the  company's  audi- 
tors, Deloitte  &  Touche,  helped  pad  the  financials  while  pur- 
suing a  consulting  contract  from  the  auditee.  The  plaintiffs 
also  allege  Deloitte  advised  Just  For  Feet  to  record  the  display 
booths  donated  by  manufacturers  as  assets,  which  inflated 
the  company's  income  by  $20  million. 

Here's  another  interesting  allegation:  that  Just  For  Feet 

managers  told  the  auditors 
that  their  associates  had 
breached  the  computerized 
accounting  systems.  But 
rather  than  report  that 
problem  promptly  to  the 
company's  audit  commit- 
tee, the  suit  claims  "Deloitte 
sought  to  profit  from  Just 
For  Feet's  inadequate  sys- 
tems by,  on  June  11,  1999, 
successfully  bidding  on  a 
consulting  project  to  cure 
the  many  deficiencies  in 
those  systems."  Deloitte 
says  the  suit  has  no  merit 
and  that  it  intends  to  vigor- 
ously defend  itself. 

Would  this  be  a  freak 
case?  Not  according  to 
Charles  Drott,  a  forensic  ac- 
countant and  fraud  exam- 
iner in  San  Francisco  who 
testifies  in  accounting  fraud 
cases.  Says  he:  "In  more  than 
50  audit  failures  that  I  have 
personally  investigated,  the 
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root  cause  was  overall  compromised  auditor  independence." 

Oxford  Health  Plans  is  a  health  maintenance  organization 
that  enjoyed  a  $6.8  billion  market  valuation  at  its  peak.  In  1997 
$4.5  billion  of  that  was  erased  when  it  came  out  that  Oxford's 
mangled  software  system  was  vasdy  overstating  revenues  and 
understating  expenses. 

Not  surprisingly,  plaintiff  lawyers  have  pounced  on  the 
auditors  here,  just  as  they  did  in  the  Just  For  Feet  case.  One 
claim:  KPMG,  outside  auditor  for  Oxford,  would  have  been 
more  motivated  to  uncover  the  mischief  if  it  had  not  been  so 
preoccupied  with  selling  tax,  appraisal  and  actuarial  services 
to  Oxford.  A  spokesman  for  KPMG  says  the  firm  stands  by  its 
1996  audit  and  denies  it  lacked  objectivity  "because  we  may 
have  provided  some  inconsequential  consulting  services." 
The  lawsuit  is  pending. 

BCCI,  the  crooked  bank  that  blew  up  in  1991,  cost  in- 
vestors, depositors  and  creditors  $10  billion.  A  report  filed  in 
late  1999  to  the  U.S.  district  court  in  Washington,  D.C.  by  the 
trustee  in  charge  of  liquidating  First  American,  BCCl's  Amer- 
ican subsidiary,  asserts  that  the  bank's  auditor,  Price  Water- 
house  (now  PricewaterhouseCoopers),  was  aware  of  BCCl's 
illegal  ownership  of  First  American  and  concealed  that  fact 
from  bank  regulators  around  the  world,  as  well  as  the  U.S. 
Senate  and  the  Federal  Reserve. 

What  blinded  the  auditors?  The  trustee's  report,  which  in- 
cludes findings  from  a  Senate  investigation  and  subpoenaed 


documents,  reached  some  scandalous  conclusions,  all 
mently  denied  by  Pricewaterhouse.  For  one,  BCCI  retaine< 
auditors  as  legal  consultants  to  help  defend  itself  agai] 
money-laundering  indictment,  the  report  states.  The  re 
adds  that  the  auditors  personally  got  the  use  of  a  villa 
hundreds  of  thousands  of  dollars  in  loans  from  BCCI.  Ani 
report  notes  that  Pricewaterhouse  employees  used  BCCI-F' 
Kong  to  handle  routine  banking  needs  in  the  Far  East,  in 
lation  of  the  SEC's  auditor  independence  rules.  It  says,  too, 
a  Pricewaterhouse  auditor  in  the  Cayman  Islands  "princi| 
responsible  for  the  BCCI  (Overseas)  audit  was  paid  $80,00(1 
cash  out  of  funds  that  a  former  BCCI  executive  had  exto 
from  the  bank.  David  Nestor,  spokesman  for  Pricewa 
houseCoopers,  says  the  report  is  "a  rehash  of  allegat 
made  by  attorneys  representing  the  bank — attorneys 
had  obvious  reasons  for  portraying  us  as  villains  in  an  el 
to  find  another  deep  pocket." 

Big  Five  pockets  are  indeed  deep,  and  they  are  someti 
opened  up  to  settle  claims.  Arthur  Andersen  and  its  insu 
coughed  up  an  estimated  $100  million  in  fines  and  settlem 
as  a  result  of  the  Colonial  Realty  scandal.  Colonial  was  a  H 
ford,  Conn,  firm  that  raised  money  syndicating  real  estate 
shelters  partly  on  the  strength  of  financial  projections  prep* 
by  Andersen.  Colonial  went  bust  in  1990.  An  investigatior 
Connecticut's  state  attorney  general  found  that  Colonial 
corrupted  an  Andersen  executive  with  up  to  $200,000  in  c; 


stays  at  a  Colonial-owned  hotel  in  Florida,  a  Mediter- 
;an  cruise,  three  cars  and  help  in  getting  bank  loans. 
Andersen  also  spent  about  $60  million  settling  claims  over 
.orean  Motor  Co.,  the  would-be  auto  manufacturer  that 
ipsed  in  1982.  A  big  embarrassment  to  Andersen  in  that 
|  a  surprisingly  candid  internal  memo  that  reportedly  sur- 
d  in  a  lawsuit  brought  against  Andersen  by  the  bankruptcy 
tee  for  DeLorean.  The  Andersen  memo  indicates  that  its 


In  more  than  50  audit  failures  that  I  have 
lersonally  investigated,  the  root  cause  was 

iverall  compromised  auditor  independence." 


seeking  investment  capital  and  negotiating  with  Ireland  and 
Northern  Ireland  over  a  new  factory.  Meanwhile,  the  firm's 
consultants  won  a  contract  to  design  and  install  a  computer- 
ized accounting  system. 

The  conflicts  ran  deeper.  When  the  SEC  raised  objections 
to  DeLorean's  financial  filings,  Andersen  drafted  a  detailed  re- 
sponse to  the  agency  on  DeLorean's  letterhead,  the  records 
show.  And  when  a  London  Sunday  Telegraph  reporter  started 

nosing  around,  Andersen 
and  DeLorean  tried  to 
throw  her  off  the  trail  by 
showing  her  sham  paper- 
work for  a  shell  company 
set  up  to  perpetrate  the 
_  fraud.  Former  Arthur  An- 


itors  knew  the  company  had  illegally  diverted  $17.6  mil- 
to  a  dummy  corporation  in  Panama,  some  of  it  for  John 
.orean's  use.  If  the  truth  came  out,  the  memo  noted,  "the 
idal  will  be  out  in  the  open"  and  "the  game  will  be  up." 
rhere  was  no  Chinese  wall  between  auditing  and  consult- 
in  this  assignment,  according  to  sealed  court  documents 
leaked  out  recendy.  Andersen's  auditors  put  together  the 
orean  company's  profit  figures  and  then  audited  their  own 
k.  In  addition  to  that  textbook  violation  of  SEC  rules,  An- 
en  effectively  became  a  part  of  DeLorean's  management, 


dersen  managing  partner 
Richard  Measelle  later  opined  in  a  confidential  memo  that  "the 
great  advantage  of  showing  her  [the  reporter]  the  contract  was 
that  it  kept  her  from  going  around"  and  doing  more  digging, 
the  records  say. 

Andersen's  response  to  all  this:  It's  ancient  history  And  De- 
Lorean Motor  Co.  is  indeed  long  gone.  But  what  happened  in 
all  of  these  scandals  nonetheless  lends  credence  to  Levitt's  the- 
ory that  there  is  no  way  to  make  audits  truly  independent.  In 
the  end  it  may  not  be  the  federal  agency  that  forces  the  separa- 
tion. It  may  be  the  threat  of  costly  lawsuits.  F 


out  to  grow  up. 


With  new  technologies  from  ABB. 


fields  of  windmills  in  remote  locations 


will  produce  renewable  electricity 


at  competitive  prices.  It's  just  one  of 


the  ways  we  are  turning  the  promise 


of  alternative  energy  into  a  reality. 


At  ABB.  we  build  knowledge  for 


tomorrow's  WOrld.  w  v/w.abb.com 


Brain  Power 
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Spread  the  Wealth 


jam  F  YOU'RE  RICH,  GO  SHOPPING— THAT'S  ONE  OF  THE 
I  most  public-spirited  things  you  can  do  these  days.  The 
I  best  reason  for  giving  you  a  tax  cut,  too,  is  that  you'll 
I  spend  it  on  a  high-performance  car,  a  super-thin  laptop, 
H  a  really  neat  PalmPilot,  a  wireless  modem  and  a  bioengi- 
neered  cure  for  your  back  pain.  Technology  has  displaced  the 
Treasury  as  the  most  effective  instrument  for  redistributing 
wealth. 

In  Adam  Smith's  day  the  affluent  did  business  with  their 
favorite  butcher,  brewer  and  baker,  and  both  sides  benefited. 
But  those  with  neither  the  coin  nor  the  shop  gained  rather 
little  from  the  transaction.  The 
wealth  did  indeed  trickle 
down  sooner  or  later,  but 
mostly  later.  Solid  things  like 
land  and  clothes  and  food  just 
aren't  very  porous,  economi- 
cally speaking. 

Today's  rich  buy  silicon 
chips  along  with  their  bread 
and  beer,  and  "trickling" 
doesn't  begin  to  describe  how 
quickly  the  wealth  now 
streams  down.  Those  of  us 
who  were  affluent  enough  to 
patronize  Intel,  Microsoft  or 
the  early  wireless  phone  com- 
panies in  the  1980s  paid  exor- 
bitant prices  for  laughably 
primitive  technology,  by  today's  standards.  We  had  our  self- 
ish reasons  for  doing  so.  But  by  spending  lavishly  to  adopt 
early,  we  made  it  possible  for  the  rest  of  you  to  buy  the 
same — or  better — technology  much  more  cheaply  later  on. 

The  universal  law  of  high-technology  pricing  is  that  it 
starts  high,  then  falls  fast.  The  very  same  chips  that  com- 
manded premium  prices  in  the  early  desktops  are  now  sold 
dirt  cheap  to  control  microwave  ovens.  Almost  all  the  cost  of 
such  chips  lies  in  the  initial  design  of  their  circuitry  and 
manufacturing  plants.  So  the  most  profitable  strategy  for 
vendors  is  to  soak  early  buyers  who  value  the  technology  a 
lot,  then  cut  prices  step  by  step  to  sell  to  a  progressively 
larger  but  less  soakable  market. 

Today's  technology  cuts  the  cost  of  building  tomorrow's, 
too.  Many  key  layers  of  logic  embedded  deep  inside  the  Pen- 
tium and  \\         i  2090  were  developed  for  earlier  genera- 


The  earlier  and 
more  profligately 
the  rich  spend  on 

the  technology 
know-how  in  fast 
PCs  and  biotech 
drugs,  the  sooner 
the  less  rich  will 
get  to  buy  it,  too. 


tions  on  Wintel  products 
were  sold  to  consumers  \ 
ago.  For  many  high 
products,  progress  now 
ters  on  adding  gates,  or 
of  code,  or  amino  acid 
yesterday's  infrastructure. 

It's  the  same,  but 
more  so,  with  networked 
vices.  The  first  100,000 
tomers  pay  to  develop  j  I 
and  e-mail  protocols.  I 
next  million  underwrite  the  development  of  instant  mesl 
ing.  The  next  10  million  pay  for  the  streaming  audio.  An 
on.  Each  succeeding  generation  gets  a  free  ride  on  the  c 
sumption  of  all  who  came  before. 

Technology-wealth  transfers  cascade  across  geograj; 
markets  as  well.  U.S.-suppiied  software,  chips,  pharmace 
cals  and  agricultural  biotechs  inevitably  sell  for  much  les 
the  Third  World  than  they  do  here.  If  the  vendors  themse 
don't  slash  their  prices,  intellectual-property  pirates  do 
job  for  them.  Intel,  Microsoft  and  Merck  give  a  lot  more : 
eign  aid  to  India  and  China  than  the  World  Bank  does. 

The  convenience,  comfort  and  entertainment  of  the 
fluent  now  derive  in  no  small  part  from  technologies  t 
can  easily  be  replicated,  and  at  rapidly  declining  cost.  Mos 
the  new  "luxury"  in  expensive  cars  no  longer  goes  into 
leather  or  mahogany — it  goes  into  silicon  and  software 
the  dash  and  under  the  hood,  into  onboard  navigation  s 
terns,  electric  braking  and  steering,  active  suspension, 
namic  cruise  control  and  so  forth.  Same  with  smart  ap] 
ances,  online  banking  services,  arthritis  drugs  and  A] 
treatments.  The  premium  you  pay  to  get  the  best,  first,  is 
paying  for  material  stuff,  it's  paying  for  know-how. 

And  however  extravagantly  you  may  spend  on  kno 
how,  you  don't  "consume"  it,  not  in  the  same  way  as  beer 
bread.  Self-indulgence  doesn't  reduce  supply  or  raise  pr 
The  earlier  and  more  profligately  the  rich  spend  on  it,  1 
sooner  the  less  rich  will  get  to  buy  it,  too. 

So  it's  time  to  update  Adam  Smith's  most  famous  aph 
rism.  It  is  not  from  the  benevolence  of  the  lithographer,  t 
programmer  or  the  server  that  we  expect  our  digital  dinn 
We  expect  it,  instead,  from  the  inadvertent  benevolence 
other  customers  who  stepped  into  the  same  shop  earlier  f 
their  lunch. 


Peter  Huber,  al  senior  fellow,  is  the  author  o/Hard  Green:  Saving  the  Environment  From 

the  Environment  I  ijgital  Power  Report  Find  past  columns  at  www.forbes.com/huber  or  use 

your  -.CueCat  device  on  the  ate  code  (right)  to  take  you  there  instantly. 
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They  say  a  tree  is  known  by  its  fruit.  Well,  at  Internal 
Paper  we're  known  for  our  high-quality  packaging.  Whi< 
consistent  all  around  the  world.  So  whether  you  ship  ban. 
from  Brazil,  porcelain  from  Portugal,  or  silk  from  Singa; 
we  can  provide  the  packaging  from  one  dependable  sot 
Global  solutions  from... 


Star 


Dollars 

r^Star 

Power 

slebrity  is  the  ultimate  asset.  In  this  frantic  age  of  nanosecond 
fention  spans,  fame  /'s  fortune— not  just  for  the  pampered  stars  but 
so  for  the  businesses  that  bank  on  them.  The  combined  wattage  of 
ilia  Roberts,  Bruce  Willis  and  Adam  Sandler  helped  launch  Joe 
ith's  new  movie  studio  last  year.  The  worldwide  appeal  of  Britney 
lears,  'N  Sync  and  the  Backstreet  Boys  gives  low-profile  mogul 
ive  Calder  powerful  leverage  in  the  music  business.  Derek  Jeter 
l't  the  highest-paid  player  in  baseball,  but  he  is  the  most  valuable, 
/en  his  starring  role  in  the  world's  hottest  media  market.  Our 
slebrity  100  list  (p.  144)  seeks  to  quantify  such  intangibles.  We 
gin  by  totaling  up  the  top  earners  in  14  different  categories,  then 
ctor  in  media  attention  and  other  metrics  of  fame.  That's  why  Tom 
uise-though  he  ranks  a  mere  13th  in  pay-is  number  one  when 
igazine  covers,  media  mentions  and  Internet 
esence  are  also  tallied.  Hollywood  stars  and 
hletes  dominate  the  rankings,  but  celebrity 
riches  lesser  lights  as  well:  chefs,  models, 
thors  and  even  the  newest  arrival,  the  non- 
lebrity  celebrity,  courtesy  of  reality  television. 
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3ARKNESS  HAS  FALLEN  ON  THE  DESERT  NEAR 
Henderson,  Nev.,  and  a  full  moon  lights  up  the 
sky.  Bundled  in  a  parka  and  skullcap,  Joe  Roth, 
the  former  head  of  Walt  Disney  Studios,  directs 
scenes  for  a  new  movie,  America  s  Sweethearts. 
It  is  the  first  film  Roth  has  directed  in  12  years, 
his  three  previous  endeavors,  including  Revenge  of  the 
is  2,  were,  ahem,  undistinguished, 
fet  here  he  is  in  the  middle  of  the  desert  on  this  frigid 
it,  surrounded  by  some  of  Hollywood's  most  bankable 
;.  Roth  shoots  one  scene  with  Julia  Roberts  and  John  Cu- 
,  then  prepares  for  another  with  Catherine  Zeta-Jones. 
luddles  with  the  talent,  all  shrouded  in  big  coats,  and 
•  conversation  repeatedly  erupts  in  laughter. 
^  year  after  leaving  Disney's  comfortable  corporate  suite, 
)h  E.  Roth,  52,  has  become  an  even  more  powerful  figure  in 
ywood.  His  new  company,  Revolution  Studios,  has  an  os- 
ble  value  of  $1  billion — based  on  little  more  than  who  he 
d  who  has  agreed  to  work  with  him.  Even  before  Roth  had 
I  up  his  shingle,  Julia  Roberts  agreed  to  do  three  pictures 
Am.  He  has  Bruce  Willis  and  Adam  Sandler  lined  up,  too. 
?he  sweetest  part:  Roth  sold  25%  of  his  newborn  for  $250 
on,  set  aside  15%  to  give  to  executives  and  kept  60%  for 
self.  This  puts  a  $1  billion  paper  value  on  the  company, 
e  sure,  the  only  investors  to  put  up  cash  for  their  shares 
:  entertainment  distributors — notably  including  Sony 
News  Corp.  and  cable  baron  John  Malone — who  were 
lltaneously  buying  pieces  of  future  Revolution  Studios 
ies.  But  in  the  fuzzy  Hollywood  economics  that  puts  as 
h  value  on  tinsel  as  on  hard  assets,  Roth  has  bragging 
ts  to  an  instant  $600  million  net  worth. 

miles:  tough  guy  Bruce  Willis  and  pal  Joe  Roth. 


Former  Disney  studio  boss 
Joe  Roth  has  all  the  power 
of  someone  running  a 
billion-dollar  studio  but 
next  to  none  of  the 
overhead.  Sounds  like  a 
far-fetched  script. 

BY  BRETT  PULLEY 
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As  we  explain  in  the  box  on  page  116,  $250  million  doesn't 
go  very  far  in  the  movie  business.  But  Roths  skills  in  raising  cap- 
ital just  begin  there.  By  refining  the  age-old  technique  of  pre- 
selling  distribution  rights  to  films  (say,  to  movie  theaters  in 
Japan  or  pay  TV  in  North  America),  Roth  has  raised  commit- 
ments of  $3  billion  to  cover  a  minimum  of  36  films  over  six 
years.  And  he  has  done  it  without  releasing  a  single  film.  Rev- 
olution's first  effort,  the  low-budget  teen  film  Tomcats,  opens 
Mar.  30. 

Roth's  selling  proposition:  I'll  cut  the  overhead.  He  vows 
to  make  films  on  the  cheap,  sidestep  the  big  studios'  bloat 
and  share  in  the  risks  his  distributors  take  on.  Revolution  gets 
its  take  only  after  a  film  earns  back  the  advances.  If  his  part- 
ners don't  profit,  he  doesn't  either. 

"People  love  movies  all  over  the  world,"  Roth  says.  "At 
the  same  time  the  studios  that  make  the  movies  bitterly  com- 
plain that  the  economics  of  the  movie  business  stink."  This, 
he  says,  he  will  change. 

Roth  left  Disney  in  January  2000  and  set  about  tailoring 
Revolution  to  the  realities  he  saw  in  a  25-year  career  in  Hol- 
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lywood.  He  started  three  film  companies  and 
ran  the  fabled  Twentieth  Century  Fox  for  four 
years  and  Walt  Disney  Studios  for  six  more.  At 
Disney  his  box  office  revenue  surpassed  the 
billion-dollar  mark  five  years  in  a  row,  and  the 
studio  ranked  first  in  five  of  his  six  years  there. 
Along  the  way  Roth  saw  the  inefficiencies  of 
the  studio  system  and  learned  the  needs  of  his 
aftermarket  customers:  pay-per-view,  pay 
channel  and  basic  cable;  network  television; 
home  video;  and  overseas  markets. 

He  knew  the  system  was  sick.  Media  giants 
need  blockbusters  to  cover  their  overhead — as 
much  as  $250  million  a  year  for  all  those  lim- 
ousines, personal  chefs,  office  interior  decora- 
tors, private  jets  and  other  costs.  So  they  shoot 
for  the  moon  and  get  a  lot  of  flops.  Even  when 
they  make  25  films  a  year,  which  is  what  a  Dis- 
ney or  a  Fox  does,  the  studios  still  don't  pro- 
duce enough  product  to  fill  their  distribution 
pipelines.  They  need  an  outside  supply. 

Roth  is  one  of  those  outside  suppliers,  and 
in  this  new  role  he  is  breaking  with  his  recent 
past.  He  made  his  mark  producing  huge  hits 
on  behemoth  budgets.  On  his  watch  at  Disney 
The  Sixth  Sense,  Armageddon  and  Toy  Story  2 
each  topped  $200  million  box  office  totals  at 
U.S.  theaters  and  had  costs  to  match.  At  Revo- 
lution the  films  will  cost  $10  million  less  than 
the  $50  million  average.  The  typical  studio's 
overhead  averages  out  to  $10  million  per  release,  not  just  to 
cover  excess  luxuries  but  also  to  cover  projects  in  "develop- 
ment"— the  word  for  money  squandered  optioning  scripts 
that  are  never  made  into  films.  Roth  vows  to  keep  overhead 
to  $2  million  per  film. 

Most  striking  of  all,  Roth  rejects  the  industry  standard 
deal,  in  which  an  independent  producer  takes  upfront  pay- 
ments of,  say,  $15  million  to  $20  million  from  a  studio  in  ex- 
change for  distribution  rights  to  a  few  future  films.  That 
sweetheart  setup  enriches  the  producer  whether  his  films  fly 
or  flop.  Roth,  by  contrast,  limits  his  upfront  largesse  to  a 
salary  of  less  than  $1  million  for  running  the 
company. 

"It's  a  very  fair  deal  on  his  part,"  says 
Howard  Stringer,  chairman  of  Sony  Corp.  of 
America,  which  purchased  a  7.5%  stake  in 
Revolution  for  $75  million  and  will  distribute 
its  films  in  the  U.S.  and  in  some  foreign  mar- 
kets. "He  knows  how  costs  can  get  out  of  con- 
trol. He  wants  to  make  quality  pictures  but 
not  sink  the  studio.  With  other  producers, 
there  is  no  particular  incentive  in  making  the 
studio  happy." 

Others  have  tried,  and  failed,  to  fix  the 


►  Financing  Revolution 

Only  15%  of  all  movies  released  last  year  sold  $100  million  at  the  U.S.  ba 
office— the  benchmark  for  a  hit  movie.  Here's  how  such  a  film  with  a 
so-called  $40  million  budget  would  get  split  between  Roth  and  his  partri 


Investors  ($mih 


$40  million  Production  budget  ► 


$65  million  Print  and  advertising  ► 


Revenues 


$20  Sony 

7  Revolution 

6  Senator  Films 

5  Fox  Entertainment 

2  Pony  Canyon 

$58  Sony  (U.S.,  foreign  marketing) 
4  Toho  Towa  (Japan  marketing) 

3  Senator  Films  (Germany  marketir 

Revenue  sources  


$340  million  Total  gross  ► 


Who  Gets  What  (Smii) 


$100  Domestic  box  office 

100  Overseas  box  office 

80  Worldwide  television 

60  Worldwide  home  video 


$105.0  Recoupable  production  and  marketing  advances 

100.0  Theater  operators 

20.5  Residuals  and  third-party  participation 

20.0  Distribution  fee  to  Sony  (domestic/international) 

15.0  Video  duplication 

3.0  Distribution  fee  to  Senator  (Germany) 

2.0  Distribution  fee  to  Toho  Towa  (Japan) 

2.0  Overhead 

0.5  Distribution  fee  to  Pony  Canyon  (Japan  video  distribution) 


Profit  to  Revolution  ($miO 
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$72  million  ( $43.2  Roth,  $18.0  Equity  investors,  $10.8  Other  executives) 


studio  system.  DreamWorks  promised  to  reinvent  Ho 
wood  when  Steven  Spielberg,  Jeffrey  Katzenberg  and  Dal 
Geffen  formed  the  company  seven  years  ago.  Instead  til 
ended  up  largely  duplicating  the  old  guard's  prodigious  I 
frastructure  for  development  and  distribution.  "Is  Revol 
tion  a  paradigm  of  a  new  studio?  I'm  not  sure,"  Roth  adml 
"But  this  is  a  way  in  which  the  people  who  need  movies  \ 
get  them  without  the  huge  amount  of  risk  and  overhe 
And  I  think  you'll  see  other  companies  like  this." 

Candid  and  comfortable  in  the  saddle,  Roth  has  made 
journey  to  the  top  of  Hollywood  seem  effortless.  Raised 
Long  Island  and  schooled  in  journalism  a 
film  at  Boston  University,  he  graduated 
1970  and  moved  to  San  Francisco  to  atte 
law  school  at  Hastings  College  of  the  Law 
then  backed  out.  He  worked  small  local  jcl 
in  feature  films  and  TV  commercials  a 
moved  to  Los  Angeles  in  the  early  1970s, 
ran  a  comedy  club  and  produced  his  fi 
movie  in  1976,  a  $33,000  montage  of  cornel 
routines  call  Tunnel  Vision.  It  grossed  $| 
million. 

In  1987  Roth  cofounded  an  indie  shcl 
Morgan  Creek  Productions,  making  hits  lil 


"This  is  a  way 
people  who 
need  movies 
can  get  them 
without  the 
huge  risk  and 
overhead." 
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Chrysler  and  Jeep 
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2001  Jeep  Grand  Cherokee 
Petersen  s  4-Wheel  &  Off-Road 
2001  4x4  of  the  Year 


2001  Jeep  Cherokee  Sport 
Two-Time  Winner 
Petersen's  4-Whee/ &  Off-Road 
4x4  of  the  Year 
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2001  Chrysler  Town  &  Country 
The  Best  Minivan  Ever 


2001  Chrysler  Sebring  Sedan 
***** 
Highest  Government 
Front  Crash  Test  Rating 


"'984  &  1988. "Based  or.  A  MCi  overall  weighted  evaluations  of  2001  Town  &  Country  versus  similarly  equipped  2000  Model  Year  minivans.  Call  1  -877-PROVE-IT  f< 


Rewards  Program 
YOUR  REWARD 


APR  financing 

on  select  models. 

After  receiving  so  many  awards, 
Chrysler  and  Jeep  are  giving  you  something 
back.  Our  awards  are  your  rewards. 
Now  on  select  vehicles,  get  some  of  the 
lowest  APRs  ever.  And  that's  better  than 
taking  home  any  trophy. 


H RYS LER 


www.chrysler.com 


Jeep 


THERE'S  ONLY  ONE 

www.jeep.com 


♦Financing  for  qualified  buyers  See  dealer  for  details  Jeep  is  a  registered  trademark  o<  DaimlerChrysler 


-  A  Hollywood  Odyssey 

J970-/5*  Native  Long  Islander,  worked  small  commercial  and 
film  production  jobs  in  San  Francisco;  later,  ran  a  Los  Angeles 
nightclub  showcasing  stand-up  comics. 


1976  Produced  first  movie,  Tunnel 
Vision,  a  $33,000  compilation  of 
comedy  routines  that  went  on  to  gross 
$20  million. 

o 


Mi 


1980  Married  Donna  Arkoff,  daughter  of  B-movie 
legend  Samuel  Z.  Arkoff. 


1984  Produced  the  low-budget 
Tom  Hanks  hit  Bachelor  Party.  The  movie 
grossed  $38  million  for  20th  Century  Fox, 
helping  Roth  land  a  production  deal  at  the  studio. 

1987  Directed  Re venge 
of  the  Nerds  2,  a  $7.5 
million  film  that  grossed  $30  million. 
Teamed  up  with  former  Subaru 
distributor  James  G.  Robinson  to  form 
Morgan  Creek  Productions.  Sold 
advance  television  and  video  rights  to 
cover  production  costs  for  II  films,  including  Young  Guns,  Dead 
Ringers  and  Major  League. 


1989  Sold  stake  in  Morgan  Creek;  hired  by 
Barry  Diller  to  run  20th  Century  Fox.  Hits:  Home 
Alone,  Die  Hard  2  and  Sleeping  With  the  Enemy. 
Loser:  Toys. 


~  'if 


1992  Left  Fox  to  set  up 
production  house  Caravan 
Pictures,  financed  mainly  by 
Disney.  Company  produced  Angels  in  the 
Outfield,  While  You  Were  Sleeping  and  The 
Three  Musketeers. 


1994  Sold  Caravan,  became 
chairman  of  The  Walt  Disney  Motion 
Pictures  Group;  two  years  later, 
chairman  of  The  Walt  Disney  Studios. 
During  his  tenure,  18  films  each 

grossed  over  $100  million  domestically.  Three  of 
those  films,  Armageddon,  Toy  Story  2  and  The 
Sixth  Sense,  topped  $200  million  domestically. 

90  Disney  Chairman  Michael  Eisner 
tened  the  budgets  on  films;  Roth  left  Disney 

rv  d  Revolution  Studios. 


Young  Guns  and  Major  League.  In  1989  he  went  up  to  the 
leagues,  becoming  chairman  of  News  Corp.'s  Twentieth  d 
tury  Fox.  In  four  years  there  he  had  a  string  of  hits,  includj 
Home  Alone  and  Home  Alone  2,  Die  Hard  2,  Mrs.  Doub 
My  Cousin  Vinny  and  White  Men  Can't  Jump. 

Unhappy  with  his  pay  at  Fox  (at  least  $5  million  in  his 
year),  Roth  quit  in  1992  to  form  Caravan  Pictures,  an  in 
pendent  that  made  While  You  Were  Sleeping,  Angels  in 
Outfield  and  a  remake  of  The  Three  Musketeers.  In  1994| 
rejoined  the  majors  again,  becoming  chairman  of  Walt  ij 
ney  Motion  Pictures. 

Roth  had  abundant  success  at  Disney,  but  he  displaye| 
taste  for  expensive  films  that  critics  liked  but  audien 
shunned.  The  Insider,  which  cost  Disney  $76  million 
make  and  landed  seven  Oscar  nominations,  grossed  oj 
$28  million  at  the  domestic  box  office  in  1999.  Beloved, 
Oprah  Winfrey  project,  cost  $65  million  and  grossed  oj 
$23  million  in  the  U.S.  Disney  boss  Michael  Eisner  felt  sol 
  Roth  projects  "really  woi 


Roth  walked 
from  Disney 
only  days  after 
Eisner  balked 
at  his  plans 
for  "Pearl 
Harbor." 


have  been  better  as  mac 
for- TV  movies  and  not  tl 
atrical  releases,"  a  Disney  < 
ecutive  says. 

Roth  and  Eisner  began  ti 
sling  over  budgets,  and  eai 
last  year  Roth  pitched  a  $1 
million  price  tag  for  a  Woi 
War  II  epic  to  be  called  Pa 
Harbor.  All  of  the  talent  was) 
ready  in  place,  but  Eisn 
balked  at  the  scale.  Roth  q\ 
days  later.  "Michael  didi 
want  to  do  Pearl  Harbor,  and  I  was  frustrated  with  him,"  Rq 
says,  although  he  insists  that  wasn't  why  he  left.  Shortly  after  1 
exit  last  January,  Eisner  gave  the  green  light  to  Pearl  Harbor,  \ 
$  1 35  million  budget  intact.  The  film  debuts  Memorial  Day. 

When  Roth  left  Disney  he  took  his  Rolodex  with  him.  C 
it  was  Julia  Roberts,  the  first  woman  to  earn  $20  million  foi 
film.  They  had  been  close  friends  for  more  than  a  decad 
working  together  on  Sleeping  With  the  Enemy  and  Runawi 
Bride.  Before  Roth's  company  even  had  a  name,  much  le 
financing,  Roberts  agreed  to  star  in  and  produce  at  lea 
three  films. 

"I  always  knew  Joe  would  do  something  like  this,"  s| 
says.  "This  is  a  company  he  put  together  because  he  loves 
make  movies.  That's  a  pretty  groovy  enterprise  to  be  a  pa 
of.  I'd  do  everything  with  Joe  if  that's  the  way  it  cam 
around." 

With  the  town's  biggest  meal  ticket  in  his  camp,  Rot 
turned  to  Hollywood  lawyer  Harry  (Skip)  Brittenham  1 
pitch  the  plan  to  investors.  The  timing  was  propitious, 
the  stock  market  was  still  booming.  The  deal  gc 
sweeter  as  Roth  signed  on  tough  guy  Bruce  Willis  an 
goofy  guy  Adam  Sandler,  both  of  whom  had  made  som 
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of  their  biggest  hits  under  Roth  at  Disney. 

"I  went  to  the  people  who  I  knew  would  need  the 
movies — the  pay-television  services,  the  networks,  the  stu- 
dios and  the  big  international  players  in  Germany  and 
Japan,"  Roth  says.  He  told  them  he  would  have  a  low-over- 
head, small  company  that  made  mainstream  Hollywood 
movies  with  big  movie  stars,  and  made  a  lot  of  them. 

Because  Roth  will  use  the  back-office,  marketing  and  dis- 
tribution infrastructure  of  his  equity  partners,  he  avoids  bur- 
densome overhead.  By  presetting  distribution  rights  to  his 
films  in  enough  ancillary  markets,  he  covers  most  of  the  cost 
of  a  movie  before  the  first  scene  gets  shot. 
And  when  these  deals  expire  in  10  to  15  years, 
Revolution  will  own  100%  of  all  of  its  films.  It 
is  largely  on  the  basis  of  that  future  film  li- 
brary that  a  real  billion-dollar  valuation  for 
Revolution  might  rest. 

Cable  man  John  Malone  is  a  tough  sell 
and  has  been  a  vocal  critic  of  the  movie  busi- 
ness, but  the  pay-TV  service  Starz  Encore  that 
he  controls  through  Liberty  Media  Group  be- 
:ame  Roth's  biggest  equity  partner.  It  paid 
>'h  $1  50  million  for  a  15%  stake.  In  ex- 
hange  for  domestic  pay- TV  rights  to  Revolu- 


"The  studio 
business 
normally  is  a 
roller-coaster 
business.  This 
concept  is 
very  low-risk." 


tion's  films,  Starz  Encore  will  buy  every  release  on  a  nQ 
ated  scale  based  on  box-office  grosses,  and  will  get  1 
within  a  year  of  theatrical  release.  "The  studio  business 
maliy  is  a  roller-coaster  business,"  says  John  J.  Sie,  Stan 
core's  chief  executive.  "[This]  new  concept  is  very  low-ri 
In  a  similar  vein,  Fox  Entertainment  Group  paid  $25  mi 
for  a  2.5%  piece  of  Revolution  and  will  advance  a  negot 
minimum  amount  per  picture  against  a  percentage  of  the 
office  gross  in  exchange  for  U.S.  rights  for  network  televi 
basic  cable  and  syndication.  Note  that  many  producers  sell 
work,  cable  and  syndication  rights  separately,  but  Fox  c 
businesses  in  all  of  those  fields.  Roth's  dea 
Fox  use  the  new  films  in  whatever  outl« 
prefers  over  the  ten-year  period  of  the  lia 
Revolution  spares  itself  the  expensive  sales 
that  other  studios  use  to  sell  to  broadcast 
cable  outlets  all  over  the  country. 

Roth  sold  off  distribution  rights  in  < 
many  to  a  German  outfit,  Senator  Fi. 
which  in  return  will  contribute  at  least 
of  each  film's  budget  and  cover  German  r 
keting  costs.  He  peddled  Japan  video  ngh 
Pony  Canon  for  5%  of  a  film's  budget, 
other  company,  Toho  Towa,  will  advance 
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"He  wants  to 
be  relaxed  and 
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marketing  costs  in  Japan  in  exchange  for  the- 
atrical distribution. 

In  the  U.S.,  Sony  has  theater,  DVD  and 
videotape  rights  in  exchange  for  advancing 
Roth  just  under  half  of  each  movie's  budget 
and  funding  the  marketing  campaign.  Why  is 
this  good  for  Sony?  Because  it  spends  huge 
sums  on  overhead  but  can't  produce  enough 
films  to  fill  its  distribution  network.  Roth  will 
supply  six  to  eight  pictures  a  year.  Sony's  al- 
ternative: set  up  conventional  deals  with  pro- 
ducers in  which  it  pays  all  of  the  production 
and  overhead  bills  and  leaves  the  producer 
with  not  much  more  incentive  to  be  frugal  than  a  cost-plus 
supplier  to  the  Department  of  Defense.  "In  most  other  in- 
stances, producers  are  making  the  film  completely  with  your 
money,"  says  Sony  Pictures  Chairman  John  Calley. 

Then  again,  Sony  and  Revolution  could  end  up  even  closer 

Friends  in  High  Places 

Joe  Roth  has  a  reputation  for  knowing  how  to  make  Hollywood's  top  talent  happy.  His  loyalty  to  stars 
and  his  tendency  to  give  them  exactly  what  they  want  has  garnered  criticism  at  times,  especially 
from  his  bosses  at  Disney.  But  now  it's  paying  off,  as  some  of  Hollywood's  biggest  hitmakers  are 
playing  a  key  role  in  helping  to  launch  his  new  studio. 


BRUCE  WILLIS  was  working  on 
a  film  called  Broadway  Brawler in 
1997  when  the  project  ran  into 
problems  and  was  scuttled.  After 
a  recent  string  of  flops,  his  career 
appeared  to  be  in  jeopardy.  Willis' 
agent  called  Joe  Roth.  Within 
minutes,  the  two  struck  a  deal  for 
Willis  to  star  in  three  Disney 
films,  including  the  blockbuster 
The  Sixth  Sense.  As  Willis  says, 
"The  deal  came  at  a  significant 
and  pivotal  time."  His  production 
company,  Cheyenne  Enterprises, 
wii!  produce  at  least  three  films 
•  m       '$h\ks  mil  spar  sr»  them. 


JULIA  ROBERTS  lit  up  the 

screen  in  the  1988  film  Mystic 
Pizza.  So  much  so  that  Roth,  then 
studio  head  at  Fox,  telephoned 
Roberts'  agent  and  predicted, 
"Your  client's  going  to  be  a  star."  He 
was  right,  and  soon  he  and  Roberts 
were  collaborating  on  one  of  her 
early  hits,  Sleeping  With  the 
Enemy.  "Joe  put  faith  in  me  a  long 
time  ago  and  has  never  wavered 
from  that  faith,"  Roberts  says.  Her 
company,  Shoelace  Productions, 
has  agreed  to  produce  at  least 
three  films  for  Revolution  over  the 
next  five  years  starring  Roberts. 


than  they  plan.  Sony  has  talked  to  Roth  a| 
replacing  Calley,  who  is  70  and  is  expects 
retire  when  his  contract  expires  in  Nov) 
ber — just  after  the  expiration  of  the  none 
pete  clause  in  Roth's  Disney  exit  package 
Joe  wanted  to  succeed  me,  I  would  advoa 
to  the  highest  reaches  of  Sony,"  Calley  adr 
"But  I  have  the  sense  that  he's  doing  wha 
wants  to  do." 

Sony  always  could  buy  Roth's  new  a 
pany  outright.  But  Sony  was  burned  by  a  3 
ilar  move  a  decade  ago,  when  it  paid  T 
Warner  $200  million  to  get  hold  of  produ 
Peter  Guber  and  Jon  Peters  and  ended  up  taking  $3  billio 
writeoffs  on  the  whole  mess.  However,  Sony  and  Roth  may 
a  way  for  him  to  hold  on  to  Revolution  and  run  Sony's  stu 
For  Roth,  life  may  be  too  good  these  days  to  cons 
changing  anything.  He  sets  his  own  schedule,  greenly 

his  own  projects  and 
complete  creative  con 
over  his  films.  His  bud 
will  be  leaner  than  the  P 
lywood  norm,  but  Roth 
still  take  bigger  gamb 
such  as  the  $75  million 
movie  Blackhawk  Do\ 
produced  by  Jerry  Bru 
heimer  and  set  for  releas* 
November. 

The  coming  months 
tell  whether  Roth  can  si' 
the  crow's  nest  and  wa 
over  this  billion-dollar  s 
dio  and  at  the  same  time  i 
merse  himself  in  the  arti, 
details  of  making  mov 
During  a  break  from  An. 
ica's  Sweethearts,  Roth  ; 
mits  that  striking  the  ri; 
balance  will  be  "a  real  dr 
lenge."  "I'm  bone-tired," 
says.  But  he  loves  it. 
doesn't  have  to  worry  abo 
corporate  intrigue,  a 
when  one  of  his  two  kids  1 
a  track  meet  or  a  soo 
game,  he  can  drop  by.  " 


ADAM  SANDLER  starred  in  one 
of  the  biggest  surprise  hits  of  Joe 
Roth's  tenure  at  Disney,  the  screw- 
ball comedy  The  Waterboy.  Made 
for  $23  million,  the  film  went  on  to 
gross  $160  million  in  the  U.S.  A 
hands-on  filmmaker  who  produces 
and  writes,  Sandler  is  producing 
films  with  other  stars,  such  as  his 
recent  low-budget  Deuce  Bigelow, 
starring  his  friend  Rob  Schneider. 
Sandler's  Happy  Madison  produc- 
tion company  has  agreed  to  pro- 
duce more  movies  for  Roth;  Sandler 
will  star  in  at  least  one  of  Roth's 
films.  -B.P. 


wants  to  be  relaxed 
happy  and  make  everybc 
else  comfortable  and  happ 
says  Julia  Roberts.  He  m 
even  make  his  outside  sha 
holders  happy,  a  rare  occil 
rence  in  this  town. 


124     V  O  R  B  E  S  ■  March  19,  2001 


THE  CRUST  IN  YOUR  EYES.  THE  DROOL  IN 
THE  CORNER  OF  YOUR  MOUTH.  THE  MESSY  HAIR. 

SLEEP  IT'S  A  BEAUTIFUL  THING. 


Maybe  it's  our  new  seat  that's  doing  the  trick,  offering  you  over  6  feet  of  sleeping 
space.  Or  our  private  Snooze  Zone,  a  designated  area  where  you'll  never  be  disturbed 
by  a  rattling  food  cart,  a  chatty  passenger,  or  anyone  clicking  away  at  their  computer. 
And  when  it  comes  to  helping  you  go  out  like  a  light,  what  more  could  you  ask  for? 
Well,  how  about  a  real  pillow  and  comfy  duvet?  Complimentary  cotton  pajamas?  Or 
maybe  a  soothing  on-board  massage?  In  the  end,  you'll  get  a  sleep  that  leaves  you 
feeling  great  and  looking,  well,  let's  just  say  there's  a  salon  in  our  Revivals  Lounge. 


Business  Class  to  London 

1-800-862-8621 
virgin.com 


virgin  atlanticj^S 


The  reali 

Almost 

amous 


he  reality  TV  boom  leaves  its  unlikely 
stars  grappling  with  how  to 
leverage  their  semi-celebrity. 


PETER  KAFKA 

IOE  PATANE  IS  AN  ORDINARY-LOOKING  30-YEAR-OLD 
with  a  Brooklyn  accent  and  a  small  one-bedroom  Man- 
hattan apartment.  In  some  circles,  he's  also  a  star. 
People  who  remember  him  from  his  stint  on  MTV's  The 
I  World  reality  show  in  1996  stop  him  on  the  street, 
spective  employers  interrupt  job  interviews  to  ask  him 
ut  the  series.  His  life  story — at  least  the  part  about  being 
:he  show — has  made  him  $100,000  richer,  thanks  to 
Lking  engagements  and  a  tell-all  biography. 
Jp  until  last  year  Patane  and  his  fel- 
cast  members  were  anomalies:  "reg- 
"  folk  who  became  famous,  however 
lestly,  for  having  their  lives  broad- 
on  television.  Now,  thanks  to  the 
m  in  reality  TV  shows,  there  are  Joe 
nes  everywhere. 

ilichard  Hatch  won  last  year's  Sur- 
r  series  on  CBS  and  parlayed  his 
brity  into  a  book  deal,  a  radio  gig 
,  possibly,  a  job  as  a  TV  game  show 
.  Some  of  his  fellow  castmates — all 
hem  losers  in  the  Survivor  con- 
— were  able  to  translate  their  fame 
endorsements  and  guest  appear- 
;s.  The  same  holds  true  for  cast 
nbers  in  the  series'  second  install- 
it  that's  currently  on  the  air.  Cast- 
agents  are  now  circling  the  hand- 
e,  dimwitted  cast  of  Fox's  Temptation  Island. 
But  capitalizing  on  fleeting  fame  is  far  tougher  than  it  is 
hose  with  sports  heroics,  platinum  records  or  Oscar  stat- 
es. For  starters,  there's  the  question  of  ownership.  Sur- 
r  cast  members  must  sign  a  contract  granting  the  show's 
iucers  "the  perpetual  and  worldwide  right"  to  use  their 
le,  likeness  and  biography  in  "any  or  all  media."  They're 
restricted  from  writing  about  the  show  without  permis- 
for  a  three-year  period,  and  they  need  to  clear  all  com- 
cial  opportunities  with  CBS  in  the  first  months  after  the 
v  airs.  Last  fall  the  network  quashed  Hatch's  plan  to  host 
:'s  Saturday  Night  Live. 

Participants  in  other  reality  shows  agree  to  similar  re- 
gions: Patane  got  clearance  to  write  his  Real  World  book 
t  after  he  jawboned  an  attorney  filling  in  for  MTV's  vaca- 


tioning regular  lawyer.  And  forget  about  receiving 
any  ancillary  revenue  from  the  networks  down  the 
line:  Though  MTV  will  gross  about  $10  million  from 
Real  World  syndication  sales  this  year,  former  cast 
members  won't  get  a  dime. 
It's  also  difficult  for  Warholian  celebrities  to  judge  their 
own  value  as  entertainers.  "Some  of  these  guys  confuse 
being  on  television  with  being  an  actor,"  says  Brian 
Monaco,  a  talent  manager  who's  developed  a  cottage  in- 
dustry working  with  Real  World  veterans.  "They'll  call  me 
up  and  say  T  want  to  go  on  Letterman.'  And  I  say  'Why?' " 
Still,  there's  plenty  of  work  for  Real  World  cast  members 
with  more  grounded  ambitions:  Monaco  places  them  on 
the  college  lecture  circuit,  where  they  earn  $2,000  a  pop, 


►  Reality  Bits 

Reality  stars  know  that  fame  is  fleeting.  But  the  smart  ones  find  a  way  to  cash  in. 


GslleejLHaskeJL 
Survivor,  2000 
Appeared  in 
Blistex  ad;  will 
appear  in 
upcoming  film 
Animal  with 
comedian  Rob 
Schneider. 


David  Burns 

The  Real  World, 
1998 

Lecture  circuit; 
appearing  in  low- 
budget  movie;  na- 
tional spokesman 
for  Cider  Jack 
Hard  Cider. 


Eddie  McGee  Joe  Patane 


Big  Brother, 
2000 

No  lecture  fees; 
two  appearances 
on  Hollywood 
Squares.  Talking 
to  publisher 
about  book  deal. 


The  Real  World, 
1996 

Lecture  circuit; 
published  Livin' 
in  Joe's  World 
memoir.  Now 
runs  eponymous 
foundation. 


Rudy  Boesch  

Survivor,  2000 
"Rudy"  action 
figure;  appear- 
ance on  JAG 
series.  Will 
appear  on 
Combat  Missions 
reality  show. 


plus  expenses. 

For  some  reality  show  participants  there  is  little  aftermar- 
ket  at  all.  Eddie  McGee  earned  $500,000  for  winning  CBS'  Big 
Brother  series  last  October,  but  the  show  never  generated  the 
kind  of  excitement  that  Survivor  did,  and  McGee  has  since 
only  landed  stints  on  Hollywood  Squares.  "If  I  don't  pick  up 
something  soon,  I  may  have  to  start  bartending,"  says  the  22- 
year-old  college  student. 

And  as  each  new  reality  show  hits  the  air,  the  odds  of 
any  cast  member  breaking  out  decreases.  The  glut  will  get 
even  worse  if  Hollywood  actors  and  writers  follow  through 
on  a  threatened  strike  this  spring:  Since  reality  casts  aren't 
unionized,  networks  would  be  free  to  flood  the  airwaves 
with  the  guys  and  girls  next  door.  Think  Letterman  will 
want  interviews  with  all  of  them?  F 
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Derek  Jeter  is  must-see  TV 


BY  BRETT  PULLEY 

INSIDE  THE  NEW  YORK  YANKEES  TRAINING  COMPLEX  IN 
Tampa,  Fla.,  past  the  weight  room  and  rows  of  dressing 
cubicles  where  young  prospects  hang  their  street  clothes 
and  don  their  hopes  for  a  future  with  the  most  storied  fran- 
chise in  baseball,  a  large  sign  quotes  Joe  DiMaggio:  "I  want 
to  thank  the  good  Lord  for  making  me  a  Yankee." 

Derek  Jeter  sat  near  that  sign  after  a  workout  the  other 
day,  and  he  knows  just  how  abundantly  blessed  a  Yankee  can 
be.  Forget  slugger  Alex  Rodriguez  and  the  ten-year  $252  mil- 
lion contract  he  signed  in  December  with  the  Texas  Rangers. 
It  is  indeed  the  richest  deal  in  sports  history,  but  the  most 
valuable  man  on  the  baseball  diamond  today  is  Derek  Jeter. 

The  Yankees  shortstop  has  helped  his  team  win  the  World 
Series  four  times  in  his  five  seasons  in  the  majors.  Last  year  he 
became  the  first  player  to  win  the  MVP  award  in  both  the  all- 
star  game  and  the  World  Series.  He  plays  for  the  most  scruti- 
nized team  in  baseball,  and  for  one  of  its  most  demanding 
owners,  George  Steinbrenner. 

Jeter's  new  deal  with  the  Yankees — $189  million  over  ten 
years — is  the  linchpin  of  a  thriving  enterprise,  and  Jeter  arguably 
is  worm  every  penny  of  it.  A  clean-cut,  superstar  persona  in  the 
world's  hungriest  media  market,  Jeter  drives  in  more  than  just 
RBIs — he  is  a  TV  star  in  his  own  right,  drawing  viewers  to  the 
tube  and  grabbing  headlines  in  gossip  and  sports  columns. 

Statistically,  Jeter  performs  a  notch  behind  Rodriguez.  In 
six  seasons  in  the  majors  "A-Rod"  has  a  career  batting  aver- 
age of  .308, 189  home  runs  and  595  runs  batted  in.  Jeter,  after 
five  seasons,  has  batted  .322,  with  78  homers  and  414  RBIs. 


More  important  than  stats  is  this:  Derek  Jeter  is  in  dema 
An  appealing  pitchman  in  the  nation's  top  market,  Jeter  \ 
bring  in  more  than  $5  million  this  year  endorsing  Gatora 
Skippy  peanut  butter,  Oreo  cookies,  Ritz  crackers,  Fleet  B 
and  more.  Only  Ken  Griffey  Jr.  and  Cal  Ripken  take  in  mo 

The  New  York  tabloids  follow  every  step  of  his  love 
which  has  included  a  dalliance  with  pop  diva  Mariah  Ca 
and  a  current  liaison  with  Miss  Universe  Lara  Dutta.  Yet  al 
years  in  the  spotlight  Jeter  has  done  nothing  to  blemish 
wholesome  image:  no  arrests,  no  confessional  revelations, 
tantrums.  When  the  handsome  26-year-old  bachelor  tal 
the  field,  young  girls — and  old  ones,  too — scream  his  nai 
frantically  from  the  bleachers,  at  away  games  as  well  as 
home  in  Yankee  Stadium.  Other  members  of  the  Yankees ; 
stars,  but  Jeter  gets  the  calls  to  be  a  guest  on  MTV. 

"Derek  attracts  fans  who  might  not  otherwise  watl 
baseball,"  says  Casey  Close,  his  agent. 

Jeter's  star  power  underscores  the  changing  economicsi 
baseball.  He  is  worth  $19  million  a  year  to  the  Yankees  rj 
because  Steinbrenner  expects  to  earn  it  back  by  filling  mc 
seats  at  Yankee  Stadium.  What  Jeter  really  represents  is  hig 
quality  television  programming.  The  owners  who  pay  t 
bucks  to  stars  like  Jeter  and  Rodriguez  are  no  different  fro 
an  NBC  executive  who  pays  the  stars  of  Friends  $750,000  apie 
for  a  single  episode.  The  name  of  the  game  is  programmir 
and  having  Jeter  on  your  team  is  like  having  a  ratings  bloc 
buster  on  Thursday  night.  The  sad-sack  teams  that  don't  ha 
the  benefit  of  lucrative  media  assets  and  cable  deals  can't  pc 
sibly  sell  enough  hot  dogs  and  beer  to  keep  up. 
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Jeter  and  Rodriguez  play  on  teams  that 
benefit  greatly  from  the  media  business — but 
the  Yankees  stand  to  reap  more  from  Jeter  dian 
the  Rangers  do  from  Rodriguez.  The  market- 
ing deals  and  media  exposure  Jeter  gets  in  New 
York  far  surpass  what  Rodriguez  can  expect  to 
receive  in  Texas.  Moreover,  Jeter  plays  to  a  more  valuable  tele- 
vision audience.  As  Brian  Schiff,  program  coordinator  at  Com- 
cast's regional  sports  network,  puts  it:  "Someone  who  can  at- 
tract more  television  viewers  in  New  York  is  worth  more  than 
someone  who  can  attract  more  viewers  in  Texas." 

For  the  right  to  telecast  Yankees  games  on  cable  in  the 
New  York  region  Cablevision  will  pay  Steinbrenner  $52  mil- 
lion this  season,  the  richest  local  TV  deal  in  baseball.  Rangers 
owner  Thomas  Hicks,  of  the  Dallas  buyout  firm  Hicks,  Muse, 
Tate  &  Furst,  gets  only  $25  million  a  season  from  Fox  Sports- 
Net  for  televising  Rangers  games. 

Team  values  point  up  how  a  star  like  Jeter  translates  into 
big  revenue  in  a  market  like  New  York.  Based  on  a  multiple  of 
last  season's  revenue  the  Yankees  are  worth  $548  million.  The 
Rangers,  by  comparison,  were  valued  at  $294  million,  though 
Rodriguez's  presence  should  boost  that  number  this  year. 
Those  numbers  make  Jeter  look  like  an  even  better  buy:  His 
ten-year  deal  amounts  to  just  34%  of  the  Yankees'  asset  value; 
A- Rod's  contract  amounts  to  86%  of  the  Rangers'  total  worth. 

Increasingly,  sportswriters  compare  Jeter  to  the  great 
DiMaggio-  who  had  put  up  similar  statistics  and  whose  teams 
had  clinched  the  same  number  of  World  Series  champi- 


ie  who 
ict  New 
viewers 
is  worth  more 
than  someone 
who  attracts 
viewers  in  Texas." 


onships  at  the  same  juncture  in  his  career  in  the  early 
ties.  "It's  unfair  to  DiMaggio,"  Jeter  says  modestly.  "C'n 
you're  talking  about  somebody  who  was  great." 

The  humility  is  touching,  but  Jeter  has  been  aiming 
Yankee  greatness  for  most  of  his  life.  He  is  now  living,  a1 
says,  "the  life  I  dreamed  of."  When  he  was  8  years  old 
growing  up  in  Kalamazoo,  Mich.,  he  announced  to  his  pan 
that  one  day  he  would  play  for  the  Yankees.  The  proc 
Jeter's  prophecy  is  everywhere:  photos  of  a  Yankee  unifl 
hanging  on  the  wall  of  his  childhood  bedroom;  an  accour 
penned  in  his  eighth-grade  yearbook  that  refers  to  himse 
"a  professional  ballplayer  for  the  Yankees";  and  a  photo  f 
a  ski  outing  at  age  1 2,  showing  him  on  the  slopes  wearing 
a  ski  parka  but  a  Yankees  warm-up  jacket. 

Like  a  well-run  corporation,  Jeter  conducts  quarterly  n 
ings  with  his  advisers,  including  his  agent,  an  accountant 
money  managers  from  Bank  One,  Goldman  Sachs  and 
Cormack  Advisors.  Derek's  father,  Charles,  was  once  a  s< 
worker,  but  now  runs  his  son's  affairs.  "Derek  runs  it  like  a  b 
ness,"  says  Jeter's  accountant,  David  A.  VanEgmond,  a  tax  p 
ner  at  PricewaterhouseCoopers.  "Derek 
the  agenda,  but  his  father  acts  as  president 
Expect  to  see  more  of  Jeter  this  base 
season.  The  largest  of  his  deals  is  with  N 
and  this  spring  a  new  Derek  Jeter  signal 
cross-training  shoe  goes  on  the  mar 
He's  also  in  a  multiyear  deal  with  Qua 
Oats'  Gatorade,  and  as  the  only  base! 
player  promoting  the  sports  drink,  he 
appear  in  twice  as  many  ads  for  Gator 
as  he  did  last  year.  Jeter  also  has  deals  v. 
Bestfoods,  Nabisco  and  Fleer  trading  cai 
Crown  Books  last  year  paid  Jeter  more  than  $600,000  f« 
motivational  autobiography,  The  Life  You  Imagine. 

"He  is  one  of  the  best  at  his  position  ever  to  play 
game;  he  has  an  incredible  smile,  he's  photogenic  and  I 
one  of  the  most  incredibly  nice  people  you  would  e 
meet,"  says  Thomas  Fox,  a  vice  president  at  Gatorade.  "1 
way  he  conducts  himself  in  real  life  makes  him  one  of 
best  role  models  in  professional  sports."  Jeter's  agent,  Ca 
Close,  asserts  that  because  Jeter  is  biracial — his  dad  is  bl 
and  his  mom  is  white — "he  is  someone  who  can  appeal  tc 
cultures." 

Despite  his  wealth,  the  superstar  shortstop  hasn't  been  v 
extravagant.  In  1992, -when  the  Yankees  drafted  him  oul 
high  school,  he  took  his  $800,000  signing  bonus,  bought  a  r 
car  (a  Mitsubishi  3000GT,  which  he  still  owns)  and  invested 
rest.  He  rents  a  New  York  apartment  and  he  owns  a  home 
Tampa.  "Not  a  mansion,  but  a  nice  home,"  Jeter  says. 

Jeter's  undying  desire  to  be  a  Yankee  is  the  only  reason 
won't  earn  even  more  from  baseball.  Before  he  signed  his  t< 
year  contract  last  month,  he  made  it  clear  he  had  no  intei 
in  testing  the  free-agent  market.  "When  I  retire,"  Jeter  says| 
want  to  be  remembered  as  a  Yankee."  A  very  rich  Yankee 
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There  are  places  in  this  world  where  you  are  not  a  CEO,  Range  Rover's  permanent  four-wheel  drive,  electronic 
a  mogul,  a  player,  or  even  a  hotshot.  Places  where  all  air  suspension  and  unique  off-road  navigation  system,  the 
you  are  is  a  human  being.  The  question  you  must  /^S&jT/'j^^  answer  may  be,  "Quite  easily  "  Visit  a  Land  Rover 
now  ask  yourself  is,  "How  can  I  get  there?"  With    ^^SBBBB^^     Centre  and  see  what  a  Range  Rover  is  made  of. 

RANGE  ROVER 


^jifiie  dn«to:.Oy  professions!  driver.  Consult  owner'sT  manual  before  ordering  water.  ©2001  I 
BflS/a'fbags  alone  do  nov  provide  sufficient  prelection. 


Old  Boys 


Qub 


m  is 

new 
again 
for 

some  of  show  business' 
most  enduring  entertainers. 


H 


BY  MARK  LACTER 

E'S  THE  LAST  MAN  STANDING. 
Velvety  crooner  Tony  Bennett,  ne 
Anthony  Dominick  Benedetto, 
has  outlasted  contemporaries 
Frank  Sinatra,  Mel  Torme  and 
Dean  Martin.  He  has  a  thirty-something 
girlfriend,  indulges  himself  with  painting  and  still  performs 
100  gigs  a  year  that  bring  in  almost  $18  million. 

"It's  really  quite  a  situation,"  he  marvels  over  a  late  after- 
noon glass  of  merlot  in  his  15th-floor  apartment  overlooking 
New  York's  Central  Park.  "It's  ridiculous.  I  make  $200,000, 
$300,000  a  night.  For  years  I  was  working 
little  dives,  and  if  I  got  $700  a  week,  I'd  say, 
'Wow  I'm  really  cooking.'" 

At  74,  Bennett  is  living  proof  that  show 
business  is  not  limited  to  postpubescent 
acts  who  can't  keep  their  pants  on.  There 
are  plenty  of  oldsters  performing  long  be- 
yond their  expiration  date:  Paul  Newman 
(76),  Clint  Eastwood  (70),  Sean  Connery  (70),  Gene  Hack- 
man  (71),  James  Garner  (72)  and  Dick  Van  Dyke  (75).  Just 
behind  them  in  their  60s  are  Robert  Redford  and  Jack 
Nicholson.  (And  yes,  it's  still  an  all-guys  club.) 

For  many  of  Hollywood's  elder  statesmen  the  secret  is 
never  forgetting  you  can't  have  a  show  without  the  business. 
While  several  stick  mostly  to  their  day  jobs, 
others  have  become  brands  in  their  own 
right.  Paul  Newman  has  his  eponymous 
salad  dressings,  pasta  sauce  and  popcorn. 
Redford  owns  a  ski  resort,  runs  a  tchotchke 
catalog  and  created  the  highbrow  Sundance 
cable  channel.  Eastwood  is  just  as  well 
known  for  his  producing  and  directing 
abilities  as  for   is  ough-guy  performances. 

"They  have  ,  her  life.  They  have  other  interests  besides 
acting,"  says  Bernie  Brillstein,  head  of  celebrity  manager 
Brillstein-Grey  E;  unment.  "They're  also  people  who 
never  hide  the  fact  tb     he/re  getting  old." 

No  one  would  coi .     e  the  white-haired  Van  Dyke  with  a 


hardbody  contestant  from  Survivor.,  the  reality  show 
shares  the  same  network  as  his  CBS  crime  drama,  DwgjJ 
Murder.  Driven  to  the  set  from  his  Malibu  home  only  til 
days  a  week,  Van  Dyke  naps  at  lunchtime  and  often  ch| 
himself  into  the  hospital  for  routine  tests.  "I  love  hosj| 
food.  Isn't  that  stupid?  They've  got  the  best  macaroni 
cheese,"  he  swoons. 

Not  exactly  the  demographics  networks  covet,  and  yell 
show  has  hung  on  for  eight  seasons.  Van  Dyke  earns  aroi 
$250,000  an  episode,  in  addition  to  the  22%  stake  he  owrij 
the  Dick  Van  Dyke  Show,  which  he  got  as  compensation! 
his  measly  salary.  When  Viacom's  Nick  at  Nite  picked  upl 
show  again  in  1993,  the  money  rolled  in. 

"The  network  really  can't  stand  us,"  jokes  Van  DykeJ 
oldest  leading  man  in  television  (with  the  exception  of  gg| 
show  host  Bob  Barker,  77).  "The  sales  department  would 
us  to  disappear  into  thin  air,  because  advertisers  don't  wll 
to  reach  our  audience." 

While  Van  Dyke  looks  and  sounds  much  the  same  a  I 
his  pratfall  days  as  Rob  Petrie,  he  wll 
through  a  dry  spell  in  the  1970s  and  19l 
with  a  string  of  half-baked  sitcoms  and  l| 
gettable  movies.  In  between,  he  battled 
bottle.  Then  in  1992,  after  he  starred  in  al 
movie  about  a  genial  doctor  who  sol 
crimes  on  the  side,  producer  Fred  Silvl 
man  asked  Van  Dyke  to  turn  it  into  a  ser 
Like  other  old-timers,  Van  Dyke's  longevity  owes  a  loll 
brand  recognition.  That  means  never  straying  far  from  wi 
made  you  popular  in  the  first  place.  "There  was  a  point  t| 
or  three  seasons  ago  when  they  were  going  to  try  to  hype ' 
show,"  he  recalls.  "We  had  a  couple  of  shootout  scenes,  anl 
had  to  say,  'You're  going  to  have  to  get  somebody  else.'  I  f  I 
a  kind  of  responsibility  to  the  audience."! 

Bennett  has  also  seen  hard  timesil 
nasty  divorce,  a  $2  million  delinquent 
bill,  records  in  the  bargain  bin,  cocaiil 
schemers  and  thieves  among  his  entouraj 
Noting  that  his  old  man  still  had  a  curiol 
appeal  to  young  fans,  his  son  Danny  can| 
up  with  the  idea  of  repackaging  his  dad. 
Thus  came  the  now-notorious  appearances  with  the  Rll 
Hot  Chili  Peppers  at  the  1993  MTV  award  show,  guest  spo 
on  Late  Night  With  David  Letterman,  and  a  stint  as  an  ar 
mated  caricature  of  himself  on  Tlte  Simpsons. 

The  cross-marketing  was  a  hit.  On  the  theory  that  1 
better  to  keep  them  asking  for  more,  Danny  halved  h 
dad's  concert  dates  to  100  a  year,  so  thj 
Bennett  now  commands  an  average 
$175,000  a  night  and  $350,000  I 
corporate  gigs. 

Even  Bennett's  watercolors  fetched 
the  low  seven  figures  last  year.  "I  have  bee 
blessed,"  he  smiles. 


Geezer  chic: 
There's  a  market 
for  show  biz 
graybeards  like 
Bennett,  Van 
Dyke,  Newman, 
Hackman  and 
Connery. 
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BY  KEMP  POWERS 

■■■  HE  PEOPLE  PACKING  A  SOLD-OUT  SHOW  BY  BLUE 
^jB^^Man  Group  at  the  Luxor  casino  in  Las  Vegas 
know  what  they  like.  They  just  aren't  sure  who 
they  like.  "All  I  know  is,  it's  the  guys  from  the 
Pentium  commercial,"  says  one  fan.  "I  saw  them 
on  Jay  Leno  once,"  another  chimes  in. 
Both  are  right.  They're  also  wrong.  That's  because  the  three 
men  who  created  Blue  Man — a  trippy  cabaret  act  that  features 
three  mute  men  in  blue  face  paint  backed  by  high-tech  special 

z^Blue 

Cou 

Blue  Man  Group 

is  famous.  Its  creators 
are  not.  That's  fine 
with  them. 


effects  and  lots  of  toilet  paper,  food  and  other 
props — did  appear  on  Leno  and  they  do  shill 
(silently)  for  Intel.  But  they  rarely  appear  on- 
stage in  Las  Vegas,  or  at  concurrent  shows  in 
New  York,  Boston  and  Chicago. 

Instead,  Matt  R.  Goldman,  Phil  B.  Stanton 
and  Chris  W.  Wink  have  trained  a  cadre  of  34 
Blue  Men  (and  1  Blue  Woman)  to  take  their 
place  at  the  shows.  The  1.2  million  people  who 
pay  to  see  them  each  year  are  none  the  wiser. 
"We're  not  celebrities,  the  characters  of  the 
Blue  Men  are,"  Goldman,  a  former  software 
programmer,  happily  admits.  "We're  just  the 
minions  who  serve  the  Blue  Men." 

Serving  the  Blue  Men  is  a  lucrative  job 
these  days.  Ail  four  shows  boast  attendance  at 
98%  capacity;  the  Vegas  show  alone  grosses 
$3.3  million  a  month.  The  three  men,  who 
each  own  a  third  of  the  business,  are  as  closemouthed  as  their 
wordless  characters  when  it  comes  to  their  finances,  but  col- 
lectively they  probably  rack  up  annual  revenue  of  $69  million 
and  net  at  least  $8  million  of  that. 

They  are  more  forthcoming  in  explaining  how  they  de- 
signed a  show  that  could  be  replicated  without  them —  it  was 
a  happy  accident.  Blue  Man  Group  started  out  in  1987  as  a  se- 
ries of  "happe  igs"  in  Central  Park,  conceived  by  the  trio  as 
a  send-up  of  poj     !  Aire.  Wink  and  Goldman  had  known  each 


other  since  being  classmates  at  a  New  York  middle  scl 
when  they  met  Stanton,  he  was  working  for  a  New  York  cl 

"We  honestly  didn't  have  any  long-term  goals,  anl 
show  .was  just  something  we  were  doing  to  rebel,"  Winl-I 

For  the  first  three  years  they  couldn't  even  afford  u 
studies — the  $100  apiece  they  earned  for  each  perform 
barely  covered  the  cost  of  their  face  paint.  Eventuallyl 
taught  one  of  the  show's  drummers  how  to  perform  as  cl 
Man  backup;  and  one  night  he  filled  in  for  an  ailing  Stal 
"No  one  in  the  audience  noticed  a  difference,"  Wink  | 
Thus  was  born  an  expansion  plan. 

The  former  drummer  now  trains  each  second-generl 
Blue  Man,  while  the  three  originals  only  make  occasion;! 
pearances,  including  a  performance  at  the  Grammy  avl 
this  year.  They  spend  the  rest  of  their  time  supervis  | 
rapidly  expanding  empire. 

Because  the  show  goes  on  without  the  Blue  Men  utter  I 
single  word,  it  could  prove  to  be  a  natural  overseas.  Sho'| 
London,  Brazil  and  Japan  are  future  goals.  Predictably, 


chandising  efforts  are  under  way,  ranging  from  T  shirts 
sweatshirts  to  holiday  cards.  A  soundtrack  of  the  show  has  s 
a  respectable  1 50,000  copies,  and  there's  talk  of  doing  film  sec 
Just  don't  expect  to  see  Blue  Man  Group  sans  masks  a 
time  soon. 

"It's  always  been  about  the  Blue  character,"  says  Stant 
"There's  a  real  luxury  in  creating  a  character  that  can  be 
produced.  People  don't  show  up  to  see  Matt,  Chris  and  P 
They  show  up  to  see  the  Blue  Men," 
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Syrupy-pop  Svengali  Clive  Calder  gavt 
us  Britney  Spears,  the  Backstree 
Boys  and  'N  Sync.  Soon  he  may  ge 
down  to  really  serious  business 


Talking 

BY  PETER  KAFKA  AND  BRETT  PULLEY 

CLIVE  CALDER,  OWNER  AND  IMPRESARIO  OF  JIVE 
Records,  has  taken  control  of  your  children's  minds — 
or  at  least  the  part  devoted  to  teen  idol  worship  and 
the  syrupy-sweet  sounds  of  prepubescent  pop. 
In  30  years  Calder,  54,  has  built  his  privately  held 
record  company  into  a  pop  powerhouse  with  $800  million  in 
annual  sales.  Last  year  Jive  had  three  of  the  ten  top-selling  al- 
bums in  the  U.S.:  'N  Sync's  No  Strings  Attached,  Britney 
Spears'  Oops!...  I  Did  It  Again  and  Black  &  Blue  from  the  Back- 
street Boys.  Other  top  Jive  acts  include  bump-and-grind 
crooner  R.  Kelly  and  the  raspy  rapper  Mystikal. 

The  lack  of  a  U.S.  distribution  arm  is  the  main  thing  that 
separates  Calder's  private  empire  from  the  five  companies 
that  dominate  the  $40  billion-a-year  worldwide  music  busi- 
ness— Sony,  Universal,  BMG  (his  current  distributor),  Warner 


and  EMI.  That  may  be  about  to  change.  Calder  ha 
option  to  terminate  his  distribution  deal  with  BM 
June,  and  music  mavens  are  mulling  the  Great  C 
Question:  What  will  he  do? 

He  could  re-up  with  BMG,  dump  it  in  favor  t 
rival  or  spurn  the  Big  Five  altogether  and  challe 
them  head-on.  Or  Calder  could  sell  out  altogetl 
fetching  perhaps  $1.3  billion  and  pocketing  80%  c 
(BMG  owns  the  rest).  Whichever  way  he  goes,  it  wilJ  shake 
the  balance  of  power  in  the  music  industry. 

The  most  aggressive  course  would  be  to  take  on  the  : 
giants,  and  Calder  has  an  ideal  opportunity  to  do  it.  B. 
and  EMI  are  in  merger  talks, 
which  could  force  EMI  to  sell  its 
Virgin  label  to  avoid  antitrust 
problems.  If  Calder  can  buy  Vir- 
gin on  the  cheap,  he  would 
amass  enough  volume  to  justify 
building  his  own  worldwide  dis- 
tribution business.  BMG  would 
ose  a  potent  partner  in  Jive, 
which  provides  one-quarter  of 
BMG's  U.S.  market  share  and 
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Britney  Spears  did  it  again  for  Jive  this  year. 

over  10%  of  its  $3.9  billion  in  annual  sales.  The 
other  big  labels  would  lose  a  shot  at  signing 
Calder  and  his  legendary  golden  ear,  and  Jive  it- 
self could  be  transformed  from  a  supplier  into 
a  formidable  competitor. 

If  Calder  himself  has  figured  out  which 
way  to  go,  he  will  wait  as  long  as  possible  to  tell  the  world 
about  it.  He  is  a  reluctant  mogul — so  press-shy  he  refuses 
even  to  pose  for  a  routine  industry  photo  opportunity  un- 
less he  is  assured  the  pictures  won't  get  published  anywhere. 

Raised  in  a  middle-class  neighborhood  in  Johannesburg, 
South  Africa,  Calder  never  attended  college  but  headed 
straight  into  the  music  business,  playing  bass  guitar  in  local 
bands  and  working  as  a  scout  for  EMI  records.  In  1971,  work- 
ing with  Ralph  Simon,  a  keyboard  player  in  a  rival  band,  he 
started  a  new  company  for  music  publishing,  recording  and 
concert  promotion.  In  1975  the  duo  moved  to  London,  where 
they  founded  what  is  known  today  as  Zomba  Recordings, 
whose  centerpiece  is  Jive  Records.  They  named  the  company 
after  the  then-capital  of  Malawi,  where  legend  holds  that  local 
tribe  members  were  blessed  with  superior  hearing. 

The  two  men  moved  the  company  to  the  U.S.  in  1978,  set- 
tling in  New  York.  With  a  knack  for  signing  young  artists  and 
locking  them  up  cheaply,  the  pair  worked  with  acts  from 
ooner  Billy  Ocean  to  rockers  Def  Leppard  to  new 
wave  a  the  Cars  to  Whodini,  one  of  the  first  big  rap 

groups.  C  ight  out  his  partner  in  1991  after  the  two 

had  a  fallin,  Simon,  who  now  runs  YourMobile 


you 
him 
about  music, 
you  feel  like 
you're  talking 
to  a  musician." 


Croup,  a  wireless  entertainment  company.  Calder  "has  a  nj 
lessness  that  knows  no  boundaries,"  Simon  says.  Calder 
clined  to  talk  for  this  story. 

Now,  flanked  by  his  lieutenant,  Barry  Weiss,  Calder 
made  Jive  into  an  infamously  tightfisted,  fearsome  negotia 
At  most  record  labels  executives  get  boxes  upon  boxes  of  I 
discs  to  give  away;  at  Jive  they  receive  only  one  apiece.  Cal 
will  let  a  hot  act  walk  out  on  him  before  paying  a  higher  pi 
than  he  is  willing — that  is  how  he  lost  rapper  and  Men 
Black  star  Will  Smith.  Calder  will  open  his  pocketbook  wl 
he  sees  a  reason.  In  recording  the  first  Backstreet  Boys  albi 
he  increased  the  production  budget  from  $200,000  to  $1  ri 
lion  to  get  the  sound  the  way  he  liked.  The  disc  eventui 
sold  13  million  copies. 

While  he  is  mocked  for  his  parsimonious  ways,  his  pej 
are  in  awe  of  his  musical  acumen.  He  spends  hours  in 
studio  and  can  illustrate  a  point  about  chord  progressions 
a  song  by  playing  them  on  a  piano.  "When  you  talk  to  n 
and  you're  talking  about  music,  you  feel  like  you're  talking 
a  musician,  not  a  guy  in  a  suit,"  says  David  McPherson, 
executive  vice  president  at  Sony  who  worked 
Calder  for  four  years. 

Early  on  Calder  recognized  the  importaij 
of  record  producers  in  shaping  an  act's  sou 
and  eventual  success.  He  manages  the  careers 
star  producers  like  Mutt  Lange,  ensuring  t 
bands  signed  to  his  labels  benefit  from  Langj 
skills.  Calder's  three  top  teen  acts  rely  heavily 
Max  Martin,  a  producer  in  Calder's  stable 

Being  an  independent  lets  Calder  functi 
as  a  renegade.  When  the  teen  band  'N  Syj 
began  to  chafe  at  its  record  contract  with  BMGj 
1999,  the  major  labels  stayed  away,  clearly  aware  that  taj 
pering  with  the  act  would  lead  to  a  legal  battle.  Calder  hj 
even  more  reason  to  look  away,  because  of  his  partners 
with  BMG.  Yet  he  stepped  in  to  sign  'N  Sync,  even  though 
group's  freedom  to  leave  BMG  was  unclear.  BMG  eventua 
sued  Calder,  and  the  case  was  settled  out  of  court;  last  year 
band  was  Calder's  biggest  act. 

Jive's  indie  status  also  allows  Calder  to  move  quick 
When  toymaker  Hasbro  sought  partners  a  year  ago  for 
new  Hit  Clips  toy,  which  plays  60-second  music  samp 
from  a  chip,  major  labels  hesitated  and  fretted  over  piracy 
sues.  Calder  moved  forward,  and  the  first  version  of  the  tc 
released  last  year  featured  his  acts.  The  toys  don't  gener 
much  money  for  Jive,  but  they  have  become  must-haves 
kids  and  are  worth  a  fortune  in  marketing. 

Calder  relishes  his  independence,  so  it  isn't  clear  that 
would  consider  selling  out  or  even  diluting  his  equity  to  finan 
a  purchase.  He  offers  few  clues  and  doesn't  want  any  public 
"He  doesn't  make  decisions  based  on  ego,"  explains  Tom 
Boy  Chairman  Tom  Silverman.  "He's  never  talking  about  hir 
self  or  going  onstage  to  introduce  his  artists."  But  it  doesi 
matter.  Clive  Calder  is  the  most  famous  recluse  in  music. 
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service  of  Fidelity 
Brokerage  Sen/ices  LLC 
(FBS),  Member  NYSE, 
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shareholder  services  to  the 
fund  family.  FBS  does  not 
recommend  or  endorse 
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How  Does  PBHG  Define  Value? 


PBHG 
Value 
Funds 


val*ue  Vval  yii\  n.  Abbr.  vai. 

1  :  A  fair  price  or  return  2  :  Precise  meaning  or  import, 
as  of  a  word 

3  :  At  PBHG,  our  unique  approach  to 

value  investing  seeks  quality 

companies  with  attractive  valuations, 

not  just  companies  that  are  "on  sale." 

Our  approach  insists  on  strong  near-term 

business  dynamics  and  long-term 

growth  prospects  and  the  presence  of  a 

catalyst  likely  to  help  a  company  realize 

what  we  believe  is  its  true  value. 
Synonyms:  See  below 


Average  Annual  Returns  as  of  12/31/00 


Since 

1  -year 

3-year 

Inception 

PBHG  Small 
Cap  Value 

32.87% 

16.82% 

25.71% 

(4/30/97) 

PBHG  Mid-Cap 
Value 

26.17% 

25.22% 

32.06% 

(4/30/97) 

PBHG  Large 
Cap  Value 

23.97% 

22.87% 

23.53% 

(12/31/96) 

PBHG  Focused 

Value 

24.81% 

N/A 

38.49% 

(2/12/99) 

1  -800-496-8724 


For  additional  information,  call: 

'he  performance  data  quoted  represents  past  performance  and  is  not  indicative  of  future  results.  The  performance  data 
ssumes  the  reinvestment  of  all  distributions.  The  investment  return  and  principal  value  of  an  investment  in  the  PBHG 
unds  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  The 

erformance  figures  quoted  may  be  lower  at  this  time  due  to  recent  market  volatility.  Securities  of  smaller  capitalization 
ompanies  involve  greater  risk  and  price  volatility  than  larger,  more  established  companies.  Funds  that  concentrate 
westments  in  a  limited  number  of  securities  may  involve  greater  risk  and  more  price  volatility  than  more  diversified  funds, 
or  more  complete  information,  including  information  on  charges  and  expenses,  call  for  a  free  prospectus.  Read 
:  carefully  prior  to  investing  or  sending  money. 
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built  a 

fortune  by  betting  on  his  juvenilia,  the  loyalty 
of  his  fans  and  the  worth  of  his  name. 

BY  MICHAEL  MAIELLO 

THE  NARRATOR  OF  FALSE  MEMORY, 
Dean  Koontz's  2000  bestseller,  is  af- 
flicted with  autophobia,  the  fear  that 
she  will  destroy  herself.  Writers  are 
taught  to  write  about  what  they 
know,  but  for  Koontz,  this  one  had  to 
have  been  a  stretch. 
At  55,  Koontz  is  one  of  the  most  successful 
writers  on  the  planet,  with  225  million  copies  of  his 
38-title  oeuvre  currently  in  print.  His  thrillers, 
which  tend  more  toward  the  psychological  than  the 
supernatural,  bring  him  $35  million  a  year  in  roy- 
alties, more  than  enough  to  pay  for  the  new  home 
he's  building  in  Newport  Beach,  Calif,  that  has 
both  ocean  and  mountain  views.  That  wealth  is 
owed  in  part  to  a  cocky  and  reckless  bet  he  made 
on  his  own  talent  26  years  ago:  He  spent 
$100,000 — most  of  his  life's  savings  at  the  time — to  buy  back 
40  titles  from  his  publishers  and  pull  them  off  the  market. 

Today,  revised  and  reissued,  those  books  are  worth  mil- 
lions to  Koontz,  who  sells  them  to  publishers  along  with  his 
new  work.  His  stockpile  of  old  titles  is  the  equivalent  of  a 
portfolio  of  old  TV  series  reruns,  guaranteed  to  generate  in- 
come for  years.  "I  could  have  been  wrong  and  spent  the  rest 
of  my  life  in  a  supermarket  shopping  cart,"  he  says,  "but 
nothing  in  art  or  business  is  worth  doing  without  risk." 

Koontz  grew  up  poor  in  Bedford,  Pa.,  an  only  child  raised 
by  his  stay-at-home  mother.  His  father  was  a  violent  alcoholic 
who  was  unable  to  hold  a  job  for  long.  "Beating  up  the  boss  is 
a  bad  career  move,"  Koontz  says.  He  graduated  from  Ship- 
pensburg  University  in  1966,  and  a  year  later  became  an  Eng- 
lish teacher  in  nearby  Mechanicsburg.  He  soon  quit  in  order 
to 'write  and  for  the  next  five  years  had  little  income.  His  wife, 
Gerda,  supported  him  by  working  as  an  office  manager. 

By  the  mid-  1970s  he  had  carved  out  a  nice  living  writ- 
ing pui  cience  fiction  and  suspense  novels.  In  his  best 
years  h  e  arned  $70,000  in  royalties.  By  age  35  he  had  writ- 
ten 35         s  that  sold  modestly.  Many  of  them  pale  in 
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comparison  with  his  later  works 
Koontz  was  buoyed  by  fan  letters^ 
he  convinced  himself  that  his  | 
from  journeyman  to  bestsellingj 
thor  was  imminent.  His  old  titlei 
reasoned,  would  be  worth  nj 
money  if  he  reacquired  them,  n 
some  fixes  and  resold  them  som< 
as  a  famous  author. 

So  in  1974  Gerda  Koontz  quit 
job  and  started  negotiating  repurc 
prices  for  40  of  his  old  books.  In  s» 
cases,  when  the  books  had  fallen  on 
print,  Gerda  obtained  the  rights 


Topping  the  lists  with  his 
latest  suspense  tale,  From 
the  Corner  of  His  Eye,  Koontz 
remains  the  king  of  royalities. 


free.  They  funded  the  purchases  with  their  savings  i 
scrimped  by  living  in  rented  two-bedroom  apartments. 

By  1981,  when  Koontz's  novel  Whispers  became  his  t 
paperback  bestseller,  he  was  able  to  test  his  gambit.  Sij 
then  he  has  resold  20  titles  in  his  stockpile  to  his  publishl 
insisting  that  if  they  wanted  his  next  blockbuster-to-be,  t) 
had  to  buy  a  few  old  books  from  his  backlist,  as  well.  " 
unique.  Most  authors  say,  'That's  what  I  wrote  when  1  \ 
25,  and  this  is  what  I  write  at  40.'  They  don't  spend  the  tii 
money  and  creative  energy  on  the  older  books,"  says  Lore 
Barrett,  an  1 1 -year- veteran  literary  agent  and  an  execut 
editor  at  Doubleday  before  that. 

It's  well  worth  it  to  Koontz — FORBES  estimates  that  J 
vances  from  his  reissued  titles  netted  him  at  least  $10  millii 
while  book  sales  bring  in  another  $  1 0  million  in  royalties  < 
nually.  Now  Koontz  is  moving  into  digital  recycling.  A  coll 
tion  of  his  poems,  many  of  which  have  appeared  in  his  nj 
els  as  quotations  from  the  imaginary  Book  of  Count 
Sorrows,  will  be  sold  as  an  e-book  through  BarnesandN 
ble.com.  No  word  yet  on  rerun  rights,  but  no  doubt  De 
Koontz  has  something  in  mind. 


The  Power 

List 


Money  isn't 
everything.  Our 
celebrity  power 
ranking  also  factors  in  other  measures  of 
stardom,  including  Internet  popularity  qp, 
press  clippings  XS,  magazine  cover  stories  fi 
and  TV  and  radio  mentions 


$rank 


qj> 


POWER 
RANK 


$rank 


Tom  Cruise 

13  43.2  139,000  11.715  II  136  I 
Tiger  Woods 

7     53.0  363,000  47,149    5  235  2 


Beatles 

3     70.01,430,000  26,142  1 

166 

3 

Britney  Spears 

16     38.5  981,000  19,607  5 

18 

4 

Bruce  Willis 

3     70.0   125,000    8,841  2 

74 

5 

Michael  Jordan 

17     37.0   261,000  28,350    I   228  6 


Backstreet  Boys 

20     35.5  619.000  11,666  3 

80 

7 

'N  Sync 

14     42.0   391,000  12,506  5 

9 

8 

Oprah  Winfrey 

2    150.0   104,000  9,495  0 

108 

9 

f  Mel  Gibson 

A  24     31.8  262,000    9,591    4    84  10 


Mike  Tyson 

10     48.0   125,000  15,770   0    48  II 

George  Lucas 

146,000  4,002   0    27  12 


Stephen  King 

12     44.0   144,000   6,747    I    46  13 

Steven  Spielberg 
8     51.0   152,000  10,950    I     8  14 


POWER 
RANK 


Michael  Schumacher 

6     59.0    97,900  8,595   0    20  15 


f  wi  fM  Julia  Roberts 

51      18.9   136,000  10,422    7   100  16 


$rank 


Brad  Pitt 

43  23.8  228,000  6,814  2  25 
Tom  Clancy 

17     37.0    101,000  2,761   0  12 


i  Shaquille  O'Neal 

42     24.0  326,000  21.380    2    58  17 

4rV. 

1  Howard  Stern 

29    30.0    83,200  3,988   0  38 

Metallica 

32    28.0  731,000 

I 

5,077   0    87  18 

Nicolas  Cage 

1  31     28.4    127,000  4,823   0  20 

*- 

Eddie  Murphy 

15     39.5  71,700 

4,689   0    50  19 

|  Dixie  Chicks 

1  38    25.0    115,000   5,739    i  29 

'A 

J.K.  Rowling 

19     36.0  336,000 

3,109   0    26  20 

£ 

1  Jennifer  Lopez 

69     14.4  295,000   9,109    5  56 

Dr.  Ore 

25  31.5 

112,000 

7,157    1    32  21 

Dale  Earnhardt 

40     24.5  252,000  11,592   0  3 

Regis  Philbin 

21     35.0  23,700 

10,133   0    139  22 

r. 

Keanu  Reeves 

i  36     25.5  109,000  3,942   0  21 

David  Copperf  ield 

5     60.0    46,400   2,010   0     21  23 

— — *  > 

Grant  Hill 

35    26.0    44,300    11,187   0  II 

David  Letterman 

48    20.0   103,000  12,576   2  209  24 

n 

Lennox  Lewis 

44    23.0    76,200  9,807   0  22 

¥ 

Kobe  Bryant 

48    20.0  140,000 

15,554   2    33  25 

,  ■   ■  

1  John  Grisham 

32     28.0    53,400  3,959   0  19 

m 

Rosie  O'Donnell 

38     25.0     79,100    7,207   2     74  26 

Martin  Lawrence 

23     33.2    28,000  2,560   0  18 

1 

Tina  Turner 

1 26     31.0  88,400 

5,183   0    30  27 

Jay  Leno 

57      17.0     87100  9,482   0  136 

f.  1 

Rush  Limbaugh 

26     31.0    74,400  3,486   0    79  28 

j  Siegfried  &  Roy 

!  9     50.0     10,300     697   0  7 
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$rank 

Am 
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RANK 


$rank 


Andre  Agassi 

55      17.5    40,400  16,390   0    52  43 


POWER 
RANK  a 


$rank 


Helen  Hunt 

61      15.3    77,000   3,873    I    30  63 


POWER 
RANK 


Ben  Affleck 

52     18.3  106,000  5,653    I    30    44  V 


Jerry  Bruckheimer 

37     25.3     17,600    2,198   0     14  64 


Wolfgang  Puck 

65     15.0     11,800    1,315   0     4  83 

Gisele  Bundchen 

79      8.0    73,700     634    I      3  84 


Robin  Williams 

56      17.1   135,000  6,075   0    42  45 

Brian  Grazer/Ron  Howard 

II     45.0       354     554   0     8  46 

KISS 

40  24.5  40,300  28,386  0  I  47 
Arnold  Palmer 


Martina  Hingis 


George  and  Barbara  Bush 


72      11.0    76,400  13,785   0    29    65  JH  91      4.0      1,780    1,408    I    86  85 


Ridley  Scott 

34     26.2    68,000    3,014   0     9  49 


Oscar  De  l_e  Hoya 

44    23.0    73,400  4,403   0     21  50 


Jennifer  Aniston 

61      15.3    76,600  3,694   6     10  51 

Dave  Matthews  Band 

26     31.0    68,600    1,838   0      3  52 


Colin  Powell 

f  81      6.7    161,000  13,015   0  540  53 

Anna  Kournikova 


Kevin  Garnett 

!  46     21.0    38,200    9,149    I      6  55 


Paul  Harvey 

30    29.0    26,900    1,065   0     10  56 


Venus  Williams 

73     10.0   123,000  10,363   0    52  57 


Mike  Piazza 

65     15.0    29,900  14,789    I    34  58 

George  Foreman 

47     20.1     34,100  2,803   0    29  59 

Peyton  Manning 

65     15.0    174,000   7,955   0     13  60 

Dean  Koontz 

21     35.0    22,900     622   0     0  61 

Sandra  Bullock 

71      11.4   124,000   3,532   2    42  62 


Scottie  Pippen 

53     18.0    38,700    7,453   0     13  66 

r    -  y 

m  H 
'% 

Darva  Conger 

j  100     0.5     9,240  2,936    1    57  86 

Karl  Malone 

59     16.0    68,800  8,968   0     8  67 

Christy  Turlington 

78      8.5    26,400      747    0      7  87 

Greg  Norman 

65     15.0    79,500  9,628   0     9  68 

m 

Maya  Angelou 

93      2.8    53,000    1,869   0     18  88 

ftf  ...  .  Lisa  Kudrow 

||        ^  61      15.3    40,300   2,738    2     18    69  | 

|  Cyna 

98      1.0    127,000     835   0      6  89 

Vp^J  Alonzo  Mourning 

*jS|n  57      17.0    27600  10.809   0      3  70 

Mark  Hansen/ Jack  Canf ield 

OE|     73     10.0      12.100     260    0       1  90 

fS  ml 

Serena  Williams 

80      7.5    40,800   9,246   0    44  71 

W  .      •  \ 
|  j 

Michael  Lewis 

95      1.7    33,500    3,130   0      7  91 

[  1 

Lindsay  Davenport 

83      6.0    40,400  12,588   0    33  72 

1 

Dr.  Robert  Atkins 

83      6.0     12,900    1,034   0      1  92 

i  i 

Barbara  Walters 

73     10.0    28,200   3,587    1    40  73 

Emeril  Lagasse 

'  87      5.0     16,700    1,485   0      1  93 

r 

Y  i 

Courteney  Cox 

61      15.3    26,600    1,715    3     6    74  MH 

Alain  Ducasse 

87      5.0      3,710     578   0     9  94 

John  Madden 

70     13.5    47000    5,171   0     6    75  j 

The  "Whassup"  guys 

i  95      1.7    23,400     980   0     9  95 

Juwan  Howard 

'  59     16.0     17,200    2,917   0      1  76 

David  Blaine 

87      5.0     11,800     597   0      1  96 

ill 

Richard  Hatch 

97      1.2     13,200   2,726   6    40    77  j 

■ 

Baha  Men 

98      1.0    32,400    1,203   0      5  97 

Claudia  Schiffer 

*  77      9.0    93,400   2,346   0     9  78 

tw 

Todd  English 

j  85      5.5      1,920      27!   0     0  98 

lb 

,  Tyra  Banks 

85      5.5  506,000    1,457   0     9  79 

L  1 

Richard  Carlson 

87      5.0     10,500     482   0     0  99 

Cindy  Crawford 

|  82      6.3    97400    2,491    0     16  80 

Nobuyuki  Matsuhisa 

I  94      2.4        119    1,305   0     0  100 

P  Earnings  estimates  are  in  millions  for  calendar  year  2000  Pub- 

48      20.0  165  5     0       0      81    lished  sources  include  Billboard,  Duncan's  American  Radio,  Poll- 

star,  Radio  &  Records  and  Variety.  Web  mentions  generated  by 
Google.  Press  clips  generated  by  Lexis-Nexis.  Magazine  covers 
Bill  Cosbv  based  on  the  number  of  times  a  celebrity's  face  appeared  on  the 

covers  of  14  major  consumer  magazines.  TV/radio  mentions  com- 
92       3.0     49,800    3,806    0     40     82  piled  via  Dow  Jones  Interactive's  media  transcripts. 
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Just  because  you're  good  at  one  thing 
doesn't  mean  you're  good  at  everything 


Shaquille  O'Neal  was  virtually  a  unanimous  selection  for 
Most  Valuable  Player  in  the  NBA.  But  the  skills  that  make 


him  dominant  in  his  line  of  work  don't  ensure  success  in  other  endeavors. 

The  same  applies  to  you.  Whether  you're  the  CEO  or  COO,  chances 
are  your  expertise  does  not  include  managing  a  complex  Web  operation. 
And  if  you're  head  of  IT,  you've  been  through  enough  to  know  you  could 
use  a  little  support. 

This  is  where  we  come  in.  We're  Digex,  and  managed  Web  hosting  is 
what  we  do.  In  fact,  Gartner  Group  just  listed  us  as  a  leader  in  the  industry* 

We  have  proven,  engineered  solutions  for  your  core  infrastructure;  we 
have  set  the  benchmark  with  standard  10-day  installs.  Upgrades  are  not  an 
experiment  but  a  sure  thing.  We  also  specialize  in  complex  solutions  to 
address  your  particular  business  and  application  needs. 

Our  procedures  for  security,  change  management,  and  disaster  recov- 
ery have  been  validated  through  an  Ernst  &  Young  review  which  cleared  the 
way  for  us  to  achieve  SAS70  Type  II  recognition.** 

We  function  as  a  true  partner  and  so  offer  an  interactive  customer  por- 
tal that  lets  you  monitor  your  operations  at  any  time.  Our  certified  experts 
allow  you  to  benefit  from  the  latest  technology,  and  our  partnership  with 
WorldCom  provides  you  with  a  high-speed  global  network. 

We  could  go  on  for  much  longer  but  won't  in  this  format.  Please  visit 
us  at  digex.com/proven  or  call  1-800-455-2968  ext.  920,  and  we'll  send  a 
knowledgeable  real  human  being  to  discuss  every  last  detail  with  you. 


Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


©  2001  Digex,  Inc  AH  trademarks,  tradenames  and  service  marks  mentioned  and/or  used  belong  to  their  respective  owners  'Gartner,  North  American 
Web-Hosting  Market,  Magic  Quadrant  January  2001  "Procedures  reviewed  by  E&Y  relate  to  control  objectives  specified  in  the  SAS70  report 


At  Fannie  Mae,  we're  turning  the  roadblocks 

to  homeOWnership  into  picket  fences 


You  can  see  Fannie  Mae  at  work  all  across  the  country.  A  family  in  the 
Midwest  lives  their  dream  of  owning  a  home.  A  neighborhood  on  the 
East  Coast  is  revitalized  after  decades  of  decline.  A  family  with 
past  credit  problems  is  finally  able  to  afford  a  home  of  their  own. 
Our  lender  partners  are  able  to  utilize  our  technology  to  save 
time  and  money.  And  there  are  countless  other  examples. 


^  FannieMae 


www.fanniemae.com 


Because  every  day,  we  work  with  our  mortgage  lender 

partners  and  other  housing  leaders  to  fulfill  a  goal.  To  knock 

down  the  barriers  to  homeownership.  To  lower  costs  and 

increase  opportunities  for  low-  and  moderate-income  families.  To 

make  affordable  rental  housing  available  to  all  Americans.  How  do  we  do 

this?  As  the  nation's  largest  source  of  mortgage  funds,  we  put  our  financial 

strength  and  innovation  to  work  to  make  sure  that  low-cost  mortgage  funds  are  readily 

available  so  that  our  lender  partners  can  help  more  working  families  live  the  American  Dream  of  homeownership. 


clieve  that  when  more  Americans  have  safe  places  to  call  home,  it  strengthens  families,  communities,  and 
our  ;      >n   s  a  whole. 


Lower       :      ,ver  costs.  Increasing  homeownership  opportunities.  Fannie  Mae  at  work. 


Heel  Men 


BY  PETER  KAFKA 


here's  more  than  one  way  to  get  to  the  top  of  the  Hollywood  heap.  Some 
tars  shave  upfront  pay  and  get  a  bigger  cut  of  their  movie's  revenues, 
thers  don't  command  big  bucks  but  make  it  through  sheer  productivity. 


Bruce  Willis 

Unbreakable  didn't  do 
the  same  kind  of 
business  as  The  Sixth 
Sense — the  movie  that 
inspired  it — but  no 
matter:  Willis  is  still 
making  money  from  the 
first  film. 


$70 


MILLION 


Martin  Lawrence 

The  comedian  and  former 
sitcom  star  didn't  make  much 
of  an  impact  on  the  big 
screen  until  last  year's  Big 
Momma's  House.  This  year 
he'll  break  into  the  $20-million- 
a-movie  club  with  National 
Security. 


1 


$33.2 


MILLION 


Nicolas  Cage 

He'll  star  in  two  World  War  ll-themed 
films  this  year.  But  the  one  directed 
by  action  guru  John  Woo  should 
feature  more  explosions  and  a  bigger 
box  office. 


$28.4 


MILLION 


Mel  Gibson 
He  made  news 
by  denigrating  a 
low-budget  indie  fiim 

he  helped  produce 
but  had  no  com- 
plaints about  the 
money  he  made  for 
The  Patriot  and 
What  Women  Want. 


$31.8 


MILLION 


Tom  Cruise 

He  cut  his  fee  for  a  bigger 

share  of  back-end  profits 

from  Mission: 
Impossible  2.  But  how 
much  of  that  will  he 
keep  after  his  divorce 
from  Nicole  Kidman  is 
finalized? 


$43.2 


MILLION 


Eddie  Murphy 

Last  year  he  earned  a 
big  payday  from  the 
sequel  to  The  Nutty 
Professor.  This 
year  the  dollars 
come  courtesy  of 
his  second  Dr. 
Doolittle  flick. 

$39.5  MILLION 
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Brad  Pitt 

He  took  almost  nothing  to 

make  Snatch  and  halved 
his  fee  to  star  with  Julia 
Roberts  in  The  Mexican. 
Fortunately  his 'new 
bride,  Jennifer  Aniston, 
makes  decent  money 
herself. 


Keanu  Reeves 
Few  moviegoers  paid  to  see 
the  part-time  musician  take 
on  recent  roles  as  a  scab 
football  player,  an  abusive 
husband  and  a  lovestruck 
yuppie.  Good  thing  he 
plans  to  make  two  Matrix 
sequels  this  spring. 


$25.5 


MILLION 


Flick  Chicks 


BY  PETER  KAFKA 


On  the  silver  screen,  actresses  still  don't  command  the 
same  kind  of  dollars  their  male  counterparts  get.  The 
small  screen  is  a  different  story— just  ask  the  Friends. 


Courteney  Cox 
Lisa  Kudrow 
Jennifer  Aniston 

These  are  the  kind  of 
Friends  you  want  to  keep: 
The  sitcom  costars  (along 
with  their  male 
counterparts)  negotiated 
their  salaries  in  tandem 
last  year  and  wound  up 
making  $750,000  per 
episode. 


MILLION  EACH 


Robin  Williams 

After  Bicentennial 
Man,  you'd  keep  a  1 
profile,  too.  But  eve 
his  next  two  movies 
don't  work,  maybe  h 
could  take  on  a 
Patch  Adams  sequel 


$17.1 


MILLION 


Ben  Affleck 

His  salary  was  a 
rounding  error  in 
Disney's  Pearl  Harbor 
But  if  the  movie 
justifies  its  blockbuste 
budget  this  spring,  his 
bank  account  will  look 
like  Mel  Gibson's. 


$18.3 


MILLION 


Julia  Roberts 

Still  the  only  woman  who 

gets  $20  million  a  film,  but 

she  took  less  for 
The  Mexican  and  wiJJ 
likely  do  the  same  for  her 
movies  with  Revolution 
Studios  boss  Joe  Roth. 


$18.9 


MILLION 


Screen  Savers 


BY  PETER  KAFKA 


They  don't  make  their  big  money  as  writers  or  actors,  but  if 
there's  a  Hollywood  strike  this  spring,  these  guys  will  still  have  to 
stop  working.  Odds  are  they've  saved  some  cash  for  a  rainy  day. 


►  Survival  Instinct 

Mark  Burnett  is  the  creator  behind  Survivor  and, 
by  extension,  the  current  boom  in  "reality"  TV 
shows.  That  alone  earns  him  a  place  in  television 
history.  But  what's  more  interesting  about  the 
former  British  paratrooper  is  the  way  he  gets  paid 
for  his  work:  Rather  than  simply  selling  the  shows 
to  programmers  for  a  fee,  he  helps  promote  them 
to  advertisers  in 
advance,  then  gets  a  cut 
of  the  sales  himself.  The 
strategy  originated  out  of 
necessity  when  he 
created  his  Eco- 
Challenge  series  in  1995; 
he  needed  to  persuade 
the  Discovery  Channel 
that  his  adventure/race 
show  was  financially 
feasible.  Now  this  lucrative  strategy— Burnett 
earned  around  $15  million  last  year— has  become 
his  preferred  way  of  doing  business.  He  got  a  cut 
of  CBS!  original  Survivor  installment  and  will  do 
the  samp  with  i  mo  more  shows  on  USA  Networks 
and  one  on  NBC,  which  will  feature  contestants 
vying  for  a  trip  an  a  Bussian  rocket.  One  snag  in 
the  plan:  Networks  aren't  always  willing  to  part 
with  their  sales  dollars.  C3S  declared  that  it  won't 
share  revenues  frot.'i  \  ;u; ;  Survivor  installments. 

—P.K. 


Ron  Howard  &  Brian  Grazer 

Critics  hated  their  Grinch  flick, 
but  the  Imagine  Entertainment 
heads  had  a  merry  Christmas 
anyway:  The  Seuss  movie  made 
more  than  any  other  in  the  U.S.  last 


year. 

$45 


MILLION 


George  Lucas 

Even  though  his  fans 
begged  him,  he  refused 
to  release  The  Phantom 
Menace  on  DVD.  But 
cassette  sales  and  rentals 
alone  made  the  movie  the 
fourth-biggest  video  of 
2000. 

$250  MILLION 


Steven  Spielberg 

Now  that  his  DreamWorks  studio  is  finally  on  a 
roll,  he's  turning  his  attention  to  his  own  films — a 
third  Jurassic  Park  flick,  the  Stanley  Kubrick- 
inspired  A.I.  and  Minority  Report  with  Tom  Cruise. 
It's  a  safe  bet  he'll  make  this  list  next  year. 

2>*3l  MILLION 


Ridley  Scott 

With  help  from 
Russell  Crowe,  th 
director  revived  th 
chariots-and-sanda 
genre  with  Gladia 
And  even  without 
the  help  of  Jodie 
Foster,  his  HannH 
is  chewing  up  the 
box  office. 


$26.2 


MILLIffl 


Jerry  Bruckheimer 
Made  his  mark  with  big-bud 
blockbusters,  but  he  strayed 
bit  from  his  formula  last  yea 

with  Remember  the  Titans 
and  Coyote  Ugly.  Don't 
worry,  he'll  be  back  to  fori 
this  year  with  his  Pearl 
Harbor  and  Black  Hawk 
Down  extravaganzas. 


$25.3 


MILLION 
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Jock  Rich 


BY  KURT  BADENHAUSEN 


Where's  A-Rod?  As  Brooklyn  Dodgers  fans  used  to  say, 
"wait  'til  next  year."  For  now,  hoop  stars  rule. 


Michael  Schumacher 

Formula  One  racing 
returned  to  the  U.S.  last  year 
after  a  nine-year  absence, 
but  it  was  his  victory  in  the 
World  Championship— his  first 
as  a  driver  for  Ferrari— that 
sparked  wild  celebrations 
in  Italy. 


$59 


MILLION 


Mike  Tyso 

Three  fights  kept  Iron  Mike  busy  last  year,  but  his  bigge 
payday  came  outside  the  ring  in  April:  The  embattled  boxi 
received  $20  million  to  settle  a  conflict  of  interest  lawsuit  again 
the  law  firm  that  represented  him  and  promoter  Don  Kin; 


$48 


MILLIO 


r 


Tiger  Woods 
Tiger's  three  major  golf  championships  last  year  earned  him  $9 
million  on  the  PGA  tour — peanuts  compared  to  his  new  deal 
with  Nike:  The  five-year  contract  is  partially  tied  to  Nike's 
golf  division  revenues  and  could  earn  him  more  than  $100 
million.  Look  for  Nike  to  debut  its  first  set  of  golf  clubs 
during  the  next  12  months. 


$53 


MILLION 


Dale  Earnhardt 

The  world  of  motor  sports  is 
still  in  shock  over  Earnhardt 
death  during  the  final  lap  of 
the  Daytona  500  in  February 
Nascar's  leading  money  winner 
departs  with  more  than  $41 
million  in  career  winnings. 


Grant  Hill 

Hill  and  his  ample  endorsement  portfolio 
fled  Detroit  for  Orlando  and  a  new  $93 
million  contract  last  summer.  Alas,  ankle 
surgery  knocked  him  out  for  the  season 
after  he  appeared  in  only  four  games. 


$26 


MILLION 


Michael  Jordan 

Rumors  circulating  last 

year  that  Jordan  was 

getting  out  of  the 

endorsement  business 

turned  out  to  be  false. 

He  plans  to  honor  his 

current  contracts  and 

will  continui 

involved  in  b  ises 

where  he  has  a 

stake.  The  IMAX 

Michael  Jordan  to 

Max  has  grossed  I 

million  so  far  in  th 

U.S. 

yd  /  MILLION 
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Shaquille  O'Neal 

The  NBA's  MVP  of  record 
led  his  team  to  the  league 
title  last  year  and  then 
signed  a  three-year,  $88 
million  contract  extension. 
But  Shaq's  ties  to  outfits 
like  SportsLine.com  and 
Dunk.net  haven't  yielded 
the  bonanza  he  had 
hoped  for. 


Lennox  Lewis 

Boxing's  heavyweight 
champion  supplemented 
income  with  endorsemen 
deals  with  Fubu  and  EA 
Sports.  But  at  age  35,  time  i 
running  out  on  a  potential 
blockbuster  fight  with  Tysoi 


$24 


MILLION 
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Oscar  De  La  Hoya 

Recently  boxing's  Golden  Boy  has 
done  most  of  his  fighting  in  the 
courtroom  in  a  dispute  he  won 
against  former  promoter  Bob 
Arum.  His  eponymous  debut  CD  has 
sold  more  than  250,000  copies  and 
earned  a  Grammy  nomination  for 
Best  Latin  Pop  Album. 

d£<J  MILLION 


Kevin  Garnett 

Last  year  the  perennial  All-Star  left 
Nike's  large  stable  of  athletes  to 
become  top  dog  at  fledgling  athletic- 
wear  maker  Andl.  He  can  handle  the 
risk.  Garnett's  $126  million  contract 
over  six  years  will  remain  the  NBA's 
largest  for  the  next  several  years. 

SZI  MILLION 


Kobe  Bryant 

Adidas  retained  Audi  car  designers  to  engineer 
Bryant's  new  basketball  shoe  "The  Kobe."  With 
other  sponsors  like  Sprite,  Upper  Deck, 
McDonald's,  Spalding  and  Nintendo  already 
signed  on,  Bryant  is  one  of  the  NBA's  top 
endorsers. 


Scoff  ie  Pippen 

Underpaid  for  years  as  Michael  Jordan's  understudy  in 
Chicago,  Pippen  finally  found  fortune  in  Portland:  $67 
million  over  five  years.  Team  owner  Paul  Allen  now  signs 
his  checks,  but  Pippen  remains  sidelined  after  elbow 
surgery. 


Q  MILLION 


Alonzo  Mourning 

Mourning  was  chosen  by  fans  to 
start  this  year's  NBA  All-Star  game 
despite  sitting  out  the  entire  season 
with  a  severe  kidney  ailment.  In 
addition  to  a  $105  million  contract 
with  the  Miami  Heat,  Zo  endorses 
Nike,  American  Express,  AT&T  and 


Sprite. 


MILLION 


A  12-year  deal  with  Callaway  could  earn 
the  71-year-old  Palmer  close  to  $10 
million,  but  the  beloved  golf  icon  found 
himself  under  attack  last  year  after 
endorsing  a  Callaway  driver  that 
doesn't  conform  to  USGA  regulations. 
Despite  not  winning  a  PGA  Tour  event 
in  28  years,  Palmer  remains  one  of  the 
sports'  highest-paid  golfers  thanks  to 
his  70-odd  endorsement  deals. 


mm 


$18 


MILLION 


: 


Jtiwan  Howard 

Howard  signed  a  $105  million 
contract  with  the  Washington 
Wizards  in  1996,  after  the  NBA 
killed  a  tentative  deal  with  the 
Miami  Heat.  In  his  first  big 
move,  Wizards'  president, 
Michael  Jordan,  sent  Howard 
south  last  month  in  a  trade  to 
the  Dallas  Mavericks. 


Andre  Agassi 

Injuries  and  family  illnesses 
hampered  Agassi's  piay  in 
2000,  but  he  opened  this  year 
by  winning  his  third  Australian 
Open  title.  The  world's  top- 
ranked  player  added  Schick 
and  TwinLab  to  a  lucrative 
endorsement  portfolio  that 
includes  a  ten-year  deal  with 
Nike  that  is  worth  more  than 
$100  million. 


$17.5 


MILLION 
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)n,  environmental  responsibility  is  more 
hilosophy.  It's  part  of  our  corporate 
ind  product  development  process.  And 
motive  systems  reflect  that  commitment, 
tic  PZEV  Fuel  Tank  System  for  instance, 
;et  Zero  Emission  Vehicle  standards  by 
lg  many  of  the  external  fuel  components 
tank  itself.  Additionally,  our  lead-free 
aste  technology  eliminates  lead  in  its 
on  on  electronic  circuitry  modules. 


Our  commitment  to  the  environment  hasn't  gone 
unnoticed.  The  Environmental  Protection  Agency 
(EPA)  honored  Visteon  with  its  prestigious  Climate 
Protection  Award  for  Superintegration'  technology. 
Visteon  is  also  the  first  global  automotive  supplier 
to  achieve  IS0 14001  certification  and  has  received 
The  Clean  Corporate  Citizen  (C3)  award  in 
recognition  of  its  strong  environmental  ethic.  If 
you're  searching  for  environmentally  responsible 
systems  solutions  and  technologies,  think  Visteon. 


Visteon  received  the 
Climate  Protection 
Award  from  the  EPA. 
Visteon  is  one  of  only 
eight  corporations 
worldwide  to  receive  this  award 


Visteon 

See  the  possibilities 


www.visteon.com  1 .800. VISTEON  NYSE:  VC 


on 


Karl  Malone 

The  NBA's  number  two 
alltime  scorer  received  his 
$15.75  million  salary  in  one 
lump  sum  before  the  season 
started.  The  Mailman  also 
secured  endorsement  deals 
with  Field  &  Stream  and 
AmazingOutdoors.com. 


Peyton  Manning 

The  NFL's  top  endorser  has 
national  deals  with  Upper 
Deck,  Adidas,  Gatorade, 
Microsoft,  Nabisco  and  DirecTV. 
His  rookie  contract  called  for  an 
-  $8.4  million  bonus  to  be  paid 
after  the  2000  season  if  certain 
goals  were  met.  They  were. 


$15 


MILLION 


Queens  of  the  Court 

BY  KURT  BADENHAUSEN 

The  world's  highest-paid  female  athletes  make  their  living 
on  the  hard  courts.  But  the  real  money's  made  through 
endorsements. 


Mike  Piazza 

No  dumb  jock,  Piazza  won 
$  1 5,000  on  Celebrity  Jeopardy 
in  January.  And  with  a 
potential  labor  dispute 
threatening  to  cancel  part  of 
the  2002  season,  he  smartly 
agreed  to  take  a  lower  base 
salary  next  year,  with  a  $3.5 
million  bonus  to  be  paid  at  the 
end  of  the  2002  season. 


MILLION 


Greg  Norman 

He  doesn't  show  up  on  the  leader  board 
often,  but  Norman  stays  busy  with  gra 
and  grass:  His  winery  will  ship  more  thar 
200,000  cases  this  year  and  his  turf  far 
supplied  the  sod  for  Super  Bowl  XXXV 


$15 


MILLION 


Lindsay  Davenport 

Last  year  she  became  the  seventh  womam 
player  to  surpass  $10  million  in  prize 
money.  Davenport's  sponsors  include 
Wilson,  Nabisco,  Rolex,  American  Expres 
and  Sega.  But  her  biggest  deal  is  with  Nike, 
which  pays  her  $2  million  a  year. 


MILLION 


Venus  Williams 

Last  year  she  won  five  tournaments,  including 
Wimbledon  and  the  U.S.  Open.  She  also  won 
Olympic  gold  in  singles  play  and  teamed  with 
sister  Serena  to  win  the  doubles  gold  medal. 
Her  contract  with  Reebok  expired  in  April,  but 
her  value  has  soared  ever  since.  A  new  five-year 
deal  is  worth  $40  million. 


$10 


MILLION 


Martina  Hingis 

The  world's  top-ranked 
player  has  deals  with 
Adidas  and  Omega.  But 
tennis  lovers  know  her 
more  for  her  petulant 
postgame  outbursts. 
The  most  consistent 
player  in  the 
women's  game,  Hingis  1 
became  the  first  player 
to  earn  more  than  $3 
million  in  prize  money 
three  years  in  a  row. 


Serena  Williams 

The  Williams  sisters  have  many  of  the  same  endorsement  deals:  Wilson,  Nortel 
Networks,  Avon,  Wrigley  and  Sega.  They  also  both  appeared  on  a  recent  episode 
of  The  Simpsons.  Serena's  biggest  check  comes  from  Puma  at  $3  million  a  year. 


Anna  Kournikova 

So  what  if  she  has  more  cover  stories  than 
championship  trophies?  Her  popularity  makes 
her  the  game's  top  endorser.  Anna-mania 
stretches  well  beyond  the  hard  courts:  Her  image 
remains  one  of  the  most  popular  on  the 
Internet — and  recently  inspired  a  Kournikova- 
dubbed  computer  virus.  The  teen  had  a  small 
scene  in  the  Jim  Carrey  movie  "Me,  Myself  &  Irene." 
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Money  Minstrels 

BY  PETER  KAFKA 

Teen  acts  like  Britney  Spears  get  all  the  buzz,  but 
there's  still  hope  for  pop  stars  long  in  the  tooth.  From 
farewell  tours  to  multiplatinum  records,  it's  all  about 
dressing  up  the  old  songs  with  new  packaging. 


'N  Sync 

Until  last  year  they  were 
known  as  the  world's  second- 
most-popular  band  created 
in  Orlando.  Now  they're 
known  as  the  boys  who  sold 
a  record-setting  2.4  million 
copies  of  their  new  album  in 
a  week.  And  after  their 
appearance  on  the  Super  Bowl 
half-time  show,  they're  even 
known  among  the 
postpubescent  set. 


$42 


MILLION 


Beatles 

They  disbanded  3 1  years  ago, 
and  John  Lennon  has  been  dead 
for  two  decades.  But  the 
original  boy  band  is  still 
breaking  sales  records:  Their  "I" 
compilation  of  hits  sold  20  million 
units  in  its  first  nine  weeks. 


$70 


MILLION 


Backstreet  Boys 

May  have  lost  this  year's  boy  band  title  to  label- 
mates  N  Sync,  but  they  stii!  had  enough  clout  to 
sell  4.6  million  ccpiss  of  their  new  album. 


Britney  Spears 

Everyone's  favorite  teenager  got  more  popular  after  ditching 
her  schoolgirl  duds  for  a  barely  there  ensemble.  Along  the  way 
she  grossed  $40.5  million  touring  and  sold  8.1  million  copies  of 


her  second  album. 


MILLION 


$38.5 


MILLIOI 
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Dixie  Chicks 

Country  music's  new  hit 
trio  is  blond  and  bouncy, 
and  now  they're  rich,  thanks 
to  the  ambitious  84-city  tow 
they  ground  out  last  year. 


Tina  Turner 

At  61  years  old 
she's  still  cool 
enough  to  land 
a  hip  ad 
campaign  with 
the  Target 
chain.  And 
popular  enough 
to  gross  more 
than  $100  million 
on  a  worldwide 
tour— this  year's 


$31 


record. 

MILLION 


Dave  Matthews  Band 

The  low-key,  low-profile 
jam  band  still  has  one  of 
the  most  loyal — and 
deep-pocketed — fan 
bases:  Last  year  it  shelled 
out  $68  million  to  see  the 
band  play  live. 


$31 


MILLION 


kis; 

The  1970s  novelty  act  has  transformed 
into  a  nostalgia  act,  with  enougl 
members  of  the  "KISS  Army"  to  suppor 
an  endless— and  lucrative— "farewell"  toui 


Metallica 

Last  year  the  long-lived  heavy  metal  band  earned  the 
enmity  of  free-music  lovers  by  attacking  Napster.  But 
they  earned  their  money  from  a  $42  million  tour. 


$28 


MILLION 
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Hosts  with  the  Most 


BY  DOUG  DONOVAN  AND  PETER  KAFKA 

TV  talkers  get  more  exposure,  but  what  radio  lacks  in  glamour,  it  makes  up  for  in  dollars. 
With  rich  profit  sharing  deals  and  hours  more  air  time  to  sell,  deejays  do  just  fine. 


►  Cable's  New  King- 
Sort  Of 

Bill  O'Reilly  may 
be  beating  Larry 
King  in  ratings 
and  buzz,  but  the 
Fox  News  anchor 
still  falls  short  of 
his  CNN  rival 
when  it  comes  to 
paychecks. 
O'Reilly's  con- 
frontational talk 
show  has  made 
him  the  star  of 
Fox's  upstart  news  channel— "!n  a  world  of 
wimps  and  wussies,  he  is  a  stand-up  guy 
who  doesn't  have  a  please-love-me  quality," 
says  Fox  News  Chairman  Roger  Ailes— but  at 
a  little  more  than  $1  million  a  year,  he  gets 
paid  like  a  sidekick.  King,  by  contrast,  falls 
somewhere  in  the  $7  million-plus  range. 
When  will  Fox  pay  up?  "The  rule  of  TV  is  that 
as  long  as  you  get  numbers,  you  get  num- 
"  says  Ailes.  Translation:  Keep  it  up  and 
st  a  raise.  Until  then,  O'Reilly  may 
rirop  by  on  royalties  from  his  book 
Factor,  which  has  sold  more 
in  seven  months. 

-D.D. 


Oprah  Winfrey 
Her  new  magazine 
generated  plenty  of 
publicity,  but  her 

November 
decision  to  keep 
hosting  her  talk 
show  through 
2004  will  generate 
cash. 


$150 


MILLION 


Regis  Philbin 

A  life-long  second  banana  now 
getting  first-banana  bucks, 
thanks  to  Who  Wants  to  Be  a 
Millionaire  and  his  daytime 
show,  which  is  thriving  in  spite 
of  (because  of?)  cohost  Kathie 
Lee  Gifford's  departure. 

Millionaire-inspired 
spinoffs  include  a  clothing 
line  and  a  really  creepy 
electronic  party  game. 


Rush  Limbaugh 

The  hot  air  coming  from  the  commentator 
with  the  number  one  show  isn't  just  talk.  Il 
jet-engine  exhaust:  His  latest  contract  with  I 
miere  Radio  Networks  earned  him  exclusive  ac 
cess  to  a  corporate  jet. 

MILLION 

Howard  Stern 

Even  more  shocking  the 
the  radio  jock's  annual 
take,  which  includes  rev 
enue  sharing  and  bonus 
for  ratings  increases,  is  t 
fact  that  he'll  likely  make 
more  next  year,  thanks  to  a : 
five-year  deal. 


$30 


MILLION 


thai 
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Paul  Harvey 

He's  folksy  and  doesn't  mal 
waves.  But  at  82,  the  Chicag 
based  host  is  still  radio's  mc 
familiar  voice.  His  reports  d 
2 1  million  people  a  week  on 
stations  nationally.  His  recer 
ten-year  contract  with  ABC  R. 
was  widely  reported  to  be  wor 
$100  million.  If  s  worth  far  mo 


$29 


MILLION 


Rosie  O'Donnell 

Following  in  daytirr 
colleague  Oprah 
Winfrey's  footsteps. 
O'Donnell  will  launch 
her  own  magazine  thi 
spring.  Unlike  Opral 
she  did  a  brief  stint  \ 
Broadway's  Sewssicfil 


$25 


INGLE  E-MARKETPLACE  IS  GOOD  FOR  BUSINESS,  SEVERAL  HUNDRED  ARE  EVEN  BETTER 


platform  together  into  one.  This  was  our  vision  from 


-marketplaces  from  e 

ig.  After  all,  if  e-marketplaces  exist  to  let  buyers  and  sellers  collaborate  and  conduct  high-vol 
ctions,  why  not  let  e-marke,tplaces  collaborate  too?  And  crank  the  volume  to  the  max.  To  fi 
ore  about  the  Global  Trading  Web,  visit  commerceone.com/emarketplace4  or  call  877-261-8516 


COMMERCE 


Hosts  continued 


David  Letterman 

Heart  bypass  surgery  put  the 
acerbic  funny  man  out  of 
commission  for  five  weeks, 
but  pumped  new  life  into  the 
show.  Ratings  for  "Late  Show" 
last  fall  were  up  nearly  10 
percent  over  last  year. 


$20 


MILLION 


Jay  Leno 

Leno's  Big  Dog  Productions  is 
said  to  be  creating  a  sitcom  with 
a  frequent  "Tonight  Show"  guest. 

Should  heat  up  rivalry  with 
Letterman,  whose  production 
company  owns  part  of  Every- 
body Loves  Raymond. 


$17 


MILLION 


John  Madden 

When  the  oversize 
announcer  isn't  calling 
pro  football  for  Fox, 
he  shills  for  Outback 
Steakhouse,  Ace 
Hardware  and  Schering- 
Plough. 


$13.5 


MILLION 


Barbara  Walters 

The  hostess  of  20/20  anc 
The  View  is  banking  on 
vision  to  get  Iyanla  Van^ 
motivational  author  anc 
frequent  Oprah  guest,  a 
show  of  her  own.  Barbar 
executive  produce. 


$10 


MILLION 


Deans  of  the  Dais 


BY  MATTHEW  SWIBEL 


Like  most  markets,  the  lecture  circuit  puts  a  premium  on  scarcity:  Reluctant 
speakers  like  Michael  Jordan,  Michael  J.  Fox  and  Bill  Gates  regularly  turn  down 
offers  of  $125,000  or  more.  Run-of-the-mill  ex-Presidents  go  for  less. 

Maya  Angelou 

She  knows  why  the  caged  bird  speaks — 
the  pay  is  great.  With  70  bookings  last 
year,  the  Oprah  Book  Club  favorite  isn't 
fading  at  age  72.  Just  think  of  how  much 
more  she  could  make  if  she'd  hop  on  a 
plane:  Angelou  prefers  to  travel  aboard  a 
luxurious  coach  bus  that  features  a  king- 
size  bed  and  a  36- inch 
TV  equipped  with  a 
DVD  player.  Still, 
how  many  movies 
can  you  tolerate 
on  a  44-hour  road 
trip  from  Miami  to 
Seattle? 


George  and 
Barbara  Bush 

First  Parents  scaled 
back  to  hype  Dubya's 
campaign,  but  still 
spoke  to  universities 
and  companies. 


Bill  Cosby 
His  last  sitcom  fizzled, 

but  he's  still  raking  in 
$150,000  for  a 
performance  that 
blurs  the  line  between 
comedy  and  lecture. 


Michael  Lewis 

Chronicled  Wall 
Street  in  the  '80s  and 
Silicon  Valley  in  the 
'90s.  got  richer  popping 
off  for  customers  like 
Dell. 


$1.7 


Colin  Powell 

The  Secretary  of  State 
must  forgo  speaking 
fees  while  in  office.  But 
once  out,  his  $80,000-a- 
speech  price  tag  will 
likely  go  up. 


MILLION 


$6.7 


MILLION 


►  Erin,  Go  Braj 

It  pays  to  be  Erin  Brockovich.  Ji 
Roberts  earned  $20  million  and 
Oscar  nomination  playing  the 
single-mother-cum-consumer 
activist.  The  real  Erin  Brockovicl 
does  fine,  too.  Now  that  Roberts 
movie  has  made  Brockovich  a 
household  name,  she  command: 
to  $25,000  an  appearance  on  tf 
lecture  circuit.  Business  is 
booming:  Speaking  fees  could  e; 
her  up  to  $1  million  this  year.  "I 
can't  get  to  all  the  judges  group; 
out  there,"  she  says,  only  half- 
joking.  Others  paying  for  her  tim 
women's  forums,  trial  lawyers  ar 
corporations  like  Toyota  and  Mil 
Brewing,  who  ask  her  to  speak  o 
such  themes  as  "The  Power  of 
One."  (Don't  ask.)  On  deck:  a  ba 
release  and  two  TV  projects,  but 
she  acknowledges  the  clock  is 
ticking.  "Fame  is  fleeting,"  she 
says.  We  think  it  lasts  a  little  Ion 
when  you're  sharing  the  spotligh 
with  Julia  Roberts.  —  to 


Have  you  ever  had  a  big  idea  that  you  couldn't  set  in  motion? 


K  ! 


What's  that  like? 


-YEAR  FUTURE 

PROJECT:  PETROZUATA 

DEVELOPMENT  OF  WORLD'S  LARGEST  HEAVY  OIL  RESERVE 

BIL  OPERATION 

At  Conoco,  we  not  only  come  up  with  the  big  ideas,  we  also  make  them  work.  In  the  world's 

BARRELS  A  DAY 

largest  discovered  heavy  oil  reserve,  we  were  able  to  convert  heavy  crude  into  valuable 
products  by  combining  technology  in  a  way  no  one  else  had.  In  doing  so  we  became  the  first  oil 

>  BIL.  BARRELS 

company  invited  back  into  Venezuela  as  the  right  partner  to  build  the  Petrozuata  project. 

With  more  innovations  on  the  way,  Conoco's  future  is  as  bright  as  the  ideas  that  fuel  us. 

To  find  out  more,  log  on  to  www.conoco.com 

©  Conoco  Inc.,  2001.  All  rights  reserved. 

State  Street  Global  Advisors,  the 
investment  management  group  of  state 
Street  Corporation,  is  pleased  to  welcome 
Bel  Air  Investment  Advisors  LLC  to  the 
State  Street  organization. 

Together,  Bel  Air  and  State  Street 
Global  Advisors  offer  superior  investment 
management  and  personalized  service 
to  wealthy  individuals  and  families  with 
$10  million  or  more  in  1nve stable  assets. 


Bel  Air  Investment  Advisors  llc 

Asset  Management 


State  Street  Global  Advisors 
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Hf-Helpers 


BY  VICTORIA  MURPHY 


pitchmen  want  to  help  you  eat  up,  trim  down  or  just  fret  less, 
irse  they  don't  mind  getting  rich  at  the  same  time. 

Popeil 

hyperbolic  king  of 
nercials  has  been 
dng  his  wares  for  40 
>,  but  scored  his  biggest 
dth  the$160Ronco 
vtime  Rotisserie  & 
;  Popeil  claims  he's 
2.5  million  units 
e  "finest  kitchen 
iance  I've  ever 
e."  Now  Popeil 
he  wants  to  let 
one  else  run  his 
•any  so  he  can 
i  on  inventing 
products— 
rying  them  out: 
the  market 


0 


MILLION 


gh-Class  Cookers 

LIETTE  ROSSANT 

look  for  these  guys  in  the  kitchen.  They  have  cookbooks  to 
jstaurant  chains  to  expand  and  e-commerce  Web  sites  to  run. 


Todd  English 

"The  English  are  coming!"— this 
time  in  the  guise  of  Boston's 
charismatic  chef .  He's  expanding 
both  his  Figs  and  Olives 
chains,  while  a  third 
cookbook  and  a  regular 
show  on  PBS  help 
introduce  him  to  new 
fans.  A  less-high- 
profile  job:  advising 
Northwest  Airlines  and 
Long  John  Silver's  on 
how  to  give  their 
coleslaw  and  fish  and 
chips  a  bit  more  bite. 


$5.5 


MILLION 


Mark  Victor  Hansen 
and  Jack  Canf  ield 
Last  year  they  sold  8.7  million 
servings  of  their  33  "Chicken 
Soup"  books.  Up  next:  Soups 
for  veterans  and  nurses. 


$10 


MILLION 


George  Foreman 

Sales  of  his  grills 
are  down,  but  his 
deal  with  Salton 
guarantees  big 
bucks. 


$20.1 


Richard  Carlson 
Perspiration  must  be  a  global 

issue:  His  seven  Don't  Sweat 
the  Small  Stuff  titles  have 
sold  20  million  copies  in 
126  countries. 


$5 


MILLION 


Dr.  Robert  Atkins 
His  protein-rich  diet 
makes  him  rich,  too. 

His  New  Diet  Revolu- 
tion has  been  a  best- 
seller for  four  years. 


$6 


MILLION 


Wolfgang  Puck 

The  chef  behind  Spago 
is  expanding  his  frozen 
foods  line  and  has 
finally  agreed  to  a  half- 
hour  show  on  the  Food 
Network. 


$15 


MILLION 


Alain  Ducasse 

France's  celebrated  chef 
made  his  long-awaited 
entree  into  New  York  last 
year.  The  $250-per-person 
price  tag  hasn't  scared 
away  his  loyalists. 


$5 


MILLION 


Emeril  Lagasse 

TV's  Food  Network 
icon  is  adding  a  wine  line 

and  has  renovated  his 
flagship  restaurant  in 
New  Orleans. 


Nobuyuki  Matsuhisa 

Still  expanding  Nobu 
outlets  abroad.  Partners 
for  a  new  Sydney  eatery 
include  Robert  De  Niro 
and  Lachlan  Murdoch. 


$5 


MILLION 


$2.4 


MILLION 
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BY  MICHAEL  MAIELLO 


Book  Values 

Stephen  King  and  Tom  Clancy  writing  nonfiction?  A  John  Grisham  novel  without  a  court- 
room? Why  not?  Sell  enough  books,  and  you  can  afford  to  stray  from  the  tried-and-true. 


John  Grisham 

He  managed  to  get  his  latest 
novel,  a  coming-of-age  tale  sans 
lawyers,  serialized  in  the  high- 
brow Oxford  American,  the 
magazine  he  publishes  and 
subsidizes.  No  doubt  the  story 
helped  bolster  sales.  The  book 
has  become  a  modest  success, 
but  old  fans  needn't  fret— 
Grisham's  next  book  will  be  a  legal 


thriller. 

$28 


MILLION 


Dean  Koontz 

The  suspense  writer  says  he's  dubi- 
ous about  e-books,  but  he  is  about  to 
publish  an  electronic  collection  of  his 
verse  on  BarnesandNoble.com  in  order 
to  satisfy  his  readers'  demands  (see 
story,  p.  142.) 


$35 


MILLION 


J  K.  Rowling 

The  latest 
installment  of  her 
Harry  Potter  series 
sold  a  magical  5.1 
million  copies  in 
two  days.  Now 
executives  at 
Warner  Bros,  are 
hoping  Rowling's 
wizardry  transfers 
to  celluloid:  "Harry 
Potter  and  the 
Sorcerer's  Stone" 
hits  theaters  in 
November. 


$36 


MILLION 


How  The  Grirtch  Stole 
Gross  Points 

Dr.  Seuss  books  have  been  big  business  for  decades.  Since  the  first  book 
was  published  in  1937,  more  than  400  million  Suess  books  have  been  sold. 
But  even  the  wild  imagination  of  its  creator,  Theodor  Seuss  Geisel, 
couldn't  have  concieved  how  well  a  film  adaptation  of  his  quirky  Christmas 
tale,  How  The  Grinch  Stole  Christmas,  would  do  in  movie  theaters. 

Following  Geisbl's  death  in  1991,  his  wife.  Audrey,  agreed  to  let 
producers  Brian  Graiei  and  Ron  Howard  rework  the  story  for  Universal 
Pictures  in  exchange  for  5%  of  the  gross  receipts  and  a  cut  of  the 
merchandise.  Last  year  The  Grinch  stole  $332  million  at  box  offices 
arour  c  the  world.  Factor  in  revenue  from  merchandise  and  other  ancillary 
marke  s  like  video  and  television  sales,  and  Geisei's  estate  will  earn  more 
thar  irO  million,  enough  to  put  a  smile  on  the  grinchiesf  face. 


Tom  Clancy 

The  master  of  Cold 
War  potboilers  is 
trying  to  adapt  to  the 
New  World  Order  by 
licensing  his  name  to  a 
series  of  high-tech 
thrillers  called  Net 
Force.  Next  up:  a 
nonfiction  tour  of  the 
U.S.  Army's  special 
forces. 


$37 


MILLION 


Stephen  King 

The  horror  king 
barely  survived  being 
struck  by  a  car,  then 
wrote  about  it  in  the 
New  Yorker  and  in  his 
bestselling  how-to 
book  on  writing.  But 
he  shelved  "The  Plant," 
his  heavily  hyped  e- 
book  experiment,  after 
only  six  chapters. 


$44 


MILLION 
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Unlimited  Partnership  with: 

University  of  Delaware 

Since: 

1991 

Managed  Services: 

Dining  &  Vending  Services 
Stadium  Concessions 
Conference  Center  Management 

Value  Created: 

Student  Satisfaction  Up:  13% 

David  Hollowed, 
Executive  Vice  President 
University  of  Delaware: 

"...by  patting  a  lot  of  quality  and 

variety  on  our  students'  plates. 

Over  10,000  of  them  every  day. 

In  our  business,  getting  the  food 
wrong  can  impact  recruiting  and 
retention.  We  don't  have  those  worries. 

We're  able  to  concentrate  all  our 
resources  on  education.  And  when 

prospective  students  visit,  our 
dining  halls  help  us  close  the  sale." 

John  Brady,  ARAMARK 
Resident  District  Manager: 

"We  work  with  students  to  create  a 
menu  that  excites  them.  Tlien  we 
introduce  the  best  preparation  and 
display  techniques  from  ARAMARK 
sites  around  the  world.  Why?  Because 
when  they  go  home  and  brag  to  their 
friends  about  U  ofD,  we  want  them 
bragging  about  the  food,  too." 

To  learn  more  about  ARAMARK 
Unlimited  Partnerships  visit  our 
website  at  www.aramark.com 
or  call  1-800-ARAMARK. 

ARAMARK®  Managed  Services  for 
Business,  Government,  Healthcare, 
Sports  and  Entertainment, 
and  Educational  Institutions  include: 
Food  and  Support  Services. 
Uniform  and  Career  Apparel, 
Child  Care  and  Early  Education. 


ARAMARK 

Managed  Services,  Managed  Better. 


> 
> 

> 
30 
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One-Year  Wonders  BY  LEA  GOLDMAN 

Introducing  the  instant  celebrity— just  add  airtime!  But  enjoy  these  flowers 
while  you  can.  They  tend  to  wilt  as  fast  as  they  wowed. 

Darva  Conger 

A  former  nurse 
who  "won"  on 
Fox's  ill-fated 
Who  Wants  to 
Marry  a  Multi- 
millionaire? 
show.  Within 
months  the 
blushing  bride 
was  posing  for 
Playboy  and 
launching  her 
own  Web  site. 
But  with  no  plans  for  a  book  deal,  and  only  a  few 
TV  appearances,  her  15  minutes  are  ticking 
louder  than  any  wedding  bells. 


Baha  Men 

Bahamian  musicians 
who  bit  the  big  time 
when  their  "Who  Let 
the  Dogs  Out"  sports 
anthem  sold  4.3  million 
albums. 


$1 


MILLION 


$500,000 


Richard  Hatch 

America's  most 
famous  Survivor  has 
slimmed  down  and  is 
cashing  in  with  a  book 
deal,  deejay  job  and 
talk  show  gigs. 

$1.2  million 


Chyna 
The  World  Wrestling 
Federation's  "Ninth 
Wonder  of  the  World,"  also 
known  as  Joanie  Laurer. 
The  200-pound  former 
sex-phone  operator 
maximized  her  exposure 
last  year  by  flexing  in  a 
Playboy  spread. 


The  Whassup  Guys 

Director  Charles 
Stone  III  and  pals 
Scott  Brooks,  Paul 
Williams  and  Fred  Thomas  coined  the 
ultimate  couch  potato  salutation  in  their 
Anheuser-Busch  ads.  Moving  to  big  screen 
with  Miramax  movie  deal. 


$1 


MILLION 


$1.7 


MILLION 


►  A- List  to  De 

A  look  at  shooting  stars  fror 
past,  some  of  whom  have  kep 
The  rest  have  crashed  back  tc 

Lou  Bega  ♦ 

Still  waiting  for  Mambos  No 
and  8  to  catch  on. 

Verne  Troyer  ^ 

Austin  Powers  ll's  "Mini-Me' 
having  a  hard  time  living  Ian 

The  Rock  ♦ 

Moving  into  the  political  ring 
GOP  appearances  and  Holly 
with  a  role  in  The  Mummy  fli 

Michael  Maronna  ^fh 

Ameritrade  falters  during  ma 
slump,  so  does  its  pitchman. 

Steve  Irwin  ^ 

Aussie  croc  hunter  now  boa; 
FedEx  commercials,  spot  in  1 
Doolittle  sequel  and  his  own 

Matt  Drudge 

Dropped  from  Fox  and  ABC  R 
doesn't  have  Clinton  to  kick 
around  anymore. 

Monica  Lewinsky 

Low-key  New  Yorker  scores  I 
with  trendy  line  of  purses. 

Shoshanna  Lonstein 

Former  beau  Jerry  Seinfeld  i 
married— but  not  to  her. 

Stone  Cold  Steve  Austin  4 

Dropped  out  of  sight  last  yea 
wrestling  with  a  comeback  at! 

Cindy  Margolis 

TV  show  isn't  catching  fire,  but 
downloaded"  title  is  taking  heat 


David  Blaine 

His  Frozen  in  Time  special  on  ABC  sounded  cool 
enough:  try  to  survive  three  days  in  a  block  of  ice  in 
New  York  City's  Times  Square.  But  the  stunt  nearly 
melted  down  when  a  city  street  cleaner  cut  the 
power  to  Blaine's  lifeline.  — Dylan  Fitch 


Presto  Profits  BY  ALIE  HAMMERLE 

It's  no  illusion:  The  masters  of  legerdemain  are  pulling  dollars  out  of  th 
hats  like  rabbits.  But  the  occupation  does  comes  with  certain  hazards. 


David 

Copperfield 

His  next  trick 
puts  him  insic 
a  man-made 
2000-degree 
cyclone  of  fire 
When  he's  not  finding  insurers, 
magician  stays  busy  performing  ove 
500  shows  per  year  in  more  than  4J 
countries. 


Siegfried  and  Roy 

A  new  contract  will  keep  magic's 
magnificent  duo  at  the  Mirage  for 
the  rest  of  their  career. 


$50 


MILLION 


$00 


MILLION 
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PMG  LLP.  the  U.S.  member  firm  of  KPMG  International,  a  Swiss  association. 


ing  information  risk  is  critical  to  achieving  your  business  objectives.  And  KPMG  can  help  prevent  your  goals 
jing  compromised.  We  do  more  than  evaluate  reliability,  privacy  and  security.  We  approach  each  of  these  issues 
strategic  perspective.  So  we  can  optimize  the  impact  technology  has  on  your  company's  revenue,  image 
lue.  Visit  www.us.kpmg.com  or  call  us  at  1-800-867-6824  to  learn  more  about  how  we  integrate  technology 
alegy.  We  can  help  you  keep  your  business,  and  the  systems  it  depends  on,  running  smoothly.  ' 

understanding  @  kfeJwis 


MH 


■H 


Bottom  Lines 


Sure,  they're  rich  and  beautiful,  but  spare  some  pity  for  the  pretty:  Cindy  Crawford 
lost  her  Revlon  deal  and  Claudia  Schiffer's  dot-com  investment  is  nearly  dot-gone. 


Christy  Turlington 

She's  a  model,  but  she's  really  into  yoga:  The  NYU  grad 
sees  the  exercise  fad  as  the  foundation  of  a  Martha 
Stewart-like  empire.  She's  convinced  Puma  to  form 
Nuala,  a  yoga-inspired  dress-casual  brand.  And  she 
cross-promotes  it  with  Sundari,  a  line  of  skin 
cleansers  and  body  oils  supposedly  based  on 
Indian  precepts.  Next  step:  a  Disney-published 
book  on  the  yoga  lifestyle,  due  in  2002.  If  those 
don't  work  out,  her  contracts  with  Maybelline,  Calvin 
Klein  and  Louis  Vuitton  should  help  keep  her  centered. 


BY  RISHAWN  BIDDLE 


$8.5 


MILLION 


Hi 

Si 


Tyra  Banks 

;  She  makes  her  money  from 
personal  appearances  and  a 
Victoria's  Secret  contract,  but 
;  spends  her  time  landing  acting 
I  roles,  including  a  spot  in  the 
flick  Coyote  Ugly  and  a  four- 
episode  part  on  Felicity.  No 
makeup  needed  for  her  next 
role:  She'll  play  an  alcoholic  in  the 
upcoming  film  'Larceny." 


Athletes  are  fit,  famous  and  good-looking;  so  are  models.  Why  not 
represent  both? 

That's  what  Brad  Krassner  was  thinking  in  1999,  when  he  bought  a 
controlling  stake  in  Wilhelmina  Models.  Krassner,  a  former  theater 
promoter,  thought  the  modeling  agency  would  be  a  good  stepping-stone 
into  the  sports  agent  business,  too. 
Superagency  IMG,  after  all,  represents 
both  groups  very  successfully. 

For  Krassner,  it  worked  better  in 
theory.  He  did  woo  basketball  star 
Stephon  Marbury  after  he  left  NBA 
superagent  David  Falk  and  landed  the 
New  Jersey  Nets  guard  a  deal  with  men's 
iabel  Hugo  Boss.  But  the  rest  of  his 
sports  roster  features  lesser  lights  like 
Olympic  swimmer  Dara  Torres  and 
football  player  Ray  Buchanan. 

Part  of  the  problem  is  a  legal  spat 
between  Krassner  and  a  rival  agent,  who 
claims  Krassner  had  been  poaching 
clients;  Krassner  says  the  pending  lawsuit  scared  away  investors  who 
would  have  helped  him  buy  sports  agencies  to  fill  his  roster.  But 
skeptics  suggest  that  not  every  designer  is  clamoring  to  drape  their 
duds  on  jocks.  "We  only  use  models,"  sniffs  a  flack  for  Giorgio  Armani. 
Better  warn  Magnum  Sports  &  Entertainment.  In  December  the  sports 
agency  announced  it  would  be  diversir/ing — by  buying  the  Ford 
modeling  agency.  — R.B. 
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2001 


Claudia  Schiffer 

Critics  haven't  been  kind  u 
her  acting  attempts,  but  th< 
stock  market  has  been  crue 
to  her  6%  stake  in  dot-com 
PTN  Media:  It's  dropped  88 
in  the  last  year.  Deals  with 
L'Oreal,  Citroen  and  Philip 
Morris,  among  others,  help 
keep  things  in  perspective. 


$9 


MILLION 


Gisele  Bundchen 

Unknown  two  years  ago, 
Brazil's  most  famous  exporl 
now  commands  six-figure 
fees  from  Polo  and  Dolce  & 
Gabbana  and  a  multiyear  dea 
from  Victoria's  Secret. 


$8 


MILLION 


Cindy  Crawford 
Her  deal  with  Revlon  ended 
this  year,  but  deals  with 
Omega  watches,  Dannon 
and  a  fitness  chain  keep  her  | 
finances  in  better  shape 
than  those  of  the  ailing 
cosmetics  firm. 


$6.3 


MILLION 
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-re,  somewhere,  is  everything  you  need  to  know.  Everything  your  sales  force  needs  to  know.  Everything  your  suppliers  need  to  know. 

In  there,  somewhere,  is  everything.  Now  if  only  you  could  find  it.  That's  why  you  heed  a  Sybase  Enterprise  Portal.  The  smart  way 
egrate  your  business  apps  on  the  Internet  so  everyone  can  access  the  information  they, need, 

egardless  of  what  data  source  or  application  it  comes  from.  Find  out  more  at  www.sybase.com/portal      j^J       X  j3x\wJC/ 
I  1t80O8-SYBASE.  We'll  help  you  feel  differently  about  all  the  information  in  your  company.;  Information  Anywhere"' 

Sybase  Enterprise  Portal.  Because  everything  works  better  when  everything  works  together. 
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Overcooked 

Low  TV  ratings  are  eating  into  Martha  Stewart's 
multimedia  strategy.  Is  it  time  for  some  fresher  fare? 


BY  MARK  LACTER 

WHEN  DECLINING  RATINGS 
pushed  WGCL-TV  in  At- 
lanta to  shift  Martha 
Stewart  Living  from  its  9 
a.m.  time  slot  to  the 
viewership  graveyard  at  3:30  a.m.,  the 
show  was  bombarded  with  thousands  of 
complaints  from  her  fans.  The  outpour- 
ing prompted  WGCL  to  move  Stewart's 
hour-long  show  back  to  9  a.m.  But  it 
won't  stay  there  long.  With  a  dwindling 
17,000  households  tuning  in,  Martha 
Stewart  Living  can't  compete  with  the 
101,000  homes  in  Atlanta  that  watch 
Judge  Joe  Brown  and  Divorce  Court  on 
rival  stations  that  same  hour. 

Maybe  people  are  getting  tired  of 
homemade  beeswax  candles.  Stations  in 
Philadelphia  and  Nashville  are  also  mov- 
ing the  eight-year -old  syndicated  home- 
making  show  to  post-midnight  slots.  Na- 
tionally, Martha  Stewart  Living's  ratings 
in  February  dropped  to  a  ho-hum  1.5 
(one  rating  point  equals  almost  1  mil- 
lion TV  households),  down  from  2.4  two 
years  ago.  It  is  now  03 1  par  with  the  infu- 
riating advice  sho ,  P  -  I  aura. 

Advertisers  have  ;  ed.  Fourth- 
quarter  2000  revenue,      I  i  telex  ision 


Selling  Martha 


TV  isn't  the  biggest 
revenue  generator  in 
Stewart's  $286 
million  empire,  but  it 
helps  her  hawk  a  lot 
of  other  stuff,  from 
books  to  bedsheets. 


TELEVISION 

11.4% 


division  of  Martha  Stewart 
Living  Omnimedia  were 
down  3.2%  and  operating 
income  was  off  almost  9%. 
Merrill  Lynch  projects  flat 
revenues  of  $33  million  for 
2001.  "It's  a  shame  that  the 
gingham  hour  is  over,"  says 
Ion  D.  Mandel,  chief  negoti- 
ating officer  for  MediaCom, 
a  New  York  company  that 
buys  ad  time  for  marketers. 

More  than  a  shame,  if 
you're  a  shareholder. 
Martha  Stewart's  stock  price 
hovers  near  $22,  down  from  its  $50  peak 
the  first  day  it  traded  shares  in  October 
1999.  TV  is  the  third-largest  division  of 
Stewart's  $286  million  multimedia  em- 
pire, and  the  syndicated  show  is  the  most 
visible  part  of  the  company.  It  helps  the 


MERCHANDISING 

8.6% 


domestic  diva  hawk 
magazine,  books  and  cc 
ous  Martha-branded  m 
chandise.  The  company ; 
uses  it  to  attract  advertis 
to  the  magazine  and 
struggling  Internet  s 
"Television  is  a  barker 
the  brand,"  admits  Shar 
Patrick,  president  of  Mar' 
Stewart  Living. 

Does  the  erosion  of 
viewers  and  advertisi 
presage  far-reachi 
Martha  fatigue?  Alrea 
Stewart,  59,  has  more  coi 
petition  on  the  newssta 
from  newer  lifestyle  titl 
including  O,  The  Opr 
Magazine. 

The  real  problem:  t< 
much  Martha,  too  often, 
some  markets  she  appet 
on  TV  21  times  a  wee 
what  with  Martha  Stewc 
Living;  a  daily  show  « 
Food  Network  called  Fro 
Martha's  Kitchen;  appea 
ances  on  CBS'  The  Ear 
Show;  and  occasion 
prime-time  specials. 

Stewart  insists  h 
Emmy  Award-winnii 
show  has  a  higher  callit 
than  the  usual  daytime  fa 
of  trash  talk  and  soap 
"We're  really  alternative  TV 
she  says  between  tapings 
her  Westport,  Conn,  studi 
"It's  a  very,  very  different  a] 
proach,  and  it  works." 

But  even  Patrick  admi 
the  company  needs  to  con 
up  with  new  ways  to  gra 
viewers.  She  thinks  the  ai 
swer  is  producing  moi 
shows  with  less  Marth 
Easier  said  than  done,  considering  Stev 
art's  reputation  as  a  control  freak.  Tl 
company's  first  "non-Martha"  cookir 
show,  slated  to  debut  on  Food  Netwoi 
last  year,  stalled  when  the  compar 
couldn't  settle  on  a  host.  I 
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dot  components. 


Think  of  Kyocera  as  a  maker  of 


com 


There's  a  lot  more  to  the  Internet  than 
dot  com.  Capacitors,  oscillators,  fiber  optic 
components,  semiconductor  fabrication 
parts  and  ceramic  IC  packages  for  a  start. 
Glamorous?  No,  but  they  are  essential  to 
the  technologies  that  make  the  Internet  so 
powerful.  As  a  world-leading  manufacturer 
of  these  components,  the  Kyocera  Croup 
has  helped  fuel  the  exponential  growth 
enjoyed  by  e-businesses  and  service 
providers.  By  supporting  those  businesses, 
our  components  help  make  the  Internet 
exciting  for  everyone. 

Our  components  are  marketed  under  the  Kyocera, 
AVX  and  Elco  brands. 

Pictured  are  Kyocera's  temperature-compensated  crystal 
oscillators  (TCXOs)  —  indispensable  timing  devices  for  CDMA 
and  W-CDMA  phones  and  other  wireless  applications. 


tgi<yocERa 
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UNITED  COLORS 
OF  BENETTON. ' 


Irrational  exuberance? 
Benetton  hopes  new 
ads  will  help  it  stage  a 
U.S.  comeback. 


f 


About  Face 

After  years  of  gross-out  advertising,  Benetton 
wants  to  go  mainstream.  Is  it  too  late? 


BY  LEIGH  GALLAGHER 

THE  DEATH  ROW  INMATES  ARE  HIS- 
tory.  Even  the  copulating  steeds  and 
smooching  clergy  are  gone.  In  fact, 
what's  most  shocking  about  the  latest  ad 
campaign  from  Benetton  Group  SpA  is 
that  it  features  normal,  fresh-faced  teens 
in  sportswear. 

It  is  the  first  time  in  almost  two 
decades  that  the  giant  apparel  and  sport- 
ing goods  company,  best  known  for  its 
off-putting  ad  images,  has  put  so 
much  of  what  it  sells  in  its  advertis- 
ing. Its  Gap-like  ads,  which  are  start- 
ing to  appear  in  magazines  and  on 
billboards  and  TV,  feature  exuber- 
ant models  frolicking  in  colorful 
knitwear  against  a  white  back- 
ground. Pretty  tame  stuff.  But  Ben- 
etton executives  hope  the  $10  mil- 
lion campaign  will  help  the  Italian 
company  revive  sales  of  sportswear 
in  the  U.S.,  which  have  shrunk  50% 
to  $52  it  since  1993.  Last  year 
total  U.S.  sales  accounted  for  only 
ll%ofBenett<        1 .8  billion  in 
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revenues.  And  there  are  only  150  Benet- 
ton stores  in  the  U.S.,  down  from  600  in 
1987.  "It's  back  to  square  one  in  the 
U.S.,"  says  Gian  Luca  Manca,  an  analyst 
for  HSBC. 

There  are  several  reasons,  after 
some  initial  success,  Benetton  got  into 
trouble  in  the  U.S.  It  opened  too  many 
stores  and  was  slow  to  adopt  U.S.  fash- 
ion trends.  Gap  and  Abercrombie  & 
Fitch  are  more  fashionable,  and  their 

Benetton's  polarizing 
ads  did  it  damage.  


prices  are  lower,  too. 

But  the  polarizing  ads  probably 
more  damage  than  anything  else.  1 
ads  started  innocentiy  enough  in  19 
with  a  "United  Colors  of  Benetto 
campaign  featuring  models  of  diffen 
races  in  Benetton  clothes.  The  imaj 
were  supposed  to  promote  racial  h. 
mony  and  world  peace.  Pretentious,  t 
harmless.  Although  the  company  cc 
tinued  to  run  a  smattering  of  ads  feati 
ing  clothes  in  fashion  magazines,  Ben 
ton,  based  in  Ponzano,  Italy,  increasin; 
put  its  money  behind  images  that  w< 
supposed  to  serve  as  controversial  soc 
statements.  A  chilling  ad  in  1992  show 
an  AIDS  patient  moments  before  1 
death.  Hard  to  draw  the  connection  h 
tween  the  macabre  near-corpse  a; 
Benetton's  festive  Italian  wc 
sweaters.  And  who  can  forget  t 
ad  with  the  newborn  baby  with 

  umbilical  cord  still  attached? 

Then  came  the  "We,  On  Dea 
Row"  campaign  early  last  year, 
featured  prison  inmates  sentenc 
to  death.  Relatives  of  the  victims 
boycotts  and  the  state  of  Missoi 
sued  Benetton,  claiming  the  cor 
pany  misrepresented  itself  to  ga 
access  to  the  prisoners.  But  t: 
biggest  blow  to  Benetton  can 
from  Sears,  which  yanked  the  cor 
pany's  new  line  of  sportswear  off 


The  wisdom  of  experience. 
The  energy  of  youth. 
Limitless  potential. 


Covisint,  combining  the  heritage 
of  the  automotive  industry  and  the 
promise  of  Internet  technology  to 
open  a  new  window  of  possibility. 
Covisint  is  a  global  automotive 
business-to-business  exchange 
developed  by  DaimlerChrysler, 
Ford  Motor  Company,  General  Motors, 
Nissan,  Renault,  Commerce  One 
and  Oracle. 

Here,  connection  increases  organization. 
Collaboration  transcends  geography. 
Speed  breeds  efficiency. 
Knowledge  is  exchanged  securely. 
This  time,  everyone  gets  to  grow. 


covisint.com 


MARKETING 


400 


Dressed  for  Success? 


Benetton's  ADRs  lag  the  S&P  500  but  have  climbed  since  the  mid- 
1990s--  even  as  U.S.  sales  of  its  flagship  brand  have  shrunk. 


Ratio  scale 

12/28/90=100 


shelves.  The  collection  was  supposed  to 
bring  in  $  100  million  in  its  first  year.  The 
avant-garde  marketers  at  Benetton  could 
no  longer  claim  that  their  offensive  ad- 
vertising wasn't  hurting  the  bottom  line. 

Benetton,  which  has  remained  pop- 
ular in  Europe,  is  optimistic  about  its 
chance  for  renewed  success  in  the  U.S. 
The  company  hopes  the  bland  ads  will 


send  customers  to  the  first  of  twenty 
3,000-square-foot  company-owned 
stores  it  plans  to  open  here.  (Existing 
outlets  are  smaller  and  run  by  licensees.) 

Some  people  would  rather  have  seen 
Benetton  maintain  the  controversial  ads. 
In  Britain,  where  the  new,  happy-faced 
ads  broke  early  this  year,  they  were 
panned  as  "so  innocuous  as  to  be  invis- 


Source:  Interactive  Data  Corp.  via  FactSet  Research  Systi 
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ible."  Oliviero  Toscani,  who  crea 
Benetton's  ads  until  shortly  after  the  i 
astrous  death-row  campaign,  is  c 
more  dismissive.  "It's  a  waste  of  mom 
he  sniffs. 

This  is  the  take  from  Bob  Garfio 
ad  critic  for  Advertising  Age:  "A  fash 
retailer  advertising  fashion?  It's  crazy, 
wild — but  it  just  might  work." 


Do  You  Really 
Need  That? 

Gee,  here's  a  switch:  Financial 
companies  are  encouraging  us  to 
change  our  spendthrift  ways. 

BY  JOANNE  GORDON 

IF  ADVERTISING  IS  THE  CAVE  ART  OF  OUR  TIME,  THEN  His- 
torians may  someday  point  to  new  campaigns  that  signal 
the  post-tech-boom  Zeitgeist. 
Just  a  year  after  a  commercial  for  E-Trade  featured  an  in- 
vestor with  money  coming  out  of  his  "wazoo" — remember 
that  tasteful  one? — financial  service  companies  are  now 
preaching  fiscal  responsibility.  "Just  because  you  can  doesn't 
mean  you  should,"  Citibank  cautions  in  one  of  its  1 1  new 
print  ads,  which  shows  a  shopper  who  can't  stuff  all  her  pur- 
chases in  the  trunk  of  a  taxi.  Another  reads:  "The  word 
'splurge'  loses  meaning  if  it  becomes  a  regular  daily  event." 

Is  this  advertising — or  your  mother  talking?  It's  like 
the  alcoholic  beverage  industry's  "Drink  Responsibly"  ads. 
Parent  company  Citigroup  wants  your  business,  but  hopes 
to  get  it  by  be;ng  a  good  citizen — and  playing  to  con- 
sumers who  are  spooked  by  corporate  layoffs,  stock  mar- 
ket gyrations  ai  lth<  nraveling  in  Silicon  Valley.  "It's  re- 
assuring; in  a  do..  :  economy  people  want  to  hear  that 
money  isn't  important. '  says  Al  Ries,  chairman  of  Atlanta- 


based  marketing  consultancy  Ries  &  Ries. 

Citibank's  estimated  $100  million  ad  effort,  themed 
Richly,"  is  the  first  national  campaign  from  the  $77  bill 
Citigroup  since  the  early  1980s,  when  its  slogan  was  "The 
Never  Sleeps."  It  positioned  the  company  as  a  workho 
Now,  it's  a  mother  hen. 

But  just  a  year  after  E-Trade  encouraged  nervous 
vestors  to  "Be  not  afraid,"  we'll  accept  a  little  finger-wagg: 
Even  if  it's  from  the  folks  who  brought  us  that  island-own 
tow-truck  driver  in  a  1999  commercial.  Today,  a  commer 
for  Discover  Financial  Services,  part  of  Morgan  Stanley  D< 
Witter,  features  a  washed-up  rock  band  called  Danger  K 
that  squandered  its  money.  "Some  people  just  can't 
within  their  means,"  the  voiceover  goes. 

Thanks  for  telling  us  now. 

A  sign  of  changing  times:  Citibank  ads  pitch  fiscal  responsibility. 


Cltl 
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/  can't  answer  that. 


I'M  SORRY. 

I  WISH  I  COULD  HELP. 

LET  ME  REFER  YOU  TO  A  COMPANY  THAT 

CARES  ABOUT  ITS  CUSTOMERS. 


L 


n  the  age  of  eBusiness, 

one  fact  dominates  all  others:  customers 
are  in  control. 

Whether  through  a  call  to  a  toll-free 
number,  a  visit  to  a  store  down  the 
street,  or  the  click  of  a  mouse  to  Web 
sites  around  the  world,  customers  expect 
a  consistently  positive  experience. 

For  organizations  evervwhere  and  of 
every  size,  the  implication  is  clear:  keep 
your  best  customers  100%  satisfied  or 
risk  losing  them  altogether. 

But  keeping  customers  completely  satisfied  is  get- 
ting harder  and  harder.  Customers  are  demanding 
more  and  more  — faster  delivery,  broader  selection, 
customized  products  and  services,  better  value  and 
instant  response  to  inquiries.  In  other  words,  they 
want  to  do  business  on  their  terms,  not  on  yours. 

At  Siebel  Systems,  we  make  the  applications  that 
companies  need  to  succeed  in  today's  ruthlessly 


competitive,  customer-driven  eBusiness 
environment. 

Our  applications  give  everyone  in 
your  organization  access  to  the  same  real- 
time information.  So,  no  matter  where  or 
with  whom  your  customers  interact, 
they  feel  as  if  they  are  having  one  contin- 
uous and  uninterrupted  dialogue. 

With  Siebel  eBusiness  Applications, 
you'll  have  the  ability  to  do  business 
any  way  your  customers  want  — anytime, 
anywhere,  in  any  language,  in  any 
currency,  through  any  communication  channel. 

It's  called  multichannel  eBusiness.  And  it's  already 
working  for  customer-focused  companies  such  as 
IBM,  Charles  Schwab,  and  WorldCom. 

To  learn  more  about  eBusiness  and  how  it  can 
change  vour  company,  visit  www.siebel.com/ebusiness 
or  call  us  direct  at  800.356.3321.  And  vour  customers 
will  never  have  to  hear  "I'm  sorry"  again. 


CUSTOMER 
SATISFACTION 


EMPLOYEE 
PRODUCTIVITY 


RETURN  ON  SIEBEL  INVESTMENT:  10  MONTHS 

i  In  a  major  study,  Siebel  solutions  helped  increase  revenue  by  16%,  customer  satisfaction  by  21%  and  : 
employee  productivity  by  21%.  Which  makes  for  happy  shareholders.  And  not-so-happy  competitors.  | 
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MR.  GOOD 
KNIGHT 

A  North  Carolina  billionaire  is  trying  to  nurse  Midway 
Airlines  back  to  health.  But  this  patient  is  rather  sick. 


BY  DOUG  DONOVAN 

THE  GOODWILL  OF  BILLION- 
aire  James  Goodnight  is  vis- 
ible everywhere  on  the  bu- 
colic campus  of  his  $1  billion 
software  company,  SAS  Insti- 
tute, just  outside  Raleigh,  N.C.  There's 
free  medical  care  in  Building  C,  pro- 
fessional masseuses  in  D,  a  lending  li- 
brary where  employees  can  check  out 
cell  phones  and  laptops  in  R.  Even 
neighbors  have  felt  his  largesse:  SAS 
gives  free  software  to  schools,  donates 
land  for  fire  stations  and  buys  bikes 
for  cops. 

Good  works  are  smart  business  for 
the  nation's  largest  privately  held  soft- 
ware company.  But  what  happens 
when  such  impulses  interact  with  a 
publicly  held  business?  Goodnight 
and  SAS  cofounder  John  Sail  have 
pumped  $46  million  into  Midway  Air- 
lines since  rescuing  it  from  bank- 
ruptcy in  1997.  By  their  own  admis- 
sion, they  invested  less  to  make  a  buck 
than  to  preserve  a  hometown  carrier, 
which  operates  264  daily  departures 
between  31  cities  and  Raleigh- 
Durham  Inl  national.  Ranking  37th 
in  passenger  ti  c,  this  is  the  smallest 
airport  to  be  a  hub.  "I  haven't 
had  any  retur  i  my  investment — 
zero,"  says  Goodnight,  58. 


Not  entirely  true.  Good- 
night and  Sail  guaranteed  the 
company's  recent  rights  offering 
on  one  condition,  he  says:  "We 
got  a  flight  to  Steamboat 
Springs,"  the  Colorado  resort 
town  where  the  gangly  yet  ath- 
letic Goodnight  has  a  chalet. 

Without  Goodnight's  back- 
ing, Midway  almost  certainly 
couldn't  survive.  Not  an  en- 
couraging premise  for  a  stock 
that  has  been  grounded  at  $5 
for  a  year,  down  from  a  $21 
high  three  years  ago.  Focused  on 
the  business  traveler,  Midway 
lost  $9  million  on  $205  million 
in  revenues  in  the  first  nine 
months  of  2000.  Like  the  rest  of 
the  industry,  it's  hurting  be- 
cause of  lower  fares,  declining 
passenger  yields  and  high  fuel 
costs.  Just  last  month  American 
Airlines  nixed  its  joint  frequent- 
flyer  program  with  Midway. 

The  carrier  has  had  an  ill-starred 
life  since  coming  into  the  world  in 
1979,  a  stepchild  of  deregulation. 
Launched  as  a  convenient  alternative 
to  the  big  airlines  operating  out  of 
O'Hare,  Midway  (named  after 
Chicago's  other  airport)  enjoyed  mod- 
est success  until  going  bankrupt  in 


1 99 1 .  It  was  then  revived  by  a  group 
investors  and  turned  into  a  discou 
carrier  that  had  a  hard  time  compi 
ing  with  Southwest  Airlines  and  Co 
tinental.  Then  Samuel  Zell  stepped 
to  recapitalize  Midway  with  $25  mi 
lion;  the  airline  took  over  the  hi 
American  had  abandoned  at  Raleig 
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m,  and  shifted  to  full-fare,  pre- 
service  targeting  business  trav- 
3  the  booming  Research  Trian- 
k.  But  Midway  grew  erratically, 
dn't  fill  its  Airbus  A320s  and  ex- 
i  into  routes  like  Las  Vegas  and 
igeles  that  didn't  get  much  traf- 


IE  CARRIER  HAS  HAD 
I  ILL-STARRED  LIFE 
MCE  COMING  INTO 
IE  WORLD  IN  1979. 


fic  from  Raleigh-Durham.  By  late  1995 
Midway  was  desperate  for  cash  again. 
Zell  invested  another  $4  million;  cred- 
itors deferred  payments.  But  Zell 
wanted  out. 

In  came  Goodnight.  He  and  Sail  put 
up  $15  million  four  years  ago  in  return 
for  an  equity  stake. 
Zell's  fund  forgave 
$10.5  million  in  debt 
and  interest  and  paid 
$2  million  owed  to 
creditors  in  return  for 
seeing  its  own  equity 
stake  rescued.  Ameri- 
can Airlines  converted 
a  $9.5  million  receiv- 
able into  an  8%  note 
payable  over  seven 
years,  reduced  its  ter- 
minal lease  by  $150,000 
per  month  and  released 
Midway  from  a  main- 
tenance contract. 

At  first  the  plan 
worked.  Chief  Executive 
(and  Continental  vet- 
eran) Robert  Ferguson 
pared  Midway's  destina- 
tions to  13  cities  from 
16.  He  bought  50-seat 
Canadair  jets  to  replace 
the  Airbus  A320s  over 
time.  The  airline  began 
making  money.  By  De- 
cember 1997  it  raised 
$38  million  in  an  initial 
public  offering.  The  next 
year  Midway  earned  $  1 5 
million,  up  67%  from 
the  $9  million  it 
recorded  in  1997.  Rising 
fuel  costs  hurt  earnings 
in  1999;  still  the  airline 
netted  $9.3  million. 
But  Ferguson's  fleet 
expansion  has  been  costly.  To  come  up 
with  predelivery  deposits  for  new 
Canadair  regional  jets  and  128-seat 
Boeing  737-700s,  Midway  needed  to  hit 
up  its  sugar  daddies  again.  But  Good- 
night was  tired  of  pumping  money  into 
a  company  he  did  not  own  completely. 
So  he  and  Sail  made  a  bid  to  take  the 


Deep  pockets 
appreciated: 
Midway  needs 
more  than 
goodwill  from 
James  Goodnight. 


company  private  at  $8  a  share.  (At  the 
time  it  was  trading  at  $6.)  Objective? 
"To  create  a  holding  company  that 
would  own  SAS  Institute  and  Midway, 
and  then  we  would  purchase  the  planes 
and  use  their  depreciation  to  offset 
taxes,"  says  Goodnight,  who  ranks  29th 
on  The  Forbes  400,  with  a  net  worth  of 
$8  billion.  "It  was  a  nice  scheme." 

Midway's  board  rejected  the  offer 
and  Goodnight  withdrew  it  in  De- 
cember 1999.  "We  got  heat  from  a  lot 
of  people" — mainly  SAS  employees 
who  had  invested — "about  us  not 
being  nice  guys  for  trying  to  take  it 
over,"  he  says.  But  three  months  later 
Goodnight  and  Sail  agreed  to  a  re- 
volving loan  to  Midway  of  up  to  $30 
million  (none  now  outstanding).  At 
the  same  time,  the  company  made  a 
rights  offering  at  $5.20  per  share. 
Goodnight  and  Sail  stepped  up  to  the 
plate  with  another  $31  million  for  the 
cash-hungry  carrier,  after  which  they 
had  a  66%  stake.  In  September  Mid- 
way also  privately  sold  $198  million  in 
equipment  passthrough  certificates, 
essentially  aircraft-backed  securities. 
While  those  certificates  are  off-bal- 
ance-sheet items,  they  add  strain  to 
Midway's  debt,  now  71%  of  equity,  ac- 
cording to  Moody's  Investors  Service. 

"Right  now  the  airline  is  under  a 
lot  of  pressure,"  Goodnight  says.  A 
slower  economy  may  mean  fewer 
business  travelers.  And  while  Mid- 
way's load  factor — the  percentage  of 
available  seats  that  are  filled — was 
just  below  those  of  major  carriers,  at 
69.8%  during  the  first  nine  months 
of  2000,  it  fell  short  of  the  71.8% 
needed  to  break  even.  The  airline's 
yield — what  an  average  passenger 
pays  per  mile — was  18.8  cents,  well 
above  the  industry  average  of  13.1 
cents,  but  down  11%  from  the  previ- 
ous year.  Meanwhile,  total  costs  per 
seat-mile  were  up  9%,  to  14  cents. 

Midway  has  lots  of  admirers,  like 
airline  consultant  Michael  Boyd,  who 
points  to  the  fine  service,  comfortable 
leather  seats  and  exceedingly  friendly 
staff.  "This  is  a  great  airline,"  says  Boyd. 
As  long  as  it  can  stay  aloft.  F 
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Because  of  a  loophole  in 
regulations,  hallucinogens 
can  be  sold  legally  in  Japan. 

BY  BENJAMIN  FULFORD 

A FEW  HUNDRED  FEET  FROM  A  Po- 
lice station  in  downtown  Tokyo 
is  a  small  shop  called  Booty.  It 
sells  a  selection  of  powerful  hallucino- 
gens, mainly  to  young  Japanese  in 
dreadlocks  and  scruffy  hemp  clothing 
who  look  like  a  cross  between  Rasta- 
farians  and  hippies.  You  can  select 
from  a  half-dozen  varieties  that  will 
make  your  head  spin,  like  Psilocybe 
cubensis,  a  mushroom  imported  from 
the  Netherlands  ($10  a  gram),  Mexi- 
can peyote  cacti  ($120  for  five  grams), 
ayahuaska,  a  vine  from  the  Amazonian 
jungle  ($70  a  dose)  or  ibogaine,  a  stim- 
ulant and  hallucinogen  from  the 
Congo  ($10  per  gram).  The  owner  of 
the  shop,  Yuichiro  Morita,  27,  insists  he 
runs  a  strictly  legal  business.  And  the 
neighboring  cops,  as  well  as  Japan's 
Justice  Ministry  officials,  agree. 

''You  have  to  understand  we  only 
>e  products  as  botanical  samples 
tor  people  to  use  for  their  viewing  plea- 
sure or  as  interior  decoration,"  Morita 
explains. 

He's  not  being  glib.  Morita — who 
has  a  degree  in  agricultural  economy 


from  Meiji  University  and  is  a  failed 
professional  kickboxer — discovered  a 
gaping  loophole  in  the  law.  While  Japan 
has  some  of  the  world's  toughest  laws 
against  marijuana,  opiates  and  amphet- 
amines, magic  mushrooms  and  a  range 
of  other  psychoactive  plants  are  legal  as 
long  as  they  are  not  sold  for  the  pur- 
pose of  human  consumption.  (It  re- 
mains illegal  to  extract  or  sell  psilocy- 
bin,  the  active  ingredient  in  the 
mushrooms.) 

The  result  was  Booty,  which  opened 
its  first  shop  last  June.  Early  this  year 
Morita  opened  the  second  outlet  of 
what  he  hopes  will  become  a  nation- 
wide franchise.  Monthly  sales  at  the 
first  store  have  hit  $15,000  and  are  still 
rising,  he  says.  Buyers  of  mushrooms 
are  given  instructions  saying  these  are 
not  to  be  eaten,  but  "if  you  should  by 
chance  accidentally  ingest  them,  after 
about  30  minutes  to  one  hour  you  will 
experience  symptoms,  including  hallu- 
cinations that  will  last  for  four  to  eight 
hours."  Another  popular  item  in  the 
shop  is  video-head  cleaner.  Be  warned, 


"THEY  SAY  IT  CAN  BE 
GIVEN  TO  WOMEN  TO  GET 

_  .  .  _       who  advises  the  Ministry 

THEM  TO  DANCE  NAKED."       Health  Labor  &  Welfare 


Pit  stop  at  the     though,  that  "the 

head  shop:  dental  inhalation  a 
where  young 

Japanese  buy  maY  cause  a 

exotic  drugs.  porary  euphoric  ruj 

Morita  may 

been  the  first  to  open  an  actual  s 

but  others  have  caught  on.  Several; 

sites  offer  such  substances  to  Jape 

buyers.  And  an  outfit  called  Chao 

ternational  has  been  selling 

through  street  stalls. 

Cracking  down  on  foreign  im| 

wouldn't  do  much  to  crimp  busi 

since  Japan  has  an  old  and  thriving 

mestic  industry.  Mushroom  expert 

the  country's  tolerance  for  botai 

hallucinogens  has  roots  deep  in 

conservative  countryside  that  is 

backbone  of  support  for  Japan's  n 

Liberal  Democratic  Party.  For  tl 

sands  of  years  Japanese  farmers 

been  harvesting  psychoactive  m 

rooms  like  Amanita  muscaria,  whi 

used  in  religious  rites  by  tribesme 

Siberia  and  is  believed  to  be  the 

Soma,  featured  in  early  Hindu  relig 

texts.  To  this  day  it  is  packaged  and 

in  the  countryside  for  use  in  New  Y 

soups,  says  Kazumasa  Yokoyama,  a 

fessor  of  mycology  (the  study  of  m 

rooms)  at  Shiga  University. 

Farmers  in  remote  villages 

pickle  something  known  as 

laughing"  mushroom  (Gymnop 

spectabilis).  "They  say  it  can  be  give 

women  to  get  them  to  dance  nak 

says  Nihachiro  Sasaki.  A  60-year 

grade-school  dropout,  Sasaki  is  rev 

among  mycologists  for  discovering 

to  cultivate  maitake,  a  delicious  ec 

mushroom  that  is  now  a  stap 

Japanese  grocery  stores  and  has  be 

to  appear  in  U.S.  gourmet  oudets. 

But  the  rage  for  mushrooms  am 

Japan's  young  has  little  to  do  with 

nary  or  decorative  passions.  The  gov< 

ment  is  gathering  data  and  reconsi' 

ing  whether  to  crack  down.  Not  as 

as  it  sounds.  "It  is  very  difficult  to  re 

late  these  mushrooms,  beca 

some  species  only  contain  ha 

cinogenic  ingredients  at  cer 

times  of  the  year,"  says  Yokoya 
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A  TOUGH 
HAUL 

A  freight  company  grew  to 
become  the  largest  black- 
owned  business  in  America. 
But  a  slowing  economy  is 
putting  the  brakes  on  it. 


why  Ford  is  late  with  a  $500,000  pay- 
ment. "Our  business  is  down  and  our 
cash  flow  is  down  and  we  have  to  bor- 
row from  receivables  to  operate,"  says 
Johnson,  one  of  whose  companies  hauls 
Ford  engines  made  in  Bordeaux,  France 
and  transmissions  from  Cologne,  Ger- 
many to  an  Explorer  plant  in  the 
Louisville  area.  "We  are  under  a  lot  of 
pressure." 

He's  not  kidding.  Since  1984  John- 
son and  his  partners,  Alice  and  Wade 
Houston,  have  built  a  quartet  of  busi- 


always  the 
feeling  that 
somebody 
gave  you 
something": 
Charlie  W. 
Johnson. 


fOMAS  KELLNER 

HARLIE  W.  JOHNSON  IS  A  BIG  MAN 
S  running  a  big  business.  At  56,  the 
^0  former  defensive  guard — he  once 
helped  win  the  Super  Bowl  for  the  1970 
Baltimore  Colts — is  still  a  hulk:  290 
pounds  on  a  6-foot-3  frame.  But  on  a 
recent  morning,  slumped  in  his  leather 
office  chair  in  the  mostly  black  West  End 
neighborhood  of  Louisville,  Ky.,  John- 
son looks  defeated  Dressed  in  a  pair  of 
blue  sweatpants  and  :  :arary-yellow 
company  T  shirt,  he  has  been  on  the 
speaker  phone  with  Ft ,  d  Motor  Co. 
managers,  dema     big  to  know 


nesses,  hauling  everything  from  steel 
and  turbines  to  heavy  trucks,  that  grew 
into  the  largest  U.S.  black-owned  ven- 
ture in  1999,  based  on  figures  from  Black 
Enterprise  magazine.  It  netted  an  esti- 
mated S5  million  on  combined  revenues 
of  S500  million. 

But  shipping  is  very  cyclical.  Last 
year,  report  Freightliner  and  Paccar,  or- 
ders for  heavy  trucks  were  down  40%. 
Bad  news  for  Active  Transportation  and 
Automotive  Carrier  Services,  the  two 
largest  of  the  Johnson-Houston  busi- 
nesses, which  haul  75%  of  the  heavy 
trucks  made  in  the  U.S.  Johnson  had  to 


lay  off  30%  of  Active's  1 ,500  drivers,  c 
office  personnel  25%  to  120  and  shelvi 
S250.000  computer  accounting  ove 
haul.  The  group's  2000  revenu 
plunged  36%  to  S320  million. 

Now  there's  plenty  of  heat  from  t) 
banks.  Although  the  group  refinanci 
its  S80  million  debt  in  1999,  most  of  it 
a  quarter  point  above  prime,  and  hasr 
missed  a  payment,  lenders  are  startii 
to  fret  about  violations  of  lo« 
covenants — especially  its  ratio  of  re 
enues  to  debt.  "I'm  a  little  nervous  abo 
this,"  says  Johnson.  " 
they  won't  lend 
money,  it  would  be  hai 
to  get  it  elsewhere." 

The  partners  feel 
certain  irony  in  the 
predicament.  They' 
spent  nearly  two  decad 
overcoming  a  variety 
obstacles  in  Louisvill 
where  business  tends 
be  clubby  and  dom 
nated  by  the  white  ari 
tocracy.  Tneir  home  ci 
has  not  been  particular 
hospitable,  even  thoug 
it  mandates  that  15% 
municipal  contracts  g 
to  minority  enterprise 
"If  they  had  relied  o 
Louisville  to  butter  the 
bread,  they  would  hav 
starved  a  long  time  ago 
says  Denise  Bentley, 
member  of  the  Boar 
of  Aldermen.  "WTie 
you're  a  minority  business  dealing  witi 
majority  people,  you  can't  expect  to  b 
treated  like  the  others,"  says  Johnson 
"There's  always  the  feeling  that  some 
body  gave  you  something." 

But  these  three  owners  are  survivor 
In  the  1960s,  Charlie  Johnson  and  Wad 
Houston  were  the  two  odd  black  ath 
letes  at  the  then  still  largely  segregatec 
University  of  Louisville  and  ended  up  a 
roommates  and  pals.  .After  graduatioi 
and  six  years  with  the  San  Francisa 
49ers  and  the  Colts,  Johnson  returned  tc 
Louisville,  where  Wade  was  coaching 


I 


of  L's  basketball  team,  and  landed  a  fac 
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Forbidden  City? 


Not    to    e  2  1 

1.3  billion  people  in  Beijing  and  throughout  China  are  eager  to  become  customers  of  your  products 
and  services.  We  can  help  you  reach  them.  No  one  knows  more  about  Pan-Pacific  business  than  e21. 
And  no  one  offers  a  more  complete  package  of  services — from  market  research  to  branding  strategies  to 
technology  tools — to  make  sure  your  company  succeeds  in  Asia  or  the  US.  For  more  information, 
please  visit  our  Web  site  at  www.e21corp.com/dragon6  or  call  us  at  l-866-e2 1-9888. 
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tory  supervisor  job  with  Ford.  The  men 
started  families  and  stayed  close.  When 
Johnson  got  laid  off  in  the  late  1970s,  the 
two  young  couples  decided  to  buy  a  su- 
permarket in  the  West  End  with  city  and 
government  loans.  But  the  Houstons 
kept  their  jobs,  Johnson  got  rehired,  and 
the  business,  left  unattended,  imploded 
after  a  few  years,  leaving  them  with 
$100,000  in  debt.  They  scrambled  for 
two  years  to  dig  themselves  out.  "That 


union  organizing  drives  that  forced 
business  to  restructure  as  a  hold; 
company.  Today,  the  group  has  fc 
subsidiaries.  Johnson  and  Alice  Housl 
run  Active  and  Automotive  Carrier  9 
vices,  respectively.  Wade  Houston  is 
charge  of  Dallas  Mavis  Specialized  C 
rier  Co.,  which  hauls  heavy  machin< 
and  oversize  loads.  They  jointly  cont 
ATC  Leasing.  Of  the  four,  unions  h; 
organized  Active  (Teamsters)  and  Au 


THE  BUSINESS  IMPLODED,  LEAVING  THEM 
100,000  IN  DEBT  AND  SCRAMBLING  Tl 


Nearly  two  decades  of  overcoming  obstacles  in  Louisville,  Ky .  Wade  and  Alice  Houston. 


experience  really  cemented  the  friend- 
ship," recalls  Houston.  (The  families 
still  vacation  together — minus  the 
Houstons'  oldest  son,  Allan,  a  guard  for 
the  New  York  Knicks.) 

In  1985,  along  came  a  chance  to  haul 
parts  for  Ford.  Johnson  knew  a  black 
loan  officer  at  a  bank  and  borrowed 
$87,000— just  ducking  the  $90,000  limit 
for  approval  by  an  all-white  loan  com- 
mission— to  buy  two  new  18-wheelers. 
Johnson  ran  the  business  and  Alice 
Houston  supervised  the  back  office. 
Three  years  later  the  team  got  an  offer  to 
haul  cars  jointly  with  Jupiter  Trans- 
portation Systems  of  Kenosha,  Wis., 
which  needed  a  minority  partner  to  do 
business  with  Ford.  Sales  shot  to  $30 
million,  but  the  deal  also  launched 
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motive  I  machinists). 

When  Jupiter's  owner  died  in  1 
the  Louisville  team  was  ready  to  buy.  / 
ready  grossing  $68  million,  they  roped 
Jupiter's  banker  to  finance  the  deal  a] 
pitched  in  $5  million  themselves.  With  t 
transportation  of  big  trucks  added,  thi 
revenues  quintupled  to  $350  million. 

It  will  be  some  time  before  the  pai 
ners  see  such  growth  again.  Johnson 
considering  a  diversification,  perha 
into  hauling  a  different  sort  of  carg 
and  is  in  discussions  with  United  Tec 
nologies.  More  immediately  the  group 
prepared  to  inject  $9  million  of  the 
money  to  placate  the  banks.  "That's  tl 
game  plan  when  things  get  tough,"  sai 
Johnson.  "You  won't  find  us  sitting  c 
the  sidelines." 
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Switchcraft 

Telephone  networks  are  going  to  be  overhauled  by  a  cheaper 
mix  of  software  and  servers.  What's  great  for  carriers  is  a  huge 
threat  to  old  telecommunications  equipment  makers. 


BY  DANIEL  LYONS 

EACH  MONTH  LEVEL  3  COMMU- 
nications  carries  6  billion  min- 
utes of  voice  and  data  calls  on 
its  16,000-mile  network.  Pretty 
impressive,  considering  Level  3 
only  started  building  the  network  in 
1998.  Even  more  impressive  is  that 
Level  3  can  shoot  all  this  traffic  around 
without  ever  using  a  single  multimil- 
lion-dollar phone  switch,  the  kind  that 
has  always  formed  the  backbone  of 
telecom  networks. 

Instead  Level  3  relies  on  the  "soft- 
switch,"  essentially  an  ordinary  Sun 
computer  running  specialized  software 
that  turns  it  into  a  smart  phone  switch. 
These  softswitches  cost  30%  to  70%  less 
than  traditional  switches,  and  Level  3 
has  deployed  dozens  of  them  in  its  new- 
fangled network.  "We  had  a  policy  right 
from  the  start  that  we  would  never  buy 
any  traditional  switches,"  says  Isaac  El- 
liott, a  senior  vice  president  at  Level  3. 

That  is  just  an  early  sign  of  what  may 
be  a  devastating  trend  for  Lucent,  Nortel 
Networks  and  other  big  makers  of  tele- 
com gear.  Just  as  networks  of  cheap  PCs 
severely  hurt  sales  of  mainframe  com- 
puters, the  new  breed  of  low-cost 
softswitches  is  about  to  knock  the  $25 
billion-a-year  telecom  switch  business 
on  its  ear.  British  Telecommunications 
uses  the  cheaper  gear  in  Spain,  a  telecom 
service  is  deploying  it  in  Dallas  and  AT&T 
plans  to  start  roiling  it  out  in  the  next 
year.  Dozens  of  upstarts  have  formed  to 


push  the  new  approach. 

Sales  of  softswitches  and  the  hard- 
ware that  goes  with  them,  which  totaled 
about  $90  million  worldwide  last  year, 
will  approach  $400  million  this  year  and 
could  grow  more  than  tenfold  from 
there  by  2004,  according  to  Synergy  Re- 
search Group,  based  in  Scottsdale,  Ariz. 

That  poses  a  tough  challenge  for  Nor- 
tel and  its  switchmaking  rivals.  They  de- 
pend on  selling  $2-million-and-up  mo- 
bile-home-size boxes  for  at  least  15%  of 
their  revenue.  Those  sales,  in  turn,  drive 
billions  of  dollars  in  sales  of  high-mar- 
gin services,  plus  perennial  upgrades  to 
run  and  enhance  these  switches. 

Carriers  can  buy  softswitches  from 
the  newcomers,  or  they  can  fashion  their 
own  softswitches  as  Level  3  did.  (It 
bought  Sun  servers  and  acquired  a  small 
software  firm  whose  programming  runs 
the  boxes.)  "This  is  the  biggest  revolu- 
tion in  telecommunications  since 
Alexander  Graham  Bell  invented  the 
telephone,"  says  John  McFarlane,  execu- 
tive vice  president  at  Sun  Microsystems, 
which  aims  to  lead  the  way. 

Big  carriers  remain  cautious  about 
softswitches'  reliability.  "We're  talking 
about  switching  over  a  piece  of  a  large 
public  telephone  network.  There's  defi- 
nitely a  risk,"  says  Stuart  Elby,  who 
oversees  new  network  development  at 
Verizon.  Traditional  circuit  switches 
boast  "five  9s"  reliability — that  is, 
99.999%  "uptime,"  which  translates 
into  a  mere  three  minutes  on  the  fritz 


Franco  Plastina 
steals  sales 
from  within 
Nortel  with  his 
new  low-cost 
softswitches. 


'IT  WASN'T  EVER  A  W 
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each  year.  Softswitch-based  networks 
achieve  about  "three  9s,"  or  9  hours  of 
downtime  per  year,  and  that  isn't  good 
enough,  says  Bill  L.  Smith,  chief  tech- 
nology officer  at  BellSouth. 

But  softswitches  are  getting  better, 
and  even  top-tier  players  like  BellSouth 
and  Verizon  say  they  will  likely  start  try- 
ing them  out  in  the  next  year  or  so. 

For  decades  all  phone  traffic  relied 
on  venerable  circuit  switches,  but  the  fu- 
ture lies  in  Internet-style  packet  switches. 
A  circuit  switch  opens  up  a  dedicated 
line  between  two  callers  and  keeps  it 
open  until  they  disconnect — an  anti- 
quated and  inefficient  design.  A  packet- 
switched  network,  such  as  the  Net,  chops 
up  that  same  phone  call  into  bite-size 
pieces,  sends  them  helter-skelter  across 
the  country  over  many  different  lines 
and  reassembles  them  at  the  destination. 
Packet-switching  works  well  for  data 
and,  increasingly,  can  handle  voice. 

British  Telecom  used  softswitches 
when  it  entered  the  Spanish  telephony 
market  in  1998.  Its  softswitch-based 
network  cost  half  of  what  a  comparable 
circuit-switch  network  would  have  cost. 
That  let  BT  charge  30%  to  50%  less  for 
service  than  Telefonica,  the  former  mo- 
nopoly operator  in  Spain,  and  that 
helped  BT  gain  share;  it  now  carries  7% 
of  Spain's  data  traffic. 

"It  was  a  risky  decision,  and  yes,  at 
first  there  were  some  glitches,"  says 
Roberto  de  Diego  Arozamena,  chief 
executive  at  BT's  unit  in  Spain.  "But 
we  foresaw  fierce  competition  with 
declining  margins,  so  we  chose  a  sys- 


circuit-switch  business. 

"We  saw  this  coming  four  years  ago," 
says  Franco  Plastina,  president  of  the 
wireless  and  carrier  networks  division  of 
Nortel.  "It  wasn't  ever  a  matter  of  trying 
to  protect  our  old  business.  We  knew  we 
had  to  embrace  the  future." 

Cable  &  Wireless  will  spend  $1.4 
billion  on  a  Nortel  Softswitch  network. 

Soft  Underbelly 

The  market  for  traditional  circuit 
switches  has  gone  flat.  But  sales  of 
new  Softswitch  technology  will  explode 
in  the  next  few  years. 


Worldwide  revenues 
$30  bil  (ratio  scale) 


10 


0.1 


Traditional  circuit  switches 

x" 

~r  Softswitches  and 
f       media  gateways 


Source:  Synergy  Research  Group. 
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DataVon,  a  newlong-distance  carrier  in 
Dallas,  rolled  out  Nortel  softswitches  a 
few  months  ago.  "Back  in  the  early 
1980s  MCI  took  on  AT&T  and  had  the 
advantage  of  not  being  stuck  with  all 
that  antiquated  equipment.  Today  we 
are  where  MCI  was  20  years  ago.  They're 
the  ones  saddled  with  the  antiquated 
technology,"  says  Steven  Holden,  chief 


break  apart  the  functions  into  diffei 
boxes.  In  the  good  old  days  compai 
like  Lucent  and  Nortel  did  the  wh 
shebang  themselves.  They  built 
switch,  developed  the  software  to  ro 
phone  calls  and  even  developed 
extra  features  like  voice  mail.  If  j 
bought  a  Nortel  switch,  you  relied 
Nortel  for  all  of  the  software. 

A  Softswitch  network  blows  t 
model  to  bits.  Devices  called  me 
gateways  handle  the  physical  transp 
duties.  But  the  "brain" — the  softswi 
itself — resides  on  a  different  compu 
A  single  Softswitch  can  manage  doz 
of  media  gateways. 

Carriers  like  this  model  beca 
they  are  no  longer  tied  to  a  single  si 
plier.  They  can  buy  servers  from  S 
media  gateways  from  Cisco  or  Sonus 
Tellabs;  switching  software  from  yoi 
companies  like  IPverse  or  Vsys;  a 
voice  mail  and  other  features  fr 
companies  like  Iperia,  a  newcomer 
Burlington,  Mass. 

The  telcos  also  can  write  their  oi 
software  to  create  new  services,  aim 
to  generate  extra  revenue  by  letting  p< 
pie  do  things  like  decide  where  they  wi 
to  receive  their  calls — at  work,  home 
on  the  move — by  making  a  few  clicks 
a  Web  site.  "The  most  exciting  thing 
us  is  being  able  to  do  more  things  a 
offer  customized  features,"  says  Willi; 
Leighton,  a  vice  president  at  AT&T  Lat 
ratories  in  Middletown,  N.J. 

But  the  big  driver  is  cost.  Instead 
deploying  dozens  of  circuit  switches 
$2  million  to  $5  million  each,  a  carr 


IT  S  THE  BIGGEST  REVOLUTION  SINCE  BELL,INVENTEO,THE  TELEPHONE! 


tern  with  lower  costs." 

In  BT's  case,  the  softswitches  came 
not  from  some  upstart  but  from  a  ven- 
dor threatened  by  the  stripped-down 
technology — Nortel.  Even  though  Nor- 
tel might  have  made  twice  as  much 
money  if  BT  h:<d  bought  its  traditional 
switches  instead,  the  switchmaker  touts 
the  deal  as  a  major  coup.  The  Canadian 
telecom  supplier  came  late  to  the 
Softswitch  market  but  now  is  pushing 
softswitches  with  a  rengi  nee,  saying  it 
has  no  choice  bu!  to    mnibalize  its  old 


operating  officer  at  DataVon. 

Big  carriers  initially  will  use 
softswitches  to  carry  the  Internet  traffic 
that  now  burdens  their  circuit  net- 
works, which  were  designed  to  carry 
voice,  not  data.  But  gradually,  in  the 
next  five  to  ten  years,  carriers  say  they 
will  phase  out  their  old  TDM  (time  di- 
vision multiplexing)  switches  and  run 
voice  and  data  over  IP  (Internet  Proto- 
col) packet  networks. 

Softswitches  perform  the  same 
function  as  a  circuit  switch,  but  they 


can  install  relatively  cheap  media  ga 
ways  and  control  them  all  with  a  sinj 
Softswitch.  "When  you  add  up  the  cc 
of  the  Sun  server,  our  software  and  t 
media  gateways,  our  solution  is  on 
quarter  to  one-tenth  the  cost  of  a  TE 
solution,"  says  Arthur  Klein,  chief  exe 
utive  at  IPverse,  a  Softswitch  compai 
in  Sunnyvale,  Calif. 

That  is  sweet  music  to  the  ears  1 
carriers.  But  for  companies  like  Luce 
and  Nortel,  softswitches  deliver  a 
winian  imperative:  Evolve  or  die. 
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Hardwired 

Cell  phones  and  PDAs  are  swamped  by 
a  babel  of  computer  languages.  One 
solution:  Make  the  gadgets  think  less. 


BY  DANIEL  FISHER 

THE  WIRELESS  WEB  WAS  SUPPOSED 
to  unchain  workers  from  their 
desktops  and  let  handheld  gadgets 
turn  streams  of  invisible  bits  into  stock 
portfolios,  music  and  shopping  sprees. 

It's  a  lot  harder  than  it  looks.  Han- 
dling data  streams  in  a  dozen  divergent 
formats — from  Web  pages  to  Java  com- 
mands to  Wireless  Application  Proto- 
col, or  WAP — overwhelms  the  cheap, 


old  electrical  engineer, 
founded  Chicory  in  Octo- 
ber 1999  after  starting  out 
at  Texas  Instruments  de- 
signing top-secret  radar 
systems  and  later  joining 
IBM  to  develop  swift 
processors  for  $50,000 
workstations.  At  IBM  he  mastered  a 
software  trick  called  "just-in-time 
compiling,"  which  analyzes  the  flow 
of  instructions  surging  toward  a  mi- 
crochip and  identifies  all  the  repeti- 
tive or  redundant  steps  that  can  be 
eliminated. 

Chicory  came  up  with  a  way  to 
embed  this  software  trick  directly  into  a 
half-millimeter-square  section  of  a  sili- 
con chip,  making  an  otherwise  slow- 


chine  code,  many  of  them  repetitive 
Instead  of  handling  them  one  ; 
time,  Chicory's  HotShot  accelera 
looks  for  all  the  "plus-2"  instruction 
once  and  reduces  them  to  a  single  dii 
tive.  HotShot  accomplishes  this  mo 
by  absorbing  strings  of  up  to  100  J 
byte-codes  at  once,  each  consisting 
eight  bits  of  information.  These  lc 
strings  cascade  through  the  pathw 
burned  into  the  silicon  until  they  fin 
match,  and  then  the  HotShot  fires  oi 
simplified  instruction  to  the  mic 
processor.  In  tests  using  conventio 
cell  phone  chips,  Chicory  reduced 
time  required  to  decrypt  a  40-stock 
from  18  seconds  to  1.6.  Derrick  clai 
the  HotShot  can  translate  Java  code 
to  35  times  as  fast  as  conventional  ch 
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STEP  1 

A  Java  applet  and 
attached  photo  are 
beamed,  in  com- 
pressed form,  over 
a  wireless  link. 


STEP  2 

Chicory's  circuitry 
decompresses  the 
applet  using  sili- 
con, not  software. 


STEP  3 

The  Java  instruc- 
tions get  converted 
into  machine  code, 
or  ones  and  zeros. 


Mobil 
application 
provider 
(server) 


OOIIIOIOIIOOOIIIOIOIIOI 
II0I00I0II00I0II0I00I0 

Wireless  link 


STEP  4 

The  ones  and  zeros 
enter  the  phone's 
microprocessor, 
which  then  runs 
the  applet. 


STEP  5 

Chicory's  circuitry 
then  decompressi 
the  photo  in  sili- 
con, not  software 
Time  saved:  95%. 


mi 
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simpleminded  chips  in  most  cell 
phones  and  personal  digital  assistants 
(PDAs).  Decrypting  a  40-stock  portfolio 
can  take  18  seconds,  an  eternity  in  wire- 
less time.  The  only  thing  swift  here  is 
the  drain  on  the  battery. 

More  muscular  chips  aren't  the 
answer— they  cost  too  much  and 
consume  too  much  power.  One  upstart, 
Chicory  Systems  of  Austin,  Tex.,  pursues 
the  opposite  approach: 
Because  the  chips  aren't  up 
to  the  task,  they  should  be 
made  to  think  less. 

John  Derrick,  a  33 -ye . 


witted  cell  phone  chip  behave  like  a  ge- 
nius. Its  first  product  accelerates  the 
translation  of  ubiquitous  Java  code  into 
bits,  the  ones  and  zeros  that  every  digi- 
tal device  can  understand.  Java  is  effi- 
cient at  zipping  lots  of  data  across  a 
network,  but  it  overworks  processors 
upon  arrival.  Calculating  the  addition 
of  the  number  2  to  a  variable,  for  exam- 
ple, can  generate  27  instructions  in  ma- 


"IT'S  LIKE  A  HAMMER  BUILT  FOR  THE 
NAIL  YOU'RE  TRYING  TO  DRIVE." 


Software  SKgJSi         Silicon  H 

and  cut  battery  consumption  by  95% 
"It's  like  using  a  hammer  built 
the  nail  you're  trying  to  drive,  inste 
of  a  shovel  or  a  hoe,"  he  says. 

To  found  the  company,  Derr: 
raised  $5.3  million  from  tech  cons 
tancy  Convergent  Group,  data  store 
firm  Crossroads  Systems'  chief  exec 
tive,  Brian  Smith,  and  two  partners 
Austin  Ventures.  In  six  months  his  eij 
engineers  had  a  worki 
prototype. 

HotShot  doesn't  : 
place  the  microprocess 
it  only  makes  it  faster 
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Chicory's 
John  Derrick 
makes  chips 
think  less, 
not  more. 


and  therefore  doesn't  di- 
rectly threaten  a  formi- 
dable rival  such  as  Intel. 
Chicory  plans  to  license 
its  speedy  design  to 
chipmakers  so  they  can  add  muscle  to 
low-end  chips  for  wireless  devices. 

Chicory,  still  privately  held,  has  yet 
to  announce  any  deals  with  customers, 
but  Derrick  says  he's  negotiating  with 
several  big  electronics  and  semiconduc- 
tor makers.  Chicory  already  is  pitching 
designs  for  accelerating  the  processing 
of  video  and  audio  streams,  as  well  as 
accelerators  for  converting  code  written 
for  cell  phone  chips  designed  by  ARM, 
the  British  shop,  into  code  that  can  be 
read  by  Pentiums  and  other  chips. 

Chicory  stands  a  good  chance  of  in- 
vading the  low  end  of  the  market  for 
wireless  devices,  says  Max  Baron,  editor 
of  Microprocessor  Report.  "In  a  market 
where  everything  has  to  be  portable 
and  fit  in  your  pocket,  the  Chicory  ap- 
proach will  work  better,"  Baron  says. 
For  Derrick  it  all  comes  down  to  a  sim- 
ple design  criterion:  Less  is  best.  F 


WIRELESS 


Invisible  City 

A  slew  of  high-tech  giants  are  betting  that  a  tiny  Finnish 
software  company  can  turn  the  wireless  Web  into  a  reality. 


BY  RICHARD  C.  MORASS 

GULLS  SCREECH  OVER  ARABIAN- 
ranta,  a  bleak  square  mile  indus- 
trial site  flush  against  Helsinki's 
Bay  of  Finland.  In  a  few  years  the  birds 
will  have  plenty  of  company:  billions  of 
bits  of  data  crisscrossing  in  a  dense  high- 
speed wireless  network.  On  this  lot  the 
Finnish  government,  the  city  and  local 
landlords  plan  to  sink  $1  billion  into  a 
new  neighborhood,  the  Helsinki  Virtual 
Village,  where  every  business  and  citi- 
zen will  share  a  tetherless  link. 

Later  this  summer  the  300  busi- 
nesses in  the  area,  mostly  design,  media 
and  technology  firms,  will  start  testing 
new  mobile  services  and  handsets  at 
speeds  up  to  144  k    bits  per  second. 


Residents  will  use  their  handsets  to  syn- 
chronize calendars  for  impromptu 
gatherings,  hire  cabs,  signal  where- 
abouts to  others  and  remotely  turn  on 
coffee  grinders.  By  2005  the  villagers 
will  be  communing  with  third-genera- 
tion, or  3G,  service,  faster  than  300  kilo- 
bits per  second,  capable  of  handling  de- 
cent video  and  CD-quality  music. 

The  village's  digital  architects  in- 
clude big  names  like  IBM,  Nokia  and 

ORDER  LUNCH, CHARGE 
AND  GET  IT  DELIVERED, 
-  ALL  VIA  MOBILE  PHONE. 


Finland's  giant  telecom  carrier  Son 
But  for  one  company,  tiny  Helsi 
software  firm  Digia  Oy,  the  project 
coming-out  party  on  a  grand  sc: 
Digia's  assigned  role  is  to  build  the 
lage's  software  infrastructure  and  cc 
up  with  services  that  work.  So  far  it 
fers  dozens  of  applications  that  al 
people  to  create  bulletin  boards,  w 
less  chat,  calendars,  Web  pages,  re 
shops  and  document  archives.  Next 
plication:  order  lunch,  charge  it  and 
it  delivered  to  your  desk,  all  via  mob 
Selling  compelling  data  applicati 
has  become  the  obsession  of  every 
ropean  and  U.S.  wireless  carrier.  In 
rope  giants  like  Vodafone  and  Deuts- 
Telekom  spent  $100  billion  on  new 
spectrum  licenses.  Carriers  in 
U.S.  spent  another  $  1 7  billion 
spectrum.  To  even  hope  to  e! 
back  that  money,  they  now  n< 
to  come  up  with  compelling  n 
services  that  will  drive  traffic. 
Where  better  to  learn  tl 
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Triple  Performance 

with  Oracle  9/ 

Application  Server. 


Our  high-speed  cache, 
coupled  with  our  database, 
will  run  your  web  site 
at  least  3x  faster  than 
IBM,  Microsoft  or  BEA 
or  we  will  give  you 
$1,000,000  in  cash. 


SOFTWARE  POWERS  THE  INTERNET 


For  important  details,  conditions  and  limitations  visit  www  oracle.com/guarantee 


t  ©2001  Oracle  Corporation  All  rights  reserved  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  ol  Oracle  Corporation  Other  names  may  be  trademarks  of  their  respective  owners 


 I£.CJMM.DJJQ  SXf  WIRELESS 


The  Helsinki  Virtual  Village,  a  town  built  to 
test  broadband  wireless,  is  a  Finn  Utopia. 


"FIRMS  WILL  THROW  THINGS  AGAINST  THE  WALL  TO  SEE  IF  THEY  STICK 


Finland?  It's  Nokia's  home  turf  and  a 
land  where  seven  out  of  ten  people  have 
cell  phones;  ages  14  to  24,  almost  ten 
out  of  ten  have  gone  wireless.  "Wireless 
product  cycles  have  become  very  short, 
and  there's  no  time  anymore  for  a  lot  of 
market  research,"  says  Pekka  Sivonen, 
Digia's  39-year-old  founder  and  chair- 
man. "The  Virtual  Village  will  allow 
companies  to  just  throw  things  against 
the  wall  to  see  if  they  stick." 

Sivonen,  a  former  journalist, 
founded  Digia  in  1997  to  create  appli- 
cations for  the  Symbian  mobile  data 
platform.  Symbian  was  formed  that 
year  by  equipment  rivals  Nokia,  Mo- 
torola, Ericsson,  Matsushita  and  Psion. 
Their  goal  was  to  build  and  license  a 
mobile  operating  system,  called  EPOC, 


to  prevent  Microsoft  from  extending  its 
control  of  the  PC  to  the  wireless  world. 
Sivonen  estimates  that,  of  the  525  mil- 
lion handsets  expected  to  sell  this  year, 
10%  to  20%  will  be  running  on  EPOC, 
with  the  bulk  running  on  Microsoft, 
Palm  and  the  proprietary  software  of 
the  handset  manufacturers. 

But  Symbian  provides  only  a  soft- 
ware chassis.  To  get  the  platform  to  ac- 
tually mesh  with  a  panoply  of  service 
providers  and  mobile  phones,  the  Sym- 
bian software  has  to  be  tweaked  and 
tailored  to  each  customer — and  that's 
where  Digia  can  thrive.  Sivonen  says 
Symbian  provides  60%  of  the  operating 
platform;  Digia  adds  the  rest.  Digia  was 
one  of  the  first  partners  Symbian 
picked  to  do  the  tweaking. 


Digia  derived  its  modest  $6  mil 
in  revenue  last  year  mostly  from  « 
suiting  fees  for  software  designs  foi 
next  generation  of  handsets  f] 
Nokia  and  Motorola.  Sivonen  saya 
early  glimpses  into  the  mobile  ph< 
of  the  near  future  have  pushed  his  1 
company  into  building  so-called  2 
applications,  such  as  games  and  tr. 
ing,  that  operate  on  144-kilobit-] 
second  networks.  Fees  from  licen, 
these  applications  to  wireless  can) 
will  account  for  the  bulk  of  its  reven 
The  first  of  these  products  will  be  a1 
able  by  the  end  of  the  year. 

Sivonen's  background  as  a  jour 
ist  and  founder  of  three  earlier  corr 
nies  has  come  in  handy  in  drumn 
up  attention — and  backing — for 
company.  Fourteen  mor 
and  134  flights  mostly  ac 
the  Afiantic  yielded  $33  i 
lion  in  December  fr 
Cisco,  GE,  Intel,  Sony,  Sor 
and  Investor  AB,  the  veh 
of  Sweden's  Wallenberg  f; 
ily.  Sivonen  intends  to 
the  proceeds  to  get  his  s 
up  to  300  by  year-end  ; 
revenues  up  to  $  1 7  millio 
The  Virtual  Village  co 
end  up  a  costly  governme 
designed  white  elephant, 
it  will  make  for  a  lively  P 
lab  for  Digia. 
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■  Digital 

i  MAG  E  R 


A  business  needs  to  be  connected. 
In  every  way. The  Sharp  Digital 
Imager  series  copier/printers  are 
seamless,  state-of-the-art  document 
management  solutions  that  can 
connect  you  to  tomorrow.  Connect 
with  Sharp-engineered  document 
management  and  diagnostic 
software  to  every  node  of  your 
business.  Connect  with  Sharp's 
versatile  and  flexible  controllers. 
Connect  with  one  of  the  most 
responsive  dealer  networks  around. 
From  desktop  to  high  volume, the 
fully  integrated  Sharp  Digital  Imager 
Series  will  get  you  connected.  And 
keep  you  connected. Visit  our  web 
site  or  call  1-877-78-CONNECT  now. 


www 
1-8 


s  h  a  r 


p-usa.com 

(1-877-782-6663) 


l)GY  MEDICINE 


Bloodbath 

A  race  is  on  to  produce  perfectly 
pure  blood,  just  in  time 
for  the  next  big  AIDS  scare. 


BY  CHANA  R. SCHOENBERGER 

AIDS  HAS  KILLED  22  MILLION  PEO- 
ple  worldwide,  and  another  36 
million  are  infected  with  HIV,  the 
virus  that  causes  the  dread  disease.  Yet 
the  potential  looms  for  the  appear- 
ance of  an  even  hardier  new  virus  as  ' 
dangerous  as  HIV.  "It's  been 
the  feeling  that  there  will  be 
another  virus.  Nature  is 
very  clever  that 
way,"  says  Rebecca 
Haley,  the  Red 
Cross'  chief 
medical  officer. 

The  arrival  of 
a  new  predator 
would  put  the  en- 
tire blood  supply  at 
risk,  and  in  that  threat  lies 
a  business  opportunity:  pro- 
viding absolutely  "clean" 
blood.  Before  the  Red  Cross 
began    screening  donor 
blood  for  the  AIDS  virus  in 
1985,  9,000  Americans  were 
infected    through  blood 
transfusions.  In  the  60  mil- 
lion transfusions  since 
then  only  41  people 
have  contracted  the 
immune-system  dis- 
ease. Yet  intruders 
still     evade  the 
screening;  doctors 
don't  have  a  way  to 
spot  blood  samples 
carrying  unknown 
megaviruses  or  other 
evil  agents — bacteria  and 
parasites  such  as  babesia 
from    deer-borne  ticks, 
which  h  is  killed  at.  least  two 
people  since  3  998. 

Such  threat:  have  set  off 
a  race  to  co"> e  ;  p  with 


chemical  agents  to  filter  out 
everything  in  the  blood  but  the 
red  cells,  platelets  and  plasma. 
The  leading  contenders  are  two 
public  companies,  Cerus  of  Con- 
cord, Calif,  and  V.  I.  Technologies, 
known  as  Vitex,  based  in  Water- 
town,  Mass.  Both  firms  are  in 
clinical  trials  with  products  due  out  in 
the  U.S.  in  as  little  as  two  years.  Each 
has  a  big  corporate  backer:  Baxter  In- 
ternational of  Deerfield, 


Here  Come  the 
Plasma  Police 


1.  TARGETING 

To  wipe  a  unit  of  plasma  clean,  Cerus  designed 
psoralen  compound  S-59  (red)  to  penetrate 
white  cells,  viruses,  and  germs.  Once  inside,  the 
psoralen  seeks  out  RNA  or  DNA  (the  DNA  double 
helices  are  shown  in  green  and  yellow). 


2.  DOCKING 
S-59  inserts  itself  between  the 
"rungs"  of  the  DNA  ladder,  the 
body's  genetic  blueprint,  com- 
posed of  base  pairs  of  nucleic 
acids  (highlighted  in  blue). 


LINKING 

Shining  ultraviolet  light  on  the  blood 
spurs  the  psoralen  to  first  link  to 
one  strand  of  DNA. 


111.  owns  15%  of  Cerus,  and  filterm 
Pall  Corp.  of  East  Hills,  N.Y.  has  an 
stake  in  Vitex. 

Forty  million  red  cell  units  ( 
milliliters  each)  are  transfused  an 
ally  worldwide.  A  unit  of  normal, 
cells  costs  $100  in  the  U.S.  Inactiva 
the  viruses  could  tack  on  $50  to  $ 
That  could  become  a  $l-billion-a- 
market  if,  say,  25%  of  all  unit? 
through  supercleansing.  Screen 
platelets  and  plasma  could  yield  $1 
lion  a  year  more. 

The  question 
whether  insurers  wil 
willing  to  cover  up  to  c 
ble  the  cost  of  curi 
blood  transfusions 
what  amounts  to  on) 
slight  reduction  in  the 
ready  tiny  chance  th. 
patient  will  be  infectec 
tainted  blood.  The  ris] 
HIV  infection  via  tran 
sion  already  is  dow 
one  in  1.3  mill 
units  of  blood. 

Medicare  ha; 
ready  set  a  pre 
dent,  paying  $ 
per  unit  (up  fr 
15  typically)  fc 
virally  inactivated  p 
ma  trademarked  by  V 
as  PLAS+SD.  It  isn't  perl 
killing  only  a  partici 
kind    of    virus — th 
housed    in  fatty 
velopes,"  such  as  HIV  ; 


UV  light 


4.  CROSSLINKING 

The  light  forces  the  psoralen  to  complete  a  link  with 
the  other  DNA  strand.  Pathogens  and  dangerous 
white  cells  with  crosslinked  DNA  and  RNA  are  pre- 
vented from  replicating  and  causing  harm  to  the  patient. 
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Introducing  Sprint  ElSolutions""  Picture  a  team  of  Technical  Solutions  Consultants,  900  strong.  Responding  at  the 
speed  of  E,  not  Zzz.  Consulting  with  the  expertise  of  decades,  not  days.  Customizing  a  complete  portfolio  of  E-services  into 
a  single  solution  for  your  entire  enterprise.  Putting  out  E-fires,  24/7.  Designing,  building,  implementing,  and  operating  Internet 
infrastructure  solutions  from  the  WAN  to  the  desktop.  Now,  customer  experience  is  hero.  And  service  is  always 
on  call  See  the  difference  for  yourself:  1  877  495-3501  ext.  11  or  www.sprintesolutions.com/backbone11 


Sprint  Sprint  Evolutions 
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Buy  The 
Aeiw  Chair 
For  Less! 


•  In  Stock...Fast 
Delivery! 

•  Thousands  Sold 

•  Authorized 
Herman  Miller 
Retailer 

•  Best  Price 
Anywhere! 
Only  $699! 


Toll  Free 

866-280-LESS 


(www.FM.Sil4Less.com) 


TECHNOLOGY  MEDICINE 


To  Someone 
Who  Stutters, 
It's  Easier  Done 
Than  Said. 

The  fear  of  speaking 
keeps  many  people  from 
being  heard.  If  you  stutter 
or  know  someone  who 
does,  write  or  call  for  our 
free  informative  brochures 
on  prevention  and 
treatment  of  stuttering. 


■ Stuttering 
.  Foundation 

of  America 


1 


A  Nonprofit  On  i:.; ; ..  - 
Since  1947 — Helping  Those  Who  Stutter 

1-800-992-9392 

www.stuttenngh 

3 1 00  Walnut  Grove  Road .  r03 
P.O.  Box  11749  •  Memphis,  TN  38U1-0749 


herpes.  Envelope-free  viruses,  such  as 
Hepatitis  A,  must  be  screened  out  man- 
ually at  Vitex's  plant. 

The  next  wave  of  cleansers  may  kill 
all  germs,  using  a  biochemical  process 
of  elimination,  as  opposed  to  scrubbing 
detergents.  Red  cells,  plasma  and 
platelets  lack  DNA  and  RNA,  the  body's 
basic  genetic  codes  for  cell  growth.  Be- 
cause DNA  and  RNA  are  present  in  any 
intruder  that  infiltrates  a  sample  of 
blood,  new  cleansers  can  free  the  blood 
of  all  foreign  pathogens  by  hunting 
down  and  killing  anything  that  con- 


lion  in  revenue  last  year  but  has  j 
million  left  in  research-funding  ccj 
mitments  from  Pall. 

"They  have  a  magic  silver  bull 
says  Pall  Chief  Executive  Eric  Krasn^ 

Cerus,  founded  in  1991,  makes 
same  claim.  Its  Intercept  product,  o\ 
inally  developed  at  the  University 
California  at  Berkeley,  uses  compouj 
called  psoralens,  found  in  citrus  plai 
to  stop  the  replication  of  DNA  and  Rl 
When  exposed  to  ultraviolet  lig 
Cerus'  psoralens  bind  two  strands 
DNA  together  so  they  can't  split  ap 


THE  NEXT  WAVE  OF  BLOOD  CLEANSERS  MAY 
KILL  ALL  GERMS  USING  A  PROCESS  OF  ELIMINJ 
TI0N  AS  OPPOSED  TO  SCRUBBING  DETERGENT 


tains  these  nucleic  acids. 

Vitex  acquired  its  cleansing  technol- 
ogy when  it  bought  Pentose  Pharma- 
ceuticals in  Cambridge,  Mass.  in  No- 
vember 1999.  Pentose  had  spent  three 
years  refining  a  small  molecule  to  bind 
to  viral  DNA  and  RNA,  in  the  hopes  of 
sterilizing  a  virus  for  use  as  a  vaccine. 
"It  occurred  to  us  that  we  had  come  up 
with  a  method  for  general  inactivation 
of  viruses,"  says  Dr.  Samuel  Ackerman, 
former  chief  of  Pentose  and  now 
Vitex's  chairman. 

Its  experimental  cleanser,  a  colorless 
fluid  called  Inactine,  needs  24  hours  to 
purify  a  unit  of  red  cells.  Washing  the 
red  cells  removes  the  Inactine,  the 
viruses  and  the  germs  from  the  blood. 

Vitex's  early-stage  clinical  trials  suc- 
cessfully killed  every  pathogen  in  a  unit 
of  blood  to  the  limits  of  detection 
which,  in  the  case  of  HIV,  is  fewer  than 
ten  virus  particles  per  unit.  The  com- 
pany is  now  testing  in  humans  to  see  if 
its  clean  blood  is  as  safe  as  regular 
blood.  It  hopes  to  enter  final-stage  test- 
ing later  this  year  and  win  FDA  approval 
in  2003. 

Pall,  which  sells  50%  of  the  blood- 
filtering  supplies  used  by  the  country's 
200  blood  banks,  will  manufacture  and 
market  Inactine  and  keep  half  the  prof- 
its. Vitex  lost  $15  million  on  $41  mil- 


and  replicate. 

Intercept  works  well  on  translud 
platelets  and  plasma,  but  Cerus  had 
make  a  synthetic  psoralen  for  red  cet 
which  are  too  dark  to  let  ultravio 
light  trigger  natural  psoralens  into 
tion.  The  company's  plasma  a 
platelet  products  successfully  killed 
detectable  pathogens  it  faced  in  a  serj 
of  studies  through  1995.  Now  in  la 
stage  human  trials,  Cerus  hopes  to 
European  approval  for  its  platelet  pro 
uct  this  year.  A  red-cell  product  is  q 
years  off. 

Cerus  has  burned  through  $1 
million  in  the  past  decade.  Last  yeai 
lost  $36  million  on  research-grant  rej 
enue  of  $2  million.  Baxter,  a  diagnq 
tic  giant  with  $7  billion  a  year  in  rei 
enue,  has  invested  $130  million  sin 
1993.  It  aims  to  reap  a  return  by  maj 
ufacturing  and  distributing  Interce| 
products  and  pocketing  50%  to  70 
of  the  revenue. 

Neither  firm's  technology  is  provej 
and  clinical  trials  have  a  long  way  to 
but  investor  hopes  are  high.  Cerus,  wi 
no  products  yet,  sports  an  $861  millio 
market  valuation.  Vitex's  market  cap 
$128  million.  Those  numbers  may  hoj 
up  if  these  purifying  technologies  a 
help  stop  the  emergence  of  a  deac 
new  epidemic. 
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The 


to 


Protect 


Thomas  E.  Noonan 
Chairman,  President  and  CEO 
Internet  Security  Systems 


We    have   the    Power  to  Manage 


The  integrity,  availability  and  privacy  of  information  can 
make  or  break  your  business.  Internet  Security  Systems 
(ISS) — the  world  leader  in  Managed  Security  Services — 
gives  any  organization  consistent,  sophisticated  protection 
without  the  costly  overhead  of  establishing  an  in-house 
operation.  From  state-of-the-art  monitoring  to  a  secure 
Internet  portal  with  24x7  access  to  the  experts  protecting 
your  network,  ISS  is  the  proven,  most  reliable  and 
knowledgeable  resource  for  any  security  management 
need.  In  fact,  since  1995  over  1,500  organizations  have 
chosen  our  Managed  Security  Services  to  protect  their 
critical  online  infrastructure.  It's  your  business;  protecting 
it  is  ours. 


Managed  Security  Services 
are  also  available  through 
one  of  our  more  than  20 
"Powered  by  ISS"  partners. 


www.iss.net 
1-800-776-2362 
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Digital  Tools  By  Stephen  Manes 


Frustration  in  the  Air 


Networking  without 
wires  can  be  almost 
heavenly.  Getting  it 
to  work  can  be 
downright  hellish. 


FOR  A  PREVIEW  OF  WHAT  HELL  MIGHT  BE  LIKE,  TRY 
setting  up  a  wireless  home  network  of  Windows 
computers.  A  blessed  few  may  miraculously  get 
things  working  in  short  order.  The  damned,  or  as 
Apple  used  to  say,  "the  rest  of  us,"  will  be  cursing 
the  digital  futility  of  their  umpteen-hundredth  reboot. 

The  wonderful  idea  behind  wireless  networking  is  that 
the  whole  house  suddenly  has  "Web  tone"  in  its  very  atmos- 
phere. With  no  ugly  cables  in  sight,  every  machine  in  the 
abode  can  share  one  high-speed  Internet  connection,  not  to 
mention  files  and  printers. 

The  reality  is  not  so  wonderful.  Vendors  supply  software 
and  documentation  only  a  $200-an-hour  consultant  could 
love.  The  software  drivers  for  Buffalo  Technologies'  AirSta- 
tion  prevented  my  machine  from  booting  up.  The  box  for 
D-Link's  USB  Wireless  Kit  shows  its  "access  point"  broad- 
casting the  Internet  from  a  cable  modem  to  several  comput- 
ers— a  stunt  unlikely  to  work  without  extra  hardware.  I 
could  go  on,  but  I  don't  have  a  week  to  spare. 

Manufacturers  deserve  only  part  of  the  blame.  Miserly  In- 
ternet service  providers  offer  misleading  information  designed 
mainly  to  keep  you  from  connecting  multiple  machines  to 
their  systems  without  paying 
more.  The  inconsistent  network 
plumbing  and  miserable  docu- 
mentation of  Microsoft's  oper- 
ating systems  virtually  guaran- 
tee befuddlement.  Macs  are 
hardly  perfect,  but  networking 
them  has  long  been  far  simpler. 

Two  incompatible  wireless 
standards  add  to  the  fun.  Wi-Fi, 
like  Apple's  AirPort,  uses  a  stan- 
dard called  802.11b  that  works 
at  up  to  1 1  megabits  per  second. 
It  is  also  popping  up  in  places 
like  airports  and  Starbucks  cafes 

where  new  public-access  systems  are  designed  to  work  with 
the  card  sticking  out  of  your  laptop.  A  few  laptops  even  come 
with  the  cards  and  antennas  inside. 

The  competing  HomeRF  system  offers  only  1.6  megabits 
per  second.  A  10-megabit  version  is  expected  later  this  year. 
Proponents  claim  HomeRF  has  special  talents  with  voice 
telephony,  but  for  now  it  competes  largely  on  price,  less  than 

$100  per  machine        Z  cards  or  USB  devices.  Though   I   stuff  simple  might  just  collect  a  windfall  out  of  thin  air. 

Stephen  Manes  (steve@aranky.co'-,  I  b  the  cohost  o/Digital  Duo,  a  weekly  public  television  series.  Find  past  columns 
at  www.forbes.com/manes  or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 


Apple's  802.11b  cards  H 
dropped  to  that  level,  oi 
vendors  ask  S30  to  $75  m[ 
USB  units  are  just  arrivin 
similar  prices. 

The  cheapest  option  i 
connect  a  transmitter  1 
Net-wired  computer  and  1 
serve  as  the  home's  dig 
hub.  But  that  scheme  puts 
machine  in  plain  view 
hackers,  requires  it  to  be 
whenever  other  machi 
need  Web  access  and  m£ 
the  system  depend  on  dii 
ously  reliable  software. 

A  better  but  costlier  si 
tion  uses  a  box  like  3Co 
$330  Home  Wireless  Gate) 
essentially  a  special-purr, 
computer  designed  to  si 
bits  around.  It  connects 
wire  to  a  cable  or  DSL  modem,  then  links  w 
lessly  to  Wi-Fi-enabled  machines  and  by  a 
to  as  many  as  three  computers  with  ch< 
standard  Ethernet  cards.  Because  gateways 
these  include  firewalls  and  dole  out  Net-in\ 
ble  addresses  to  local  machines,  they  can  1 
enforce  security.  But  the  3Com's  security 
never  reported  several  attacks  I  initiated  fr 
outside. 

When  all  this  works,  it's  magic.  With 
3Com  attached  to  a  cable  modem,  three 
two  rooms  away  happily  streamed  high-ba 
width  video  at  once,  at  least  until  I  took  one 
on  the  roof.  Running  the  microwave  oven  ■ 
made  the  pictures  freeze.  A  2.4-gigahertz  cc 
less  phone  may  cause  similar  problems. 

But  vendors  underplay  the  issues  of  security  and  encr 
tion,  introduce  needless  incompatibilities  and  offer  do 
mentation  that  stops  well  short  of  explaining  what's  net 
sary  to  get  everything  running  properly.  Mere  mortals  v 
fail  to  grasp  the  difference  between  a  DHCP  client  and  a  I 
server  will  give  up  in  disgust.  The  first  company  to  make  i 
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Elizabeth  Dodd's  investment  may  expire  before  the  patientsi 


Death  Wish 

Investors  in  insurance  policies  for  the  terminally  ill  are  watching  their  capital  get  annihilated. 


BY  CARRIE  COOLIDGE 

THE  IDEA  IS  CERTAINLY  HU- 
mane:  Mow  a  dying  person  to 
personally  collect  half  of  his  Life 
insurance  benefit  early  to  pay 
for  medical  care  and  creature 
comforts  that  ease  the  final  days.  These 
deals,  called  viaticals,  first  appeared  a 
decade  ago  in  response  to  *c  in  AIDS. 
Although  no  reliable  figure      - 1,  the  Na- 


tional Viatical  Association  estimates  that 
$50  million  of  policies  were  "viaticated" 
in  1990  and  $1  billion  in  1999,  with  $4 
billion  expected  for  2001. 

Middlemen,  called  viatical  settle- 
ment firms,  sell  the  policies  to  investors, 
whose  pooled  capital  provides  the  up- 
front payout  to  the  terminally  ill,  plus  a 
fee  of  20%  to  30%  of  the  death  benefit 
to  those  middlemen.  Investors  get  the 


entire  death  benefit  when  the  pati 
dies.  Peddling  viaticals  is  a  lucral 
business  for  the  independent  sa 
agents  who  sign  up  the  investors—; 
sales  commissions  of  9%  or  more  of 
death  benefits,  twice  the  commiss 
for  selling  an  annuity.  And  the  sa 
pitches  are  darn  convincing;  after 
death  is  a  sure  thing.  Sales  reps — u 
ally  financial  planners  or  insura: 
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its — promise  investors  lush  returns, 
rhis  is  a  pretty  ghoulish  way  to 
x  a  buck,  but  as  a  cold-blooded  in- 
ment  it  sounds  good.  Too  bad  for  a 
>f  viatical  investors  that  their  capital 
res  before  the  patients  do. 
rhat's  happening  to  Elizabeth 
Id,  79,  a  retiree  from  Collins,  Iowa 
)  in  1997  plunked  down  $46,000  for 
rtial  interest  in  four  policies,  each 
iring  someone  dying  from  AIDS. 
;uments  from  viatical  firm  Dedi- 
d  Resources  guaranteed  her  a  fixed 
rn  of  128%  in  two  years. 
A/ell,  three  years  later,  all 
patients  are  still  alive.  Not 
'  that,  turns  out  the  sales 
tract  requires  Dodd  to 
\  chipping  in  for  the  pa- 
ts' premiums  after  three 
s.  And  the  128%  guaran- 
return?  An  inflated  number.  Seems 
was  really  28%;  the  100%  part  was 
getting  back  her  principal.  By  next 
Dodd's  premiums  will  have  whit- 
her aftertax  return  to  just  4.5%,  cal- 
tes  Peter  Katt,  a  Kalamazoo,  Mich, 
jnly  insurance  expert.  And  if  the  pa- 
ts live  any  longer  than  that,  she  will 
:  losing  money.  Harry  A.  Payton,  an 
rney  for  Delray  Beach,  Fla.-based 
icated,  says  the  company  does  not 
rantee  returns.  That  may  be  true 
',  but  on  Dodd's  paperwork  a  28% 
rn  is  promised  and  other  words 
:radicting  that  claim  are  buried. 
Don't  investors  at  least  get  to  check 
before  paying,  the  real  medical  sit- 
on  of  the  patients  and  the  particu- 
of  their  policies?  Not  usually.  Some 
ical  firms  don't  even  provide 
ugh  information  to  show  that  the 
?nts  exist  and  their  policies  remain 
i  up  and  in  force,  says  Gloria  Gren- 
Afolk,  author  of  Viatical  Settlements: 
Investor's  Guide  (Bialkin  Books, 
8).  Even  when  they  do  furnish 
es  of  medical  records  and  policies, 
t  does  that  tell  you?  Not  much.  Be- 
;e  of  this  opacity,  says  planner  Katt, 
astute  investor  should  throw  a  viat- 
salesman  out  the  door." 
Beyond  these  questions,  the  viatical 


industry  lately  has  been  hit  with  a  batch 
of  outright  fraud  complaints. 

Carl  J.  Wahl,  52,  a  former  medical 
technologist  from  Occidental,  Calif., 
contends  that  viatical  firm  Mutual  Bene- 
fits altered  life  expectancies  on  the  poli- 
cies he  bought  to  convince  him  that  20 
patients  were  on  their  deathbeds,  leading 
him  to  believe  they  would  expire  within 
four  years.  That  was  four  years  ago.  Ac- 
cording to  his  lawsuit  against  Fort  Lau- 
derdale, Fla.-based  Mutual  Benefits,  he 
invested  $570,000  and  the  patients  are 


DISCLOSURE  OF  DYING  PEOPLE'S 
INSURANCE  POLICIES  AND  THEIR 


still  living.  An  attorney  for  Mutual  Bene- 
fits declines  to  comment. 

It  gets  worse.  Some  viatical  firms 
use  "senior  settlements,"  recruiting 
older  folks  who  are  neither  terminally 
nor  even  chronically  ill  to  take  out  life 
insurance  policies,  to  which  unsuspect- 
ing investors  buy  rights. 

Trouble  is,  insurers  can  rescind  poli- 
cies that  are  quickly  sent  to  viatical-land. 
Insurer  John  Hancock  is  going  to  court  to 
rescind  five  policies  with  a  total  death 
benefit  of  $5  million  sold  to  old  people  in 
Florida  allegedly  recruited  by  brokers 
who  had  the  policies  flipped  to  viatical 
firm  Future  First  Financial  Group.  In- 
vestors stand  to  get  screwed  if  Hancock 
succeeds  in  the  case,  set  to  go  to  trial  in 
May  in  Miami's  U.S.  district  court. 

Yet  another  viatical  scam,  called 
"clean  sheeting,"  involves  recruiting 
people  who  really  are  terminally  ill  but 
uninsured.  The  recruits  then  take  out 
an  insurance  policy  by  claiming  to  be 
healthy.  The  trick  is  to  make  sure  the 
death  benefit  is  small  enough — often 
$100,000  or  less — that  a  medical  exam 
isn't  required.  Of  course,  buying  one  of 
these  viaticated  policies  is  deadly  for  in- 
vestors: Should  the  underwriter  dis- 
cover the  fraud  within  two  years,  it  will 
cancel  the  coverage,  even  if  the  insured 


person  has  died.  Investors  get  stiffed. 

That  was  Alpha  Capital  Group's 
modus  operandi  when  the  New  York 
company  signed  up  AIDS  patients  to  take 
out  several  policies  each,  claiming  their 
last  doctor's  visit  was  for  innocuous  rea- 
sons like  a  flu  shot.  Some  patients  pock- 
eted as  much  as  $500,000  apiece  for  their 
part  in  the  1998-2000  scheme.  Alpha  ex- 
ecutives, who  pleaded  guilty  to  money 
laundering  and  mail  fraud,  are  awaiting 
sentencing  in  Tennessee.  Several  patients 
were  also  convicted. 

Another  egregious  viatical 
scam  was  masterminded  by 
Frederick  C.  Brandau,  owner 
of  now-defunct  Financial  Fed- 
erated Title  &  Trust.  His  Ponzi 
scheme  took  5,000  investors 
for  $117  million. 

Brandau's  investors  were 
told  Financial  Federated  owned  $117 
million  of  life  insurance  policies  from 
the  terminally  ill  and  promised  a  42% 
return  on  a  36-month  investment.  But 
Financial  Federated  actually  purchased 
policies  worth  only  $6.5  million  and 
misappropriated  the  remaining  funds 
to  support  Brandau's  lavish  lifestyle — 
exotic  automobiles,  boats,  helicopters 
and  vacation  homes.  Brandau  was  sen- 
tenced to  55  years  in  federal  prison  in 
January. 

Don't  count  on  government  regula- 
tors to  monitor  this  industry.  "No  one 
can  stop  viatical  firms  from  thumbing 
their  noses  at  regulators,"  says  Joseph 
Belth,  professor  emeritus  of  insurance  at 
Indiana  University.  There  are  25  states, 
including  Georgia,  Wyoming,  South  Car- 
olina and  Nebraska,  with  no  licensing  re- 
quirements for  viatical  selling.  Even  real 
estate  agents  hawk  them. 

The  Securities  &  Exchange  Com- 
mission has  tried  to  get  involved  by 
charging  one  viatical  firm,  Life  Part- 
ners, with  selling  unregistered  securi- 
ties. The  SEC  won  in  a  Washington, 
D.C.  federal  district  court,  but  that  rul- 
ing was  overturned  on  appeal.  Reason: 
These  rotten  investments  are  "insur- 
ance," overseen  by  the  states,  not  "secu- 
rities," regulated  by  the  SEC.  F 
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Gone  in  60  Seconds 

Retail  investors  are  flocking  to  new  bite-size  stock  index 
futures,  traded  electronically.  Be  afraid.  Be  very  afraid. 


BY  BRETT  NELSON 

AFFABLE  43-YEAR-OLD  STANLEY 
Simpson  used  to  make  a  good  liv- 
ing buying  and  selling  pork-belly 
futures  contracts  at  the  Chicago  Mer- 
cantile Exchange.  As  if  that  isn't  a  tough 
enough  line,  he  left  the  meat  pit  behind 
last  year  to  trade  index  futures  con- 
tracts full  time  online. 

Since  he  began  buying  index  con- 
tracts on  the  side  in  1994,  he  has  lost  $2 
million.  "I  don't  know  how  much 
longer  I  can  keep  doing  this,"  says  a 
wasted-sounding  Simpson,  who  at  least 
has  other  assets  to  sustain  him.  Why 
keep  at  it  at  all?  "I've  always  been  look- 
ing for  the  big  break,"  he  says. 

With  index  futures,  you  bet  on  the 
broad  moves  of  the  overall  market,  as 
opposed  to  particular  stocks.  And  since 
1997  index  futures  have  been  more  af- 
fordable— perhaps  treacherously  so — 
for  individual  investors  like  Simpson. 

That's  when  the  Merc  unveiled  its 
E-mini  S&P  500  E-mini  Nasdaq  con- 
tracts came  two  years  later.  Both  trade 
electronically  and  have  one-fifth  the 
notional  value  ol  their  big  brothers, 


which  are  traded  mainly  by  huge  insti- 
tutions. This  means,  to  get  started,  an 
individual  must  put  down  far  less  mar- 
gin, the  earnest  money  needed  to  take  a 
position.  The  margin  to  control  an 
E-mini  S&P  for  March  delivery  is 
$4,688,  versus  $23,438  for  the  big  S&P. 

In  three  years  most  of  the  140%  vol- 
ume growth  in  index  futures  contracts, 
a  field  dominated  by  the  Merc,  came 
from  the  E-minis.  Individuals  make  up 
a  growing  chunk  of  the  small-contract 
action.  At  Chicago  online  discount  fu- 
tures broker  Lind-Waldock,  E-minis 
have  grown  to  50%  of  all  orders  over 
the  past  year  or  so. 

Few  are  grinning  about  the  experi- 
ence. Of  those  who  trade  index  fu- 
tures, 75%  to  90%  will  end  up  in  the 
red,  estimates  the  National  Futures  As- 
sociation. That  may  be  acceptable  to  a 
large  insurer  trying  to  hedge  its  stock 
portfolio,  a  cost  of  doing  business.  It's 
not  so  great  for  a  speculator  like  Stan- 
ley Simpson. 

This  is  a  perilously  fast-moving 
world.  Like  the  time  Simpson  was 
ahead  $80,000  on  four  big  contracts, 


but  instead  of  walking  away,  he  m 
two  more  similar  trades.  Then 
watched  the  market  reverse,  erasing 
previous  gain  and  torching  $20, 
more  over  the  next  few  days. 

The  souped-up  ability  to  borij 
for  index  contracts  is  what's  so  en 
ing — and  dangerous.  Stock  invest) 
can  borrow  up  to  50%  of  the  shj 
price.  If  all  goes  well,  that  2-to-l  le\| 
age  generates  twice  the  return  on 
vested  capital;  it  also  can  cause  twj 
the  pain.  Well,  index  investors  can  g 
their  positions  in  the  neighborhooo 
15-to-l.  (Doomed  hedge  fund  Lo) 
Term  Capital  Management,  which 
more  than  $4  billion  in  1998  trad) 
bonds,  at  times  was  leveraged  30-to- 

Example:  Say  you  own  a  $60,( 
portfolio  of  stocks  that  tends  to  tr; 
the  market,  but  you're  bearish  in 
short  term.  Rather  than  suffer  the 
and  trading  costs  to  sell  a  bunch  of 
dividual  stocks,  you  could  sell  short 
E-mini  S&P  500  contract.  The  notio 
value  of  that  contract  is  the  point  va 
of  the  index,  recently  at  1250,  times ! 
per  point,  or  $62,500 — about  the  sizi 
your  portfolio.  If  the  index  slips 
points,  you  make  $2,500  on  that  wl 
presumably  losing  a  compara 
amount  on  your  portfolio. 

Now  consider  the  same  trade, 
this  time  you're  a  speculator;  that 
you're  not  hedging  a  portfolio  I 
merely  placing  bets  on  short-te 
moves  in  the  index.  Back  on  Jan.  3 
day  the  Fed  shocked  the  market  by  c 
ting  rates  half  a  percent,  launching 
S&P  70  points  in  just  minutes — t 
trade  would  have  lost  you  $3,500  \m 
nothing  to  offset  it. 

To  their  fans,  futures  offer  bene 
stocks  don't.  Futures  are  not  goverr 
by  an  "uptick"  rule,  meaning  that  > 
can  sell  short  in  a  down  market.  Mi 
trade  nearly  24  hours  a  day  via  a  p 
prietary  electronic  trading  platfor 
avoiding  brokers  who  scoop  up 
spreads  between  bids  and  offers.  Tl 
also  have  built-in  diversification — 
need  to  worry  about  a  single  negat 
earnings  announcement.  And 
course,  there's  all  the  leverage  to  m< 
nify  your  gains.  Or  losses. 
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ILLN  VESTING  STOCK  EOCUS 


Looking  For  Mister  Clean 

One  way  to  play  declining  interest  rates  is  with  bank  stocks. 
But  make  sure  you  avoid  those  with  sullied  balance  sheets. 


BY  MICHAEL  K.  OZANIAN 

BY  LOWERING  THE  FEDERAL  FUNDS 
rate  almost  a  full  percentage 
point  so  far  this  year,  Alan 
Greenspan  has  made  bank  stocks  pop- 
ular again.  In  general,  declining  inter- 
est rates  are  a  boon  to  a  bank's  earn- 
ings because  rates  on  loans  don't  fall  as 
fast  as  rates  on  deposits. 

The  bad  news:  During  the  past  few 
years  balance  sheets  have  deteriorated 
for  some  banks.  In  order  to  prop  up 
earnings,  these  banks  have  been  too 
slow  writing  off  delinquent  loans  and 
have  kept  reserves  against  future  bad 
loans  too  low. 

Eventually  banks  have  to  fess 
up  by  writing  off  bad  loans, 
adding  to  loss  provisions  and  tak- 
ing charges  against  earnings.  Bank 
One,  for  instance,  recently 
shocked  Wall  Street  by  reporting  a 
$1  billion  addition  to  its  loan-loss 
reserve,  a  move  that  gave  it  a 
fourth-quarter  loss  of  $512  mil- 
lion. At  First  Union  and  Bank  of 
America,  soured  loans  likewise 
delivered  sharp  earnings  declines. 


Extreme  Prejudice 


There  could  be  worse  to  come.  "I 
doubt  the  industry's  asset  quality 
problem  has  played  itself  out  yet,"  says 
James  Record,  director  of  banking  for 
SNL  Securities,  a  Charlottesville,  Va.  fi- 
nancial services  research  firm. 

We  culled  an  SNL  database  of  400 
banks  with  market  values  of  at  least  $1 
billion  and  looked  for  extremes:  banks 
with  balance  sheet  quality  much  worse 
or  better  than  the  usual.  The  banks  in 
the  top  half  of  the  table  below  have  bal- 
ance sheets  stronger  than  their  peers,  the 
ones  in  the  second  half  the  reverse. 

For  asset  quality  we  looked  at  both 


Do  lower  interest  rates  have  you  looking  for  bank  stocks?  According  to  SNL  Securi- 
ties, the  top  five  banks  are  fairly  safe  bets  because  of  their  superior  asset  quality 
and  high  reserve  levels.  The  bottom  five  issues  are  the  opposite. 


LATEST  I 

IUARTER 

Bank 

Price 

EPS 

P/E 

net 
charge-offs/ 
loans 

nonperforming 

assets/ 
assets 

reserves/loans 
vs 

actual  target1 

Associated  Banc-Corp 

$34  00 

$Z.46 

14 

0.10% 

0.34% 

1.35% 

2% 

M&TBank 

68.07 

3.44 

20 

0.16 

0.32 

1.65 

1 

Mercantile  Bankshares 

38.44 

2.51 

15 

0.04 

0.35 

2.07 

20 

Sky  Financial  Group 

17.75 

1.35 

13 

0.28 

0.28 

1.58 

3 

Westamerica  Bancorp 

37.13 

2.16 

17 

0.17 

0.25 

2.11 

18 

31.47 

0.12 

NM 

0.59 

0  50 

1.39 

-8 

2273 

1.32 

17 

0.42 

0.50 

1.34 

-32 

230 

11 

0.63 

0.77 

1.50 

-12 

2.13 

12 

0.46 

0.45 

1.42 

-13 

4.07 

16 

0.70 

0.70 

1.50 

-39 

Amount  rest 


above  or  below  levels  considered  adequate.  Sjurce:  SNL  Secuiities. 


net  charge-offs  as  a  percentage 
loans  and  nonperforming  assets 
a  percentage  of  assets.  Net  charj 
offs  are  loans  that  have  been  w< 
ten  off  the  books  minus  pre 
ously  charged-off  loans  that  hs 
been  recovered.  Nonperforming  ass) 
are  the  sum  of  nonaccrual  loans,  rej 
gotiated  loans  and  assets  acquir 
through  foreclosure.  The  industry  n 
dians  for  these  figures  are,  respective 
0.29%  and  0.42%. 

The  other  thing  to  look  at  is  II 
loss  reserve.  But  it's  hard  to  differen 
ate  safe  banks  from  risky  ones  just 
looking  at  reserves  as  a  percentage 
total  loans.  That's  because  default  ra 
vary  so  much  with  the  type  of  loan  I 
bank  makes.  This  is  where  SNL's  ana 
sis  of  bank  reserves  (last  colum 
comes  in  handy. 

SNL  starts  with  indusl 
charge-off  rates  for  various  ca 
gories  of  debt,  such  as  resident 
mortgages,  credit  card  debt  a 
automobiles,  during  the  past  t 
years.  From  these  figures  t( 
firm  estimates  a  "target"  resei 
level  for  each  bank.  Then  S 
compares  target  reserves  to  t 
bank's  actual  reserves.  By  tl 
measure  the  safest  bank  below 
Mercantile  Bancshares,  wh 
has  20%  more  in  reserves  thar 
statistically  needs.  Wachovia  is  3S 
below  SNL's  benchmark. 

SNL  concedes  that  its  estimate 
suitable  reserves  is  only  an  estimate 
would  need  access  to  intimate  deta 
of  the  banks'  lending  books  to  calc 
late  a  more  precise  number.  The  cm 
formula  is,  however,  capable  of  putti 
down  red  flags.  Two  years  ago  SI 
cited  Bank  One  as  one  of  ten  ban 
with  inadequate  reserves. 

Wall  Street  does  not  appear  to  ha 
fully  accounted  for  the  discrepancies 
asset  quality.  Safe  banks  Associat 
Banc-Corp  and  Sky  Financial  Groi 
have  P/Es  below  15.  Firstar,  one  of  t) 
risky  banks,  has  a  P/E  of  17. 

For  additional  data  items  on  the  t 
banks  listed  in  the  table  go  to  our  V\| 
site  at  www.forbes.com/bankstocks. 
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He  heard  the  axle  snap  and  the  tires  explode 
as  the  car  smashed  through  the  guardrail  and 
flew  off  the  cliff. 

"I  wonder  what's  on  the  radio,"  he  thought. 
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y  sweat  the  big  stuff?  Let  Aquila  help  turn  potential  disasters  for  your  business  into  real  opportunities. 
:ause  no  matter  what  hazards  you  have  to  steer  your  business  through  -  from  bad  weather  to  treacherous 
ket  conditions  -  we  can  offer  a  variety  of  customized  risk  management  solutions  that  will  put  you  in  control. 


ind  out  how  Aquila  can  make  seemingly  bad  news  sound  like  music  to 
r  ears,  give  us  a  call  at  1-800-891-3687  or  visit  us  at  www.aquila.com. 


Aquila 


A  UtiliCorp  United  Company 


__mU£t£±H  VESTING 


Capital  Markets  By  Maril} 

Cinderella  Bonds 


WITH  CORPORATE  CREDIT  QUALITY  DETERIO- 
rating  faster  than  a  speeding  bullet,  conserva- 
tive investors  are  eager  to  buy  bonds  issued 
by  solid  companies.  Once  upon  a  time,  utility 
bonds  were  safe  for  widows  and  orphans. 
Well,  that  was  before  deregulation.  Now  California's  two 
largest  utilities  have  dispelled  that  myth. 

Finding  safe  industrial  bonds  is  a  job  for  Sherlock 
Holmes.  Standard  &  Poor's  gives  only  10  industrial  corpora- 
tions an  AAA  rating  and  an- 
other 41  an  AA.  In  the  race  to 
buy  these  bonds  individual  in- 
vestors typically  lose.  In  the 
real  bond  world,  hedge  funds, 
mutual  funds,  bank  trust  de- 
partments, public  pension 
and  endowment  funds  get 
first  dibs. 

So  what's  a  risk-averse  in- 
vestor to  do?  Buy  taxable  mu- 
nicipal bonds. 

Aren't  munis  supposed  to  be  tax  free?  Not  always.  These 
oddball  bonds  grew  out  of  tax  reform  in  the  1980s,  when  the 
federal  government  banned  municipalities  from  using  their 
tax-exempt  status  to  subsidize  projects  that  do  not  benefit 
the  public  at  large — such  as  sports  stadiums.  And  there  are 
plenty  of  taxable  munis.  More  than  $66  billion  of  them  were 
issued  in  the  past  five  years. 

Interest  rates  are  high  because  you  owe  federal  income 
tax  on  the  interest.  However,  you  often  are  exempt  from 
state  and  local  tax  if  you  live  in  the  issuing  state.  That's  why, 
for  investors  in  high-state-tax  brackets,  taxable  municipals 
are  a  better  deal  than  corporate  bonds  of  comparable  credit 
quality.  And  they  have  a  lower  default  rate  than  corporates. 

The  sweet  part  is  that  there  are  plenty  of  taxable  munis 
rated  AAA.  And  they  out-yield  AAA  corporates  by  anywhere 
from  25  to  65  basis  points  (hundredths  of  a  percentage 
point).  I  consider  that  AAA  rating  well  deserved.  Taxable 
munis  are  often  insured  or  collateralized  with  certificates  of 
deposit  and  some  are  even  escrowed  to  maturity  with  U.S. 
governments — Treasurys,  Fannie  Maes,  etc. 

Where  are  all  the  small-investor  fans?  They  are  hard  to 
find.  Insurance  companies,  money  managers  and  public 
pension  funds  are  the  primary  owners. 

The  downside:  I  iquidity  isn't  terrific — spreads  between 


Taxable  munis  pay 
better  than  top- 
rated  corporates. 
And  they're  less 
likely  to  default. 


bid  and  ask  are  wide.  That's  why  these  bonds  are  more  si) 
able  for  buy-and-hold  individual  investors.  And  then  the] 
the  federal  tax  bill.  So  tuck  them  in  an  IRA  if  you  can. 

Taxable  munis  come  in  several  stripes  and  colors.  Thi 
are  taxable  revenue  bonds  (like  those  for  a  stadium,  whj 
gate  receipts  meet  debt  payments);  lease  revenues  (priva 
sector  occupants  pay  rent  to  the  municipal  owner);  and  a 
taxable  general  obligation  bonds.  There  are  even  taxa 
municipal  bonds  issued  to  raise  money  for  underfunc 

pension  obligations.  New  J 
sey,  for  example,  came  to  ml 
ket  with  such  a  bond.  Thj 
the  sort  of  issue  that  Congr 
can't  allow  to  be  tax-exem 
lest  states  concoct  outragec 
arbitrage  schemes. 

Here  are  three  taxa 
munis  I  like: 

New  York  State  Envirq 
mental  Facilities  7.051 
nominally  due  Mar.  15,  2021  but  prerefunded  so  that  tri 
will  be  paid  off  Mar.  15,  2008.  These  are  100%  collatei] 
ized  by  U.S.  government  securities.  They  are  federally  ti 
able  but  exempt  from  New  York  State  taxes.  The  bop 
are  priced  at  105.4  to  yield  6.27%  to  maturity  in  20| 
That's  123  basis  points  over  Treasurys.  Any  New  York  r 
ident  in  the  highest  bracket  would  have  to  get  an  ad 
tional  50  basis  points  from  a  corporate  to  equal  the  aft 
tax  yield  on  this  piece  of  paper.  Trading  is  reported  to  1 
Municipal  Securities  Rule  Board,  and  you  can  see  I 
number  of  trades  that  took  place  and  at  what  price 
the  previous  day  by  going  to  www.investinginbonds.coi 
Another  is  Chicago  Illinois  Tax  Allocation  6.8%  due  D 
1 ,  2005 — earmarked  for  economic  improvements  in  ( 
Chicago  Loop.  They're  priced  at  103.1  to  yield  6%  to  maj 
rity.  These  are  Ambac  insured.  Unfortunately,  they  are  sfc 
taxable  even  for  Illinois  residents.  But  look  at  that  yield 
compares  with  the  4.8%  you  get  on  four- year  Treasurys 
the  5.4%  on  a  AAA  corporate. 

The  third  is  the  Washington  State  general  obligation  t 
of  2010,  priced  at  98.3  to  yield  6.25%  to  maturity. 

Taxable  munis  long  have  been  considered  the  ugly  ste 
sisters  to  corporates.  I  think  they  have  the  pizzazz  to  becoi 
the  Cinderellas  of  your  portfolio.  They're  surely  the  be 
kept  secret  in  bondland. 


rihen  (.?  pres  lent  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles  fixed-income  money  manager 
uthor  of  The  Bon, ,  Sible.  Find  past  columns  at  www.forbes.com/Cohen  or  use  your  :CueCat  device  on  the 

ik  ',-L'ht)  to  take;      '  ere  instantly. 
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Discover  the  world  of  CHOPARD. 
For  over  1 40  years  Chopard's  exceptional 
timepieces  and  haute  jewelry  have  been 
created  with  a  passion  for  excellence. 
Visit  us  at  www.chopard.com 


The  original  AARON  BASHA  baby  shoe  charm 
collection,  18k  gold  with  diamonds  and  precious 

stones,  the  most  appropriate  and  emotionally 
expressive  gift  for  mothers,  represents  the  ultimate 
personal  tribute.  Visit  us  at  www.aaronbasha.com 
or  call  212.935.1960 


Maurice  Lacroix.  Tomorrow's  Classics- 


'ft  84  years,  JULES  R.  SCHUBOT 
Deen  committed  to  finding  timeless, 
t  and  unique  pieces.  Each  one  sure  to 
ime  tomorrow's  treasured  heirloom. 
Visit  us  at  www.schubot.com 


m 

Maurice  Lacroix 


MAURICE  LACROIX  Swiss  watches... Tomorrow's 
Classics.  Honest  design,  timeless  character,  simple 
elegance  in  form  and  function.  For  more 
information  please  call  1 .800.SWISSDO 
(800.794.7736) 
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MOLINA  FINE  JEWELERS  stands  as  a  hallmark 

of  excellence  in  the  world  of  exceptional 
gems  and  fine  jewelry.  To  receive  the  Molina 
magazine,  please  call  1-800-257-2695 


BORSHEIM'S:  For  a  spectacular  selection  of 
jewelry,  watches  and  gifts  that  will  surpass  your 
expectations.  Visit  us  at  www.borsheims.com 


M  I  K  I  M  O  I  O 


MIKIMOTO,  the  Originator  of  Cultured  Pearls  Since 
1  893,  presents  an  exceptional  collection  of  jewelry 
of  superior  quality  and  design  artistry.  Visit 
Mikimoto  at  www.mikimotoamerica.com 


Unstinting 
Stents 


0 


JOHNSON  &  JOHNSON  HAS  A  CORNUCOPIA  OF  HEAL" 
care  goods,  from  household  items  like  Band-Aids  a 
Tylenol  to  drugs  like  Procrit  and  Risperdal.  Still,  Wall  Str 
worries  its  pipeline  is  weak. 

Not  to  worry,  says  Kurt  H.  Kruger,  an  analyst  wi 
Banc  of  America  Securities.  He  sees  a  blockbuster  comii 
an  improvement  on  an  artery-opening  device  callec 
stent — J&J  (NYSE:  JNj)  debuted  the  original  in  1996.  In  25:1 
of  cases  arteries  respond  by  growing  scar  tissue  around  t 
stent,  narrowing  the  passage  again.  To  fight  that,  J&J  h 
developed  a  stent  coated  with  a  drug  to  inhibit  cell  grow 

Trials  are  under  way,  and  Kruger  expects  federal  ai 
proval  next  year.  With  the  new  stents  triple  the  price  of  c 
ones,  he  sees  J&j's  stent  business  growing  from  $230  m 
lion  last  year  to  $3  billion  in  2003. 

Kruger  thinks  J&J  earnings  per  share  ($3.42  in  200 
could  surpass  $5  in  2003.  Shares  now  trade  at  $95,  or  | 
times  that  sum.  — Christopher  Helm 


lie 


Despite  J&J's  huge  lineup,  Wall  Street  worries  about  its  next  blockbuster. 


B  to  Blah 


ARIBA  PROVIDES  BUSINESS-TO-BUSI- 
ness  infrastructure — software  and  the 
like — which  lately  is  a  gaunt  business 
model.  Especially  after  Dell  Computer 
shut  down  its  Ariba-powered  online 
marketplace  in  February  because  it 
drew  little  interest. 

For  2000  Ariba  (Nasdaq:  ARBA) 
posted  a  net  loss  of  $800  million  on 
revenue  of  $280  million.  Shares  have 
dropped  91%  in  the  past  year  to  a  re- 
cent $17.  But  Ariba  is  far  from  a  bot- 
tom, says  David  Hines,  president  of 
Avalon  Research  Group. 

Why?  The  company  practically  pays 
customers  to  use  its  systems,  issuing 
millions  of  stock  warrants  as  come-ons, 
Hines.  Bye-bye  to  that  gimmick: 
With  the  stock  tumbling,  die  warrants 
have  less  appeal  than  in  the  Web's  Wall 
Street  heyday.  Plus,  Ariba  is  having 
trouble  collecting  bills.  In  February  it 
disclosed  1  17  million  in  doubtful  ac- 


counts receivable,  a  huge  18%  of 
the  $120  million  now  due.  Short 
the  stock;  cover  at  $5        — C.H. 

Long  on  Linens 

MANY  COMPANIES  THAT  SELL 
housewares  are  finding  them- 
selves homeless,  either  going  out 
of  business  (Bradlees)  or  closing 
down  stores  (Lechters).  That 
leaves  outfits  like  Linens  'n  Things 
and  Bed  Bath  &  Beyond  in  a  good 
position. 

The  others'  mishaps  have  let 
Bed  Bath  8c  Beyond  take  the  early 
market  lead  because  of  its  longer  record 
as  a  public  company  and  its  superior 
return  on  equity  and  assets.  This  com- 
pany's P/E  has  risen  to  48.  Linens  'n 
Things  (NYSE:  LIN)  remains  a  bargain. 

At  a  recent  $32.50,  Linens'  stock 
carries  a  20  multiple  and  has  room  to 
climb,  says  Alan  Rifkin,  a  Lehman 
Brothers  analyst.  Per-share  earnings 


have  tripled  in  the  last  three  years,  w: 
revenue  growth  has  consistently  h 
ered  above  20%. 

— Daniel  Kn 

Green  Light 

TRUCKING  COMPANIES  DON'T  DO  W 
in  economic  slowdowns.  An  except 
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ellow  Trucking,  the  leader  among 
-than-truckload  carriers — that  is, 
se  that  assemble  smallish  shipments 
m  multiple  sources  into  trailersful 
long  hauls. 

Yellow  Trucking  (Nasdaq:  YELL), 
;  Deutsche  Banc  Alex.  Brown  analyst 
n  Barnes,  is  benefiting  from  a  shake- 
in  recent  years  in  this  segment,  as 
i  big  competitors  went  bust.  Further, 
;ntly  reworked  union  agreements 
iw  Yellow  to  cut  labor  costs  (ac- 
nting  for  two-thirds  of  expenses) 
ing  slumps.  The  growth  of  manu- 
uring  outsourcing  has  been  a  god- 
d  for  less-than-truckload  compa- 
;,  letting  Yellow  push  through  a  price 
l  of  6%  lately. 

At  $20,  Yellow  changes  hands  at  a 
ap  7  times  earnings,  compared  with 
trucking  sector's  23. 

— Brendan  Coffey 

ress  for 
uccess 

•SS  BARN,  THE  RETAILER  OF  VALUE- 
:ed  women's  clothing,  has  seen  its 
:k  rise  by  two-thirds  in  12  months, 
ing  a  time  when  apparel  has  been 
imered.  Reasons:  dependably  grow- 
earnings  and  a  solid  cash  hoard, 
■ss  Barn  (Nasdaq:  DBRN)  last  year 
•eased  floor  space  by  9%,  completed 
75  million  share  repurchase  and 
ted  a  new  $50  million  buyback. 
Charles  Allmon,  editor  of  the 
wth  Stock  Outlook  newsletter, 
iks  Dress  Barn  has  greater  poten- 
than  rivals  Limited  and  Charming 
>ppes.  It  is  about  to  start  its  own 
thing  brand,  and  it  has  launched 
<  new  distribution  channels — mail- 
er catalogs  and  an  e-commerce  site. 
&24.70  it  trades  at  12  times  trailing 
nings.  — C.H 


past  Streetwalkers  at  www.forbes.com/ 
:twalker  or  use  your  :CueCat  device  on  the 
:ode  below  to  take  you  there  instantly. 


VIRTUAL  REALITY? 


www,  flex  jet,  com 


HOW  ABOUT  ACTUAL  REALITY? 


Some  things  just  can't  be  communicated  over 
fiber  optic  cable.  And  our  Learjet®  and 
Challenger®  business  jets  enable  the  modern 
CEO  to  capitalize  on  the  kind  of  face-to-face 
interaction  that  moves  businesses  forward. 
We  offer  the  most  complete  range  of  latest 
technology  aircraft  available  today.  So  while 
there  may  be  other  options  to  Flexjet,  there 
can  only  be  one  choice.  Flexjet.  For  more\ 
information  on  the  many  affordable  benefits  of  \ 
fractional  ownership  and  our  unprecedented 
level  of  personal  service  and  attention  Io 
detail,  call  1-800-FLEXJET. 


BOMBARDIER 

AEROSPACE 


FLEXJ> 


What  is  the  future  for  wireless  in  the  travel  industif  fi 
How  do  you  improve  customer  service? 
Where  are  online  travel  services  going? 
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WORLD 


Where  Technology  and  the  Travel  Industry  Connect 


April  2-  4, 2001  New  York  Marriott  Marquis  New  York,  NY 

The  travel  industry  will  gather  in  New  York  City  to  discuss  these  and  other  issues  at  eTravelWorld, 
April  2-4,  200!.  With  4  tracks,  42  sessions  and  over  100  speakers,  eTravelWorld  has  something  for 
everyone  in  the  travel  industry.  Learn  from  leading  travel  executives,  strategists  and  analysts  about  new 
technologies  and  successful  companies.  You  will  hear  how  to  position  your  company  in  the  New  Economy, 
stay  competitive  in  your  marketplace  and  best  take  care  of  your  customers. 


FOUR  CONFERENCE  TRACKS 


KEYNOTE  SPEAKERS 


eCommerce 


Marketing,  Advertising  &  PR 


Travel  Technologies  &  Solutions 


Customer  Focus 


Sessions  will  include  a  MARKETING 
SUPER  PANEL  consisting  of: 

Erik  Blachford 

Mike  Stacy 

VP  of  Marketing 

SVP  of  Marketing 

Expedia 

Travelocity 

Roland  Jacobs 

John  Hommeyer 

CMO 

CMO 

Orbitz 

Hotwire 

Carl  Yankowski 

CEO 

Palm,  Inc. 


Terry  Jones 
President  and  CEO 
Travelocity 


REGISTER  NOW! 

www.eTravelWorld.com 


for  more  information 
call  800.535.1812 


Check  your  Mailbox 
for  your  Full  Conference 
brochure  or  call  eTravelWorld 
at  800.535.1812  for  more 
information. 
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eTravelWorld.  We'll  Get  You  Where  You  Want  to  Go. 
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IARKETS  and  FORECASTS 

IE  OVERALL  MARKET 


■Barra  AII-U.S.  Index  of  10,000  stocks 
°200-day  moving  average 

Market  value:  $14.6  trillion 


2-week  performance 
as  of  2/23/01 


tources:  Barra  Inc.;  Bloomberg  Financial  Markets. 
3  '94  '95  '96 
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Barra  AII-U.S.  Index1 

-5.6% 

S&P  Barra  Growth  Index2 

-5.4 

S&P  Barra  Value  Index3 

-5.1 

Dow  Jones  industrials 

-3.1 

S&P  500 

-5.2 

EAFE4 

-4.7 

Forbes  Internet  Index 

11.9 

Forbes  40  Index  (total  return) 

-6.5 

'98           '99  '00 

'01 

1500 


TEREST  RATES 


timates  on  this  and  the  next  page  are  from  a  biweekly  survey  of  economists  by 
idge  Information  Systems  and  Forbes  magazine.  Data  for  period  ending  Feb.  23. 

ACTUAL  .,  2001  ESTIMATE 


2000 

Latest 

Mean 

4-wk  chg 

■year  Treasury  yield  (%) 

5.46 

5.48 

5.58 

-0.2 

nonth  Treasury  yield  (%) 

5.90 

4.89 

4.98 

-3.7 

lerat  funds  watch 

st  action:  Jan.  31,  2001,  -50  basis  points.  Current  rate:  5.5%. 
xt  Federal  Reserve  meeting:  Mar.  20,  2001. 


ECIAL  STOCK  FOCUS 


5  way  to  evaluate  whether  a  company's 
ck  is  undervalued  is  to  look  at  its  PEG 
io— the  estimated  price-to-earnings 
Itiple  divided  by  the  estimated  earnings 
wth.  A  company  with  a  PEG  ratio  below 
considered  a  bargain.  Below  are  seven 
nd-name  companies  that  fall  into  that 
up.  Boeing,  for  example,  carries  an  esti- 
ted  2001  PEG  ratio  of  0.6. 


Joseph  Kalinowski,  equity  strategist  at 
Thomson  Financial/IBES,  says  that  332 
companies  in  their  universe  of  5,000 
have  warned  that  first-quarter  profits 
will  be  below  analysts'  expectations.  A 
year  ago  only  52  firms  issued  warnings. 

WHAT  THE  FUNDS  ARE  BUYING 


EPS  change 
Estimated  versus 
Year         P/E      3  months  ago 

Expected 
year-to-year 
EPS  growth 

S&P  500 

2001  22 

-7.1% 

5% 

2002  19 

-0.4 

16 

MSCI  World-ex  U.S.4 

2001  21 

-1.5 

13 

2002  18 

-1.4 

13 

IBES  estimate  increases/decreases 

2001 

2002 

S&P  500 

0.57 

1.75 

MSCI  World-ex  U.S.4 

0.67 

0.70 

Rising  estimates 

Falling  estimates 

Israel 

Norway 

Pakistan 

Slovenia 

Venezuela 

Netherlands 

Russia 

Slovakia 

Taiwan 

Thailand 

Source:  Thomson  Financial/IBES. 

Index 

Recent     4  wks  ago 

Value 

42.4 

57.2 

Companies 

330 

331 

Valuations 

Stock  price/saies 

3 

3 

Market  value  (Sbil) 

$374 

$503 

Sales/employee  ($thou) 

$214 

$194 

12-month  sales  growth 

139% 

139% 

2001  estimates 

Sales  total  (Sbil) 

$103.4° 

$71.9 

Stock  price/sales 

2 

2 

P/E 

52 

59 

Sources:  Forbes;  Market  Guide  and  Thomson 
Financial/IBES  via  FactSet  Research  Systems. 

mpany  price 

P/E  PEG 

her-Daniels-Midland  $14.95 

19  0.6 

sing  61.61 

17  0.6 

ich  33.00 

24  0.5 

tes  Apparel  Gp  37.76 

13  0.7 

Morgan  Chase  47.05 

13  0.7 

vidian  Financial  49.90 

15  0.5 

Reynolds  Tobacco  53.42 

12  0.6 

AM. 


ING 


Buying 

Selling 

Price 

EPS6 

Price 

EPS6 

Alliance  Semiconductor 

$12.94 

$0.79 

Airborne 

$10.01 

$0.02 

HCC  Insurance  Hldgs 

22.40 

1.49 

DR  Horton 

22.21 

3.20 

Health  Net 

20.40 

1.57 

IDT 

21.25 

-0.54 

Seitel 

17.95 

1.29 

Park  Place  Entertainment 

10.70 

0.63 

Washington  Federal 

25.38 

1.83 

Perrigo 

10.00 

0.37 

"Year  2001  estimate.  Source:  ldayo.com. 

mate. 

ces:  Thomson  Financial/IBES  and  Interactive  Data 
i.  via  FactSet  Research  Systems;  IBES  Express. 


'The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  tor  which  price  quotations  are  available 
and  ordinary  shares  of  foreign  stocks  traded  on  U.S.  markets.  ADRs.  REITs  and  closed-end  funds  are  excluded.  ^Total 
return  of  more  than  150  large-capitalization  stocks  that  have  predicted  above-average  earnings  growth.  'Total  return  of 
more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings 
ratios.  "A  dollar-denominated,  capitalization-weighted  index  of  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
5Capitalization-weighted  index  of  all  U  S  -based,  publicly  traded  Internet  commerce  sites,  portals,  service  providers  and 
software  companies.  Base  value  12/31/98  =  100.  Index  ratios  and  growth  rates  are  medians. 6  Now  includes  2001  sales 
estimate  for  AOL  Time  Warner. 


ww.forbes.com  for  updates  on  many  of  these  items,  quotes  on  over  9,000  securities  and  stock  and  mutual  fund 
s.  Or  use  your  :CueCat  device  on  the  cue  code  (right)  to  take  you  there  instantly. 
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ACTUAL                      2001  ESTIMATE 

2000  Latest 

Mean      4-wk  chg 

Automobile  sales1  (mil) 

17.8         17.8*  jan 

16.1  0.6% 

Capacity  utilization  (%) 

80.7          80,2  jan 

79.7  -1.5 

New  housing  starts2  (thou) 

1,592  p      1,592*  pjan 

1,533  0.7 

Retail  sales3  (Soil) 

2,425  p       2,436  *  p  jan 

2,259  -5.2 

Trade  balance4  ($bil) 

-370  p       -370*  p  dec 

-408  -4.2 

Unemployment  rate5  (%) 

4.0          4.2  jan 

4.4  2.1 

Gross  domestic  product  (%  chg) 

5.0  p         1.46  p4Q 

2.7  -10.5 

Inflation 

CP!  services  (unadjusted )  (%  chg) 

3.9          4.5*  jan 

3.2  -6.1 

CPI  total  (unadjusted )  (%  chg) 

3.4          3.7*  jan 

2.8  -2.1 

Prices 

CRB-Bridge  spot  indexes 

223.99  224.75 

227.03  0.7 

Gold  per  troy  ounce  ($) 

272.00  260.90 

283.22  -1.2 

Oil/bbl  W  Texas  Intermediate  ($) 

26.83  28.83 

28.88  2.1 

Currency 

German  marks  per  dollar 

2.08  2.13 

2.07  -1.0 

Yen  per  dollar 

114  116 

116  -3.3 

Dollars  per  euro 

0.94  0.92 

0.96  0.0 

ECONOMY  WATCH 


- 


Is  there  a  correlation  between  the 
of  a  bottle  of  scotch  and  the  direct 
stocks?  "There  are  interesting  stat 
parallels,"  says  Instinet  quantitath 
search  analyst  Daniel  Seitz,  point 
year-to-year  price  changes  in  alec 
drinks  versus  the  change  in  overall  p 
Since  1967,  when  the  differentia 
under  I  percentage  point,  the  S&F( 
rose  12%,  on  average,  within  a  year 
uary's  difference:  -0.9  percentage  p 


CI o s e up :  Leading  indicator? 


Year-over-year  price  change  in  C 
for  alcoholic  beverages  minus  th 
change  in  the  overall  CPI,  in 
percentage  points 


1999 


2000 


*I2  months,  p:  preliminary.  'Autos,  light  and  heavy  trucks,  includes  imports.  Source:  Ward's  Automotive  Yearbook.  Total  sin- 
gle and  multiple  family,  seasonally  unadjusted.  -Excluding  auto  sales,  seasonally  adjusted.  'Total  goods  and  services,  seasonally 
adjusted.  'Percent  of  civilian  labor  force.  6Quarterly  change,  annualized.  Source:  Bridge  Information  Systems. 


Data  as  of  Feb.  23.  Source:  Instinet  Research. 
www.lnstinetResearchWorks.com 


Forbes  Index:  Current:  319.4  2-wk  chg:  -Q 


#1  Newsletter  in  Amerio 

According  to  The  Hulbert  Financial  Digest" 


The  Fredhager.com  portfolios  finished  2000:  ^98^ 


If  you  think  we  did  well  in  2000  with  the  worst 
NASDAQ  decline  in  30  years,  just  watch  us  in  2001 ! 

Visit  www.fredhager.com  today 


Fred's  Actual 
Account  LEAPS 
Portfolio  Since 
Dec.  1999  (NET): 


A  $10,000  investment  in  the  Fred 
Hager  Portfolio  in  1986  is  worth 


+41 


+1,659%  $1,996,756 


today. 


Compounded  Annua 
Since  19 


Performance  includes  q  $250,827  reserve 
for  federal  and  state  income  taxes. 
Opened  on  December  22nd,  1999  with 
$50,000,  the  account  hcs  grown  to 
$836,089  using  LEAPS.  Actual  Account 
Net:  $585,262  Since  January,  2001  up 
28%.  Funds  held  with  Prudential 
Securities  in  Westpo'*,  <>ir  ..  cut  B'oksr, 
Sam  Greenblatt. 

Performance  as  of  January  27th,  2001 
(see  site  for  current  performance) 


Find  out  which  4  stocks  you  need  to  own  1  you  want  to  participate  in  the  unbelievable  returns 

able  in  the  technology  sector.  Since  1986,  Fred  Hager,  the  former  20-year  computer  industry  CEO  and  investment  newsletter  a 
has  produced  significant  returns  for  his  subscribers  by  showcasing  the  very  best  technology  companies  in  a  buy-and-hold  strategy.  Hi 
formance  is  unparalleled  in  the  industry,  and  not  even  the  self-proclaimed  tech  leader,  Michael  Murphy,  comes  close. 

Visit  Fredhager.com  for  Proof. 

Read  more  than  20  free  articles  and  see  what  our  subscribers 
and  the  press  are  saying  about  Fredhager.com.  A.  good 
technology  investing  strategy  is  not  as  hara  as  you  may  think. 

Fred  Hager  has  recently  partnered  with  Swan  Advisors  of 
Westport,  CT  on  a  new  joint  venture.  (See  site  for  details.) 


fredhager.com 

America's  #1  Tech  Portfolios 

With  The  Performance  To  Prove  It 

Toll  Free  866-31 9-FRED  (3733) 


'  i-  of  the  year  2000  audit.  Since  1986,  :<•  e  of  Fred  Hager's  newsletter  has  been  sent  to  The  Hulbert  Financial  Digest.  The  Fredhager.com  Portfolios  have  been  tracked  by  the  Hulbert  Financial  Digest  since  January 
Not?.:  post  performance  is  no  inditc'io      iture  results.  A  model  portfolio  may  not  ba«  exodly  the  same  results  due  to  commission,  spread,  and  other  factors. 
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HL 

FUTURE 


Recruit  and  hire  the  emerging  professionals  who  will  help 
your  company  grow  at  experience.com,  the  leading  desktop 
solution  for  finding  qualified  college  graduates  and  MB  As. 

To  learn  why  over  50,000  corporate  recruiters  already  use 
experience:  www.experience.com  or  800-489-7611. 


experience.com 


t  miss  our  2001  Cyber  Connections  Series,  a  set  of  targeted  Virtual  Career  Fairs  where  you'll  find  the  best  emerging  talent  online, 
i  MBA  Virtual  Career  Fair,  sponsored  by  Forbes  Magazine,  begins  March  5.  Visit  us  at  www.experience.com/cyber  to  learn  more. 


A  GUIDE  TO 

DANIEL 
ISLAND 

U  VING 


Boating,  Batching,  Fazio  Golf 
&L0ther  Lowcountry  Pleas, 


isures. 


-thou^iT  m'neighb0rh00ds 
There's' ;dOUt-And,*-«ffere„t. 
su*  •■'cndlmcssandthe  ge„f|„ 

anirf  Island  in 


Where  children  can  walk 
t0  Parks  a"d  an  easy  hike 
ride  leads  into  town  to  pick 
up  some  .sandwiches.  Here  S 
vou'U  even  find  a  private, 
in-town  country  club  with 

an  extraordinarv  Tom  Fazio- 
designed  golf  course.  Now 
offering  Lowcountry-insniml  n^^^^^S 
homes  and  townhomes  from  S200.000,  and  golf 
neighborhood  homesites  from  S  100,000.  And  it's 
0  here  waiting  for  you,  on  Daniel  Island. 

Pica* -contact  us  for  info„nation  „„      of  QUr  ^  nej.  ^ 
-  to  revest  The  Complete  Guide  To  Dan,cl  IslunAn-.ng 


Until  now. 


NOW  GOLF  WAS  JUST  A  GAME. 


Jo  those  who  believe  perfection  can  only  be  attained  in  a  dream, 
we  beg  to  differ.  At  Las  Campanas,  Lyle  Anderson  has  designed 
^^pjgjgjl  a  Santa  Fc  community 
that  includes  36  holes  of 
Jack  Nicklaus  Signature 
golf  a  world  class  Equestrian  Center  and  a  Spa  and  Tennis 
Center.  To  complete  the  dream  you'll  also  find  spectacular  views 
of  the  Sangre  de  Cristo  mountains.  Homesites  from  the  mid- 
$200,000's.  Finished  homes  from  the  mid-$700,000's.  For 
more  information  send  in  this  coupon,  call  us  or  visit  our  website. 

800-992-4250,  dept  FLLOl 
www.lascampanas.cdm 


LAS  CAMPANAS 

SANTA     F  E 


ERFECTION  BY  DESIGN 


Nar, 


Aiir 


City  /State /Zip 


Phone 

Complete  and  mail  to: 
Las  Campanas  Santa  Fe 
218  Camino  La  Tierra,  Santa  Fe,  NM  87501 
or  fax  us  at  505-983-3610 


Obtain  the  property  report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  il  any,  ot  this  property.  This  is  not  an  offering  to  residents  of  any  state  where  prohibited  by  law. 
Warning:  The  California  Department  of  Real  Estate  has  not  inspected,  examined  or  qualified  this  offering.  An  offering  statement  has  been  filed  with  the  New  York  Department  of  State  and  a  copy  of  such  offering  statement  is  available,  upon 
request,  from  the  subdivider.  The  filing  of  the  verified  statement  and  offering  statement  with  the  Department  of  State  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof, 
or  that  the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 


MflMEY  Sl  INVESTING 


Portfolio  Strategy  By  Kenneth  L.  Fi 

Bear  Market! 


I'M  OUTRIGHT  BEARISH  FOR  THE  FIRST  TIME  IN  A 
decade,  as  I  said  in  my  last  column.  Get  ready:  The 
bumps  will  be  brutal  ahead.  I've  never  minded  giving  up 
the  first  10%  in  a  bear  market  because,  after  all,  we  suf- 
fer 10%  corrections  regularly  within  normal  bull  mar- 
kets. But  bear  markets  don't  get  easier  as  they  progress. 
Their  latter  stages  are  what  really  ravage  you.  The  pain  that 
lies  ahead  is  the  stuff  psychiatrists'  dreams  are  made  of. 

If  I'm  right,  the  S&P  500,  which  lost  9%  in  2000,  will  be 
off  for  2001  by  35%  come 
Labor  Day.  Nasdaq,  down 
40%  last  year,  will  drop  an- 
other 50%  before  the  market's 
bottom.  Foreign  markets  will 
be  off  almost  as  much. 

My  guess:  The  bottom  is 
Aug.  30,  although  it  also  could 
be  early  July  or  late  October. 
Then  stocks  should  bounce 
back  a  bunch,  but  not  until 
lots  of  folks  have  simply  lost  their  minds. 

We  started  a  recession  in  December  that  won't  end  until 
next  year,  destroying  about  4  million  jobs.  Ugly.  (Market  re- 
bounds, anticipating  better  days,  usually  precede  economic 
turnarounds.)  Almost  no  one  will  call  it  a  recession  this  year, 
certainly  not  Alan  Greenspan  or  George  W.  Bush.  Contrary 
to  popular  mythology,  bear  markets  and  recessions  do 
sometimes  occur  even  when  interest  rates  are  steadily  de- 
clining and  taxes  are  cut.  That  is  just  the  kind  we're  in. 
Short-  and  long-term  interest  rates  should  fall  in  2001. 

While  not  perfect,  your  best  single  road  map  for  this 
market  is  the  1981-82  bear  market  and  recession,  which 
were  led  by  energy  as  a  bursting  sector  bubble.  Tech  plays 
that  role  now.  Early  last  year  I  drew  those  parallels  and 
showed  why  Nasdaq  should  fall  in  2000  (see  last  year's 
columns  for  Feb.  7,  Mar.  6  and  May  29).  Little  did  I  know 
how  fast  and  far  tech  would  decline. 

The  peak  was  Mar.  24,  2000  at  1527  on  the  S&P  500. 
Folks  were  gaga  for  tech  then.  Today  it's  easy  to  see  the 
signs  of  a  classic  manic  top  in  technology  then. 

What  is  different  now?  My  "Break  Their  Crystal  Balls" 
oHimn  (Apr.  3, 2000)  detailed  the  consensus  of  expert  fore- 
y$  wrong,  so  avoiding  that  advice  is  critical  to 
I  direction  correctly.  The  2000  tech  break 
and  neg;  five  S&  ■ 1  return  didn't  make  the  pros  fearful  and  de- 


Look  for  a  bottom 
around  Labor  Day, 
although  it  could  be 
as  late  as  October 
or  as  early  as  July. 


fensive,  as  should  have  been  the  case.  Late  last  year  t 
turned  massively  more  sanguine — the  biggest  swinj 
crowd  sentiment  in  a  decade.  I've  never  seen  anything 
it.  I'll  lay  out  in  future  columns  why  this  was  extreme  b< 
market  behavior. 

The  result  was  January's  temporary  rally,  which  was 
short  in  February  when  bad  fourth-quarter  earnings  repc 
rolled  in.  And  foreigners  took  money  home. 

Blind  optimism  caused  the  pros  to  miss  the  year- 
signs  of  recession.  A  big 
was  in  the  commercial  pa 
market:  Rates  soared  for  h 
quality  paper  and  opened 
biggest  gap  with  high-qua 
paper   since    1990.  Bai 
harshly  pulled  back  their  lei 
ing  to  lesser  credits,  as  well, 
the  same  time,  the  Conferei 
Board's  leading  econor 
indicator  series  implod 
falling  more  in  both  relative  and  absolute  amounts  thai 
had  going  into  1990's  recession. 

Unemployment  in  January  replayed  a  pattern  seen  at 
outset  of  every  modern  recession.  After  years  of  steac 
dropping,  joblessness  rose  in  one  month  enough  to  of! 
the  whole  prior  year  of  declines.  Many  more  such  si£ 
abound.  Given  the  weight  of  the  evidence,  you  can't  c<] 
elude  that  we're  in  a  mere  slowdown,  even  though  aim 
no  one  has  the  moxie  to  acknowledge  we're  in  a  recession 
My  asset  allocation  for  this  market  sounds  weird:  It  ac 
up  to  130%.  Let  me  explain.  First,  30%  is  in  stocks,  mos 
European  and  top-flight  U.S.  issues  like  big  drugs,  banks  a 
consumer  staples.  Forget  consumer  cyclicals,  such  as  autl 
in  a  time  when  people  spend  less.  Pick  any  stock  from  i 
columns  over  the  last  two  years.  I'm  also  38%  in  U.S.  go 
ernment  bonds  and  2%  in  index  puts,  against  the  Nasd 
100  and  Russell  2000.  Then  I  have  30%  in  cash. 

Here's  where  we -go  over  100%.  The  cash  came  frc 
shorting  indexes  (borrowing  and  selling  what  I  don't  owi 
taking  positions  equivalent  to  30%  of  my  assets.  I've  sc 
short  the  Nasdaq  100  and  the  Russell  2000,  meaning  I  ov 
no  net  equity.  That  totals  130%.  I  suspect  most  of  you  cai 
do  all  this;  go  for  cash  and  bonds  instead. 

Next  month:  Why  Greenspan  and  Bush  can't  do  an 
thing  about  the  recession.  And  don't  want  to. 


Kenneth  ,       |  ...  is  a  Woodside,Calif. -based  money  manager. 

Find  past  col  , -vvww.forbes.com/fisher  or  use  your  :CueCat  device  on  the  cue  code  ( right)  to  take  you 
there  instantl 
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Th?  internet  will  generate  over  $60  billion  in  online 
booking  in  2005,  representing  a  22H  market  share 


April  23— 2M  |  Hyatt  Regency, 
jupiterevents.com/travel 


The  Jupiter  @Travel  forum  will  tackle  the  issues  facing  all  travel  providers 
scrambling  to  secure  profitable  relationships  with  customers.  The  forum  wi 
examine  how  players  should  prioritize  strategic  initiatives  in  wireless  an 
channels  to  best  allocate  resources  in  the  face  of  cost  consciousness. 


1*1  Vi  I II*  ■  1144*  H4 


r  Jr  «* 


I*M»*11I:1IM:11MIM:1II*I 


UM  SPONSOR: 


TO  REGISTER  AND  FOR  AN  UPDATED  AGENDA 

visit:  jupiterevents.com/travel 

call:  800-414-6627  ext.  6424  or  917-534-6424 

FOR  SPONSORSHIP  AND  EXHIBITING  OPPORTUNITIES 

contact:  Rich  Regan  at  917-534-6138  or  rreqan@jup.com 

FOR  MEDIA  AND  ASSOCIATION  SPONSORSHIP  OPPORTUNITIES 

contact:  Martine  Boyer  at  917-534-6362  or  mboyer@jup.com 


QUESTIONS?  NEED  MORE  INFORMATION? 

e-mail:  traveiforum@jup.com 


IA  SPONSOR: 


The  business 
travel  online  opportunity  is 
going  to  be  even  bigger  than  the 
sure  travel  market" 

New  York  Times,  February  2001 
Heidi  Kim 

Analyst,  Jupiter  Media  Metrix 


••••bo 


Jupiter  Media  Metrix 


MONEY  &  INVESTING 


Fear  &  Greed  By  Joe  Queenan 

Xtreme  Investing 


THE  BIRTH  OF  THE  CRUDE,  ICONOCLASTIC  XFL  HAS 
generated  widespread  consternation  in  this  coun- 
try's otherwise  refined  society.  Some  Americans 
worry  that  the  new  league,  with  its  unsophisti- 
cated cheerleaders,  substandard  announcers  and 
Paleolithic  fans,  could  hasten  the  decline  of  the  staid,  con- 
servative, classy  National  Football  League,  represented  by 
such  paragons  of  virtue  as  Baltimore's  Ray  Lewis  and  Car- 
olina's Rae  Carruth.  Others  worry  it  will  plunge  all  of 
American  life  into  a  Visigoth- 
ic  era  of  boorishness. 

Less  paranoid  observers 
view  the  XFL  as  the  logical  ex- 
tension of  the  dot-com  craze, 
which  was  fueled  by  icono- 
clastic young  people  who  re- 
jected the  staid  business  rules 
that  call  for  earnings- — and 
even  products.  Younger  peo- 
ple thrive  on  change  and  ex- 
citement. To  them  the  world  was  ready  for  new  ideas.  Why 
couldn't  high  finance  be  fun? 

And  while  the  dot-com  meltdown  and  the  XFL's  declin- 
ing ratings  may  have  momentarily  halted  the  momentum  of 
these  insurgencies,  the  reverses  are  only  temporary.  Younger 
people  demand  a  world  where  sports,  romance  and  com- 
merce are  in  some  way  "extreme."  So  we  should  prepare 
ourselves  for  the  following  innovations  in  coming  years: 

The  XDJIA.  The  Dow  is  a  useful  yardstick  for  investors 
who  want  to  know  how  the  GMs  and  GEs  are  faring.  But 
younger,  more  intrepid  investors  demand  an  index  that  gives 
a  better  idea  of  what  is  taking  place  at  the  financial  periph- 
ery. The  Xtreme  Dow  Jones  industrial  average  will  include 
Etoys,  Drkoop.com  and  Priceline.  The  XDIIA  will  be  so  rev- 
olutionary in  its  approach  to  market  calibration  that  it  will 
include  companies  like  Pets.com  long  after  they  have  been 
delisted  and  any  sock  puppets  have  been  sold  to  creditors. 

The  XEC.  Traditionally  the  Securities  &  Exchange  Com- 
mission has  tried  to  ensure  the  stability  and  integrity  of  the 
financial  markets  through  judicious  regulation  and  the 
prosecution  of  swindlers  and  cheats.  The  Xtreme  Exchange 
Commission  will  take  a  more  laid-back  approach  to  securi- 
ties fraud,  viewing  criminal  activity  as  the  result  of  youthful 
exuberance  rather  than  a  sociopathic  mind-set  or  a  perfidi- 
ous desire  to  line  one  s  pockets.  The  XASD  will  monitor  ac- 


tivity on  the  newly  conceived  Xasdaq,  while  rewed-up  r«| 
latory  bodies  such  as  the  XEDA  will  adopt  a  party-heart)l 
titude  toward  the  development  of  space-age  pharmace| 
cals  and  genetically  modified  polenta  and  chai. 

XP/Es.  For  years  digital  columnists  have  complai 
about  the  archaic  price/earnings  ratios  that  older  inves| 
use  as  guidelines  in  making  buying  decisions.  P/Es  of  14 
16  are  fine  for  old-line  companies  (banking,  manufactur| 
automobiles)  but  have  little  relevance  to  Information 

enterprises.  With  the  passl 


The  XDJIA  will  list 

such  stocks  as 
Pets.com  long  after 
they  have  given  up 
the  ghost. 


of  time,  investors  will  becc 
much  more  comfortable  v 
extreme  P/Es  of  3,000 
4,000;  eventually,  using 
new  metric,  the  Nasdaq 
will  become  a  value  play. 

Xtreme  Convertible  B 
Funds.  The  bond  world  has 
ways  puzzled  young  invest 
Why  would  anybody  in 
right  mind  want  to  buy  securities  whose  returns  are  measu 
in  single  digits?  Xtreme  Convertible  Bond  Funds  will  introdl 
an  element  of  danger.  Investors  will  never  know  what  bo: 
are  being  purchased,  when  they  were  issued,  where  they 
mature,  what  they  are  worth.  Prospectuses  will  never  be 
sued,  returns  will  never  be  published,  phone  calls  will  nevei 
returned.  Then  prices  can  double  overnight. 

The  XFASB.  If  ever  a  profession  needed  electroshock  th 
apy,  it's  accounting.  Sure,  investors  want  to  know  if  all 
numbers  mean  what  they're  supposed  to  mean,  but  w 
says  accounting  can't  be  edgy?  The  Xtreme  Financial 
counting  Standards  Board  will  add  pep  to  bean-counting 
demanding  that  corporate  annual  reports  contain  photos 
scantily  clad  women  and  that  qualified  auditors'  opinic 
use  slightly  saltier  language,  such  as:  "Having  reviewed 
pertinent  materials,  we  conclude  that  this  company  just  II 
totally  bites."  Xtreme  CPAs  will  have  names  like  Stone  G 
Steve  Padgett- Smythe. 

Other  developments  that  seem  inevitable  inclu 
Xtreme  socially  responsible  investing  and  Xtreme  emergi 
markets  funds  (Rwanda,  Chad).  Last  but  not  least,  look 
Xtreme  12B-1  fees.  There  will  be  a  15%  surcharge  tack 
onto  each  mutual  fund  purchase  to  cover  the  fund  ma 
ager's  bar  bill.  As  the  saying  goes,  this  is  not  your  father's  r 
load  diversified  midcap  fund. 


I 


Joe  Queenan  writes  a  bimontlu<  olumnfo  GQ.  His  latest  book  is  My  Goodness:  A  Cynic's  Short-Lived 
Search  for  Sainthood.  Find  p<i-  ns  at  www.forbes.com/queenan  or  use  your: :CueCat  device  on  the 

cue  code  (right)  to  take  you  there  instantlv. 
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lixed-lncome  Watch  By  Richard  Lehmann 

Yield  Without  Volatility 
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REFERRED  STOCKS  ARE  THE  ORPHANS  OF  THE  INVESTMENT 

market.  More's  the  pity  because  they  can  play  a 
useful  part  in  any  smart  investment  program.  Pre- 
ferreds  have  certain  traits  that  are  fairly  universal: 
They  pay  fixed  quarterly  dividends,  are  usually  $25 
in  par  value  and  are  exchange  traded. 

Preferreds  differ  from  bonds  in  that  with  preferreds  the 
issuing  company  can  miss  a  dividend  payment  without 
going  into  default.  If  they  miss  a  dividend,  however,  they 
must  make  up  the  payment 
before  they  can  pay  a  penny 
on  the  common  stock.  Missed 
dividends  have  been  quite  rare 
in  recent  years. 

Preferreds  have  a  lot  of  ad- 
vantages over  bonds.  Nor- 
mally preferreds  pay  higher 
yields  than  bonds  of  the  same 
quality.  They  cost  less  to  buy 
and  sell  (in  commissions  and 
bid/ask  spreads)  since  they  are  exchange-traded.  Interest- 
ingly, as  the  table  below  shows,  preferreds  have  been  less 
volatile  than  bonds,  even  bonds  of  high  credit  quality.  For 
investors  seeking  income  and  peace  of  mind  preferred 
stocks  have  a  lot  on  the  ball. 

Preferreds  are  often  convertible.  The  conversion  feature 
comes  in  many  forms.  Some  are  convertible  into  the  stock  of 
the  issuing  company.  Others  are  convertible,  not  into  shares, 
but  into  cash  equivalents  based  on  the  share  price  at  conver- 
sion time.  Or  conversion  may  be  tied  to  some  variable  other 
than  any  company's  share  price.  Recent  examples  include 
shares  tied  to  oil  prices  or  a  stock  index.  Usually  the  conver- 

Quiet  Corner  of  the  Market 


Preferred  stocks 

experienced  a 

substantially  lower 

rate  of  default  than 

high-yield  bonds. 

While  bond  prices  swung  wildly  last  year,  preferred  stocks  remained  quite  stable. 
Note  that  even  Treasury  bond  yields  were  more  volatile  than  yields  on  any  class 
of  preferreds,  even  those  below  investment  grade. 

Yield 
Jan  '01 

12-month 
change1 

Yield  12-month 
Jan  '01  change1 

PREFERREDS 

CORPORATE  RONDS 

AA 

7.85% 

-23 

AA                        6.61%  -74 

BBS 

9.42 

-68 

RRR                       7.96  -12 

RR 

11.12 

-40 

BB                        9.91  59 

R 

12.67 

23 

R                         14.50  360 

EN-YEAR  TRE 

5.11 

-133 

'!n  basis  points  (100=1%  in  yield). 

sion  privilege  expires  at  a  certain  date. 

Sounds  complicated?  Yes,  but  the  effort  to  understa 
them  can  be  well  worth  it  because  convertible  preferr« 
offer  solid  income  and  price  stability  plus  equity  kickers 
Here  are  three  issues  I  like  right  now: 
Prologis  Trust  7.92%  preferred,  selling  at  $23.50  a 
yielding  8.4%  and  rated  BBB.  Prologis  is  a  real  estate  inve 
ment  trust  that  owns  warehouse  distribution  centers. 
Those  seeking  a  little  higher  return  may  want  to  consi<| 
the  Northwest  Airlines  9.5 
issue  selling  at  $25  to  yi« 
9.5%  and  rated  BB.  This  isi 
is  a  hybrid  called  a  Qu 
(quarterly  interest  bonds)  a 
is  legally  a  bond  that  trades 
a  preferred. 

For  those  interested  in 
convertible  preferred,  I  si 
gest  TXI  Capital  Trust  5.!j 
preferred.  The  issue  is  guars 
teed  and  convertible  into  stock  of  Texas  Industries,  a  cem« 
and  structural  steel  supplier  operating  in  Texas  and  Califil 
nia.  The  issue  sells  for  $28.28,  yields  9.7%  and  is  rated  E 
The  common  stock  currently  sells  at  a  price  far  too  low 
make  conversion  likely  but,  given  the  handsome  yield  it  c 
ries,  this  long-term  call  on  the  stock  is  basically  free. 

While  interest  rate  volatility  worked  in  favor  of  Treasi 
bondholders  in  2000,  it  was  only  recovering  some  of  1 
yield  loss  it  experienced  in  1999.  For  preferreds,  the  swil 
were  in  a  much  narrower  range. 

Here's  a  surprising  fact.  At  year-end  2000,  investors  wi 
demanding  higher  yields  on  bonds  rated  single  B  than 
preferreds  of  that  rating.  There's  a  sou 
reason  for  the  discrepancy:  Over  the  li 
two  years  preferred  stocks  experiencec 
substantially  lower  rate  of  default  th 
high-yield  bonds.  Also,  while  preferr 
holders  don't  have  as  strong  a  right 
bondholders  in  a  default  situation,  what 
ally  matters  is  comparative  yield  if  that  rig 
is  rarely  needed. 

So,  if  you  want  yield  without  worl 
don't  overlook  preferred  stocks.  They  hi 
a  lot  to  recommend  them,  not  the  least 
which  is  that  they  let  you  sleep  at  night. 
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hard  Lehmann  is  president  of  Income  Securities  Advisor  Inc.  and  publisher  of  the  Forbes/Lehmann  Income 
i  ities  Investor  newslettt  r.  Find  past  columns  fltwww.forbes.com/lehmann  or  use  your  :CueCat  device  on 
code  (right)  to  take  you  there  instantly. 
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EDITED  BY  JOSHUA  LEVINE 


UESS  WHO  THE 
luckiest  art  collec- 
tors of  the  past  ten 
years  have  been? 
The  Irish — and 
their  luck  has  con- 
sisted of  one  thing 
and  one  thing 
only:  They've  bought  paintings 
made  by  their  Irish  ancestors.  Had 
you  managed  to  catch  an  elusive 
leprechaun  in  1990,  he  might  have 
handed  over  "The  Proud  Gal- 
loper," a  breezy  Sligo  painting  of  a 
wild  horse  and  a  stable  boy  done  in 
1945  by  Jack  Butler  Yeats,  the  fa- 
mous poet's  unsung  brother.  It  sold 
at  Christie's  in  1998  for  $1.4  mil- 
lion— eight  times  its  estimate. 

That's  not  so  unusual.  Since 
1990,  20th-century  Irish  art,  Dutch 
old  masters  and  English  sporting 
pictures  have  been  the  art  market's 
three  fastest-rising  sectors,  with  the 
Irish  climbing  the  most  steeply. 
Yeats  and  painting  compatriots  like 
Sir  John  Lavery  and  Roderic 
O'Conor  did  reasonably  well  in  the 
first  half  of  the  1990s,  but  they've 
trebled  since  1995.  And  there  are 
still  some  very  talented  lesser- 
knowns  who  can  be  had  for  about 
one-hundredth  the  price  of  a  Yeats. 

Fifteen  years  ago  the  top  Irish 
price  was  $30,000;  currently  the 
most  expensive  Irish  painting,  Lav- 
ery's  1883  "The  Bridge  at  Grez,"  is 
valued  at  $2.4  million.  At  least  20 
Irish  artists  set  personal  records  at 
Sotheby's  and  Christie's  in  1999 
and  2000. 

So  are  these  Irish  artists  "im- 
portant"? Perhaps  not  if  they're  stacked  up  against  the  giants 
of  impressionism  and  modernism.  But  justifiable  overshad- 
owing has  led  to  unpardonable  neglect.  That's  only  lately 
being  redressed. 

Jack  Butler  Yeats  lays  claim  to  being  the  first  expressionist 
painter  in  the  British  Isles  in  the  20th  century.  He  worked  in 
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The 

Painti 
Irish 


cot  lit  ting  Everybody  knows  about  Irish  lyricism  through 
poets  like  William  Butler  Yeats,  but  few  know  that  Yeats'  brother 
Jack  was  a  great  Irish  painter.  And  he  wasn't  the  only  one. 


BY  GODFREY  BARKER 


a  style  so  distinctive  that  it  shouts  down  a  street,  more  recc 
nizable  than  his  German  or  American  counterparts. 

His  thick-necked,  bowler-hatted  Irish  down-and-outs — U 
ically  horse  and  circus  people — are  boldly  and  furiously 
down  in  a  pigment  thicker  than  Willem  de  Kooning's  30  ye; 
later  or  Van  Gogh's  30  years  before.  Yeats'  visions  are  of  wild  st 


s,  wild  men,  storms  and  moon- 
ights  and  dawns  in  Sligo  and  in 
/vay.  They  are  nervy  and  some- 
is  apocalyptic.  They  are  also  an 
lentic  self-confident  Irish  art  for 
w  Irish  nation.  (The  Irish  Free 
s  was  founded  in  1922.) 

Long  before  Yeats  lifted  a  brush,  however,  Roderic  O'Con- 
lowed  himself  in  the  early  1890s  as  the  first  painter  in  Eu- 
I  to  embrace  Van  Gogh's  revolutionary  approach  to  art. 
Dutchman  blew  out  his  brains  in  a  cornfield  in  1890.  But 
iks  to  O'Conor,  his  extraordinary  brushwork  did  not  die 
i  him.  Van  Gogh's  vibrant,  high-color  diagonal  stripes,  in 
its  squeezed  unmixed  from  the  tube,  live  on  in  O'Conor's 
7s  of  blustery  days  on  windswept  hills  in  Pont  Aven. 
rhe  expatriate  John  Lavery,  Belfast-born,  arrived  in 
ice  in  summer  1883.  His  paintings  of  boats  and  woods 
[he  River  Loing,  with  their  semiabstract  interlocking 
tes  of  color,  are  early  pointers  to  postimpressionism.  By 
3,  in  Glasgow,  Lavery  was  melting  away  form  in  his  sunlit 
ures  of  tennis  parties  and  of  fashionable  society  at  ease 
loors.  Unhappily,  society  money  ruined  him.  It  drained 
further  radicalism  out  of  his  art. 

Still  living  in  Dublin  is  Louis  Le  Brocquy,  now  83,  whose 
k's  ascent  to  $1.2  million  in  May  2000  is  the  steepest  and 
;t  surprising  of  all  Irish  price  rises.  In  the  1940s  Le  Brocquy 


Irish  artists  were  not  what  so 
many  had  thought— provincial 
nostalgics  knee-deep  in  the  bog. 


Picasso?  Monet?  No.  Le  Brocquy 
and  Yeats.  At  last,  Ireland's 
painters  are  getting  their  due. 

painted  travelers  and  tinkers  in 
Offaly's  bogs  and  marshlands. 
They  may  owe  their  cubist  form 
to  Picasso,  but  for  their  sub- 
stance they  dig  deep  into  the 
soul  and  soil  of  Ireland.  Le  Broc- 
quy also  specialized  in  scarred, 
ghostly  imprints  of  human 
forms,  which  looked  forward  to 
Jean  Fautrier's  hostage  heads 
and  to  Francis  Bacon's  scream- 
ing popes. 

In  short,  Irish  artists  from 
1875  to  1950  were  not  what  so 
many  thought  them  to  be — 
provincial  nostalgics  knee-deep 
in  the  bog.  Far  more  than  Eng- 
lish artists,  they  were  involved 
early  in  European  modernism. 

And  yet  the  run-up  in  prices 
comes  less  from  esthetic  reha- 
bilitation and  more  from 
home-team  enthusiasm.  The 
Emerald  Isle's  rich  native  sons, 
and  to  some  extent  wealthy  col- 
lectors of  Irish  descent  abroad, 
are  bidding  up  the  price  of  their 
own.  One  London  dealer,  asked 
how  many  people  are  out  there 
ready  to  give  $1  million  for  an 
Irish  picture,  replied:  8  to  10  in 
the  U.S.,  6  to  8  in  the  U.K.,  but 
20  to  25  in  the  Irish  Republic. 

The  names  to  contend  with  are  Lochlan  Quinn,  owner  of 
Dublin's  best  hotel  (the  Merrion)  and  chairman  of  the  Allied 
Irish  Bank;  Ben  Dunne  of  the  $1  billion  Dunne  department 
stores;  Michael  Smurfit,  chairman  of  Dublin's  cardboard- 
box  firm  Jefferson  Smurfit;  property  developers  Donny 
Desmond  and  J.P.  MacManus;  Tony  O'Reilly,  who  formerly 
led  H.J.  Heinz;  and  collecting  couples  Michael  and  Carmel 
Naughton  and  John  and  Susan  Magnier. 

Has  this  Irish  collecting  mafia  priced  you  out  of  the  mar- 
ket? Not  at  all.  Yes,  they've  managed  to  make  painters  like 
Yeats,  Lavery  and  William  Orpen  into  cult  figures  with  cult 
prices.  But  there  are  others  who  come  at  a  fraction  of  their 
cost.  Fine  painters  like  Mainie  Jellett,  Paul  Henry,  F.E. 
Mc William,  William  J.  Leech,  Walter  Osborne  and  William 
Scott  are  all  available  and  interesting  at  prices  from  $10,000 
to  $100,000  at  auction.  But  their  prices,  too,  are  rising  fast. 
Why?  The  truth  is  found  in  a  21st-century  proverb:  Were 
they  not  so  Irish,  they  would  not  cost  so  much.  F 
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A  deep  bow,  flared  where 
it  rises  to  meet  the  deck, 
denotes  a  classic  Carolina. 


rough- 


BY  ROY  FURCHGOTT 

TO  UNDERSTAND  WHY  BUDDY 
Davis  yachts  are  built  so  tough, 
take  a  look  at  the  map:  Off 
North  Carolina's  Outer  Banks  lie  some 
of  the  richest  fisheries  anywhere  in  the 
world.  To  get  to  them,  though,  captains 
leaving  the  protected  waters  of  Albe- 
marle or  Pamlico  Sound  have  to  run  a 
gaundet.  Only  a  handful  of  inlets  pro- 
vide access  to  the  sea,  and  when  tides 
are  running  high  or  a  storm  is  brewing, 
those  narrow  inlets  act  like  funnels, 
concentrating  the  full  power  of  the  At- 
lantic into  walls  of  water  ten  feet  high. 
A  boat  takes  the  full  brunt  of  it  on  its 
bow,  like  a  punch  in  the  nose. 

Local  builders  long  ago  devised  a 
generic  design — dubbed  "Carolina 
boat" — to  should*  r  such  seas  aside. 
And  the  toughest  (  urolina  of  them  all 
may  be  a  Buddy  Davis  vacht.  Narrow 
the  field  to  luxury  bi     ,  and  Davis  def- 
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initely  wins 
water  laurels. 

Tournament  fisher- 
men— local  and  world- 
wide— swear  by  them. 
Off  the  coast  of 
Nicaragua  in  1993, 
Captain  Timothy  H. 
Hyde  found  himself 
battered  by  winds  top- 
ping 65  knots  and  seas 
he  recalls  as  "moun- 
tainous." Boats  bigger 
than  his  61 -foot  Davis 
broke  apart  and  sank. 
Hyde's  damage?  The 
log  reads:  "One  broken 
coffeepot." 

Like  all  Carolinas, 
the  ones  made  by  Davis 
Boatworks  have  two  dis- 
tinctive features:  first,  an 
unusually  deep  and  nar- 
row bow — 20%  deeper 
than  on  boats  of  com- 
parable size — designed 
to  slice  through  chop. 
Second,  the  bow  flares 
outward  dramatically  as  it  rises  to  meet 
the  deck.  Looked  at  head-on,  the  shape 
looks  almost  like  a  Tiffany  floriform 
vase.  The  exaggerated  flare  helps  fling 
waves  to  either  side  and  keeps  the  bow 
above  high  seas.  By  keeping  water  off 
the  deck,  it  helps  keep  crewmen  on. 

Though  Davis  yachts  may  look  like 
other  Carolinas,  they  differ  in  appoint- 
ments and  construction. 

Decks  contain  Nydacore,  a  light, 
strong  honeycomb  composite  used  in 
aerospace.  Its  lightness  helps  compen- 
sate for  the  drag  caused  by  the  deep 
bow.  Davis  boats  are  made  still  nimbler 
by  recessing  engine  shafts  and  other 
underwater  protuberances. 

Power?  When  the  twin  turbo- 
charged,  eight-cylinder,  900-horse- 
power  diesels  of  Davis'  45-footer  kick 
in,  passengers  go  grabbing  for  a  rail. 
The  larger  yachts  (the  biggest  is  78  feet) 
get  their  oomph  from  twin  16-cylinder 


motors  producing  2,000hp  each— | 
much  as  13  Porsche  911s.  Declaj 
Davis,  "I  won't  build  a  boat  that  wo 
do  30  knots." 

A  former  fishing  captain,  Davis  q 
came  a  boat  builder  in  1968  because! 
his  home  of  Wanchese,  near  Ki 
Hawk,  "It  was  the  only  damn  job  in  l 
winter,"  he  says.  After  apprentice 
under  the  granddaddy  of  Carolina  b<| 
builders,  the  late  Warren  O'Neal, 
split  off  in  1984  to  refine  his  own  1 
sion.  From  the  outset,  Davis'  goal  vi 
to  create  the  world's  best  rough-wa 
design.  "Up  here,  if  you  don't  fish  wh 
it's  rough,  you  don't  fish,"  he  explair 

The  products  of  his  labor  do 
come  cheap.  All  boats  are  built  to  orq* 
and  Buddy,  up  to  now,  has  been  able: 
produce  but  ten  a  year.  Even  an  enti 
level  Davis  starts  at  $750,000.  A  t 
footer  costs  $2.7  million;  marble  coq 
tertops  and  SubZero  fridges  a 
standard,  as  well  as  flat-screen  TVs  a) 
Bose  speakers.  The  broad  afterdeck  i 
commodates  just  the  sort  of  boltej 
down  casting  chair  in  which  a  cerq 
overweight,  hard-drinking  boxer-mai 
dor- war  correspondent-sportfisherrri 
would  feel  right  at  home. 

Such  boats  attract  a  serious  (a 
monied)  following.  J.  George  Miki 
sons,  chairman  of  American  Trans  ^ 
an  Indiana-based  airline,  tows  a  50-fc 
Davis  behind  his  125-foot  yacht.  Inw 
net  entertainment  entrepreneur  Hani 
Nakayama  (son  of  former  Sega  pre! 
dent  Hayao  Nakayama)  recent 
bought  his  second  yacht  from  Bud< 
Such  customers,  explains  yacht  brol 
lames  Larkin,  are  paying  not  just  1 
hardware  but  for  mystique.  "Peoj 
want  a  Davis  yacht  because  there  are 
six  others  at  the  yacht  club." 

Cash  alone  won't  get  you  one.  You 
need  patience.  Though  Davis  curren 
is  gearing  up  to  triple  annual  prodi] 
tion  to  30  boats,  he  won't  be  at  that  le 
until  next  year.  Even  then,  he  expei 
demand  to  far  outstrip  supply.  Yi 
probably  should  count  on  a  six-  to  te 
month  wait,  after  you  place  your  ordj 
Upside?  You'll  have  plenty  of  time1 
brush  up  on  your  Hemingway. 


fan 


pbyment  Review, 

BestjobsUSA.com 


To  advertise  in  this  section  call  561-686-6800 


www.i2.com/i2careers 


Some  e-business  companies  stand  out  in  the  marketplace.  Others... don't. 
Get  the  personal,  financial  and  professional  growth  you're  looking  for. 


che  Banc  Alex  Brown  identifies  the  U.S.  investment  banking  and  brokerage  activities  of  Deutsche  Banc  Alex.  Brown  Inc.,  which  is  an  indirect 
liary  of  Deutsche  Bank  AG. 


Deutsche  Banc  Alex.  Brown 


Performance  is  leading  to  results* 


ormance  is 


"Deutsche  Bank  ranks  number  one  in  Euromoney's  annual  survey 
of  the  world's  biggest  and  best  providers  of  financial  services."* 
This  is  an  exciting  time  for  the  firm,  and  our  goal  is  to  recruit  the 
best  and  most  talented  individuals  from  top  business  schools  and 
universities  to  join  our  teams  in  the  United  States,  Europe,  Asia  and 
Japan.  We  are  looking  for  powerful  minds,  creative  spirits  and  an 
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Into  Hot  Air 

B  o  o  K  s  |  Was  the  volcanic  eruption 
that  killed  nine  people  a  tragic 
accident— or  does  geologist  Stanley 
Williams  have  blood  on  his  hands? 


BY  SUSAN  ADAMS 

BOOM!  THE  EARTH  BLEW  APART 
as  hot  gas  and  ash  shot  out  of  the 
volcano's  throat  in  a  thunderous 
roar.  Glowing  boulders,  some  the  size  of 
television  sets,  exploded  into  the  sky. 
Frantic  and  overwhelmed,  Stanley 
Williams  raced  down  the  cone,  trying  to 
flee  danger.  Then  a  rock  crashed  into  his 
head,  knocking  him  sideways  and  cav- 
ing in  his  skull.  The  geologist  stumbled 
to  his  feet,  only  to  be  shot  down  by  red- 
hot  shrapnel  that  broke  his  legs  and  set 
his  clothes  on  fire.  lust  a  few  yards  away 
lay  his  Colombian  colleague,  Jose  Aries 
Zapata — bloody,  contorted,  dead. 

Williams  and  16  others  had  climbed 
the  mountain  thai  [anuary  day  in  1993, 
not  knowing  that  Galeras,  a  live  volcano 


in  southwestern  Colombia,  was  about 
to  blow.  All  told,  nine  people  died. 

Williams  miraculously  survived. 
But  the  48-year-old  professor  from 
Arizona  State  University  faced  a  har- 
rowing recovery  and  permanent 
brain  damage.  The  mountain  still 
haunts  him  daily.  As  he  writes  in  his 
gripping  account  of  the  disaster,  Sur- 
viving Galeras  (Houghton  Mifflin, 
$25):  "No  matter  how  hard  I  try  to 
scramble  away,  I  seem  to  wind  up 
right  back  under  the  volcano." 

It's  all  very  bleak,  except  that 
Williams  (with  his  coauthor) 
landed  a  mid-six-figure  advance  for 
what  the  publisher  is  pushing  as  its 
spring  blockbuster  in  an  allout 
$150,000  marketing  campaign  that 
includes  a  print  run  of  150,000  and 
a  15 -city  author  tour. 

Williams  is  no  stranger  to  the 
spin  machine.  According  to  sci- 
ence writer  Victoria  Bruce  in  her 
competing  book,  No  Apparent 
Danger  (HarperCollins,  $26), 
Williams,  while  still  in  his  hospi- 
tal bed,  was  almost  immediately 
on  the  horn,  flogging  his  story  of 
being  the  sole  survivor  of  the  ex- 
ploding mountain.  Five  weeks 
after  the  eruption — his  head 
shaved  and  stitched,  his  jaw 
wired — he  appeared  on  NBC 
Nightly  News  describing  how  he 
alone  had  survived. 

The  truth  is  that  seven  other  men  es- 
caped the  volcano  that  day;  now  that 
Bruce's  book  is  on  the  way 
Williams  finally  is  fessing 
up.  In  the  final  draft  of  the 
book  he  writes:  "I  contin- 
ued to  gloss  over  the  in- 
volvement of  the  other  . . . 
survivors,  and  for  that  I 
am  sorry." 

According  to  Bruce, 
hogging  the  limelight  is 
the  least  of  Williams'  sins. 
She  contends  that  seismic 
data  he  had  studied  in  the 
days  leading  up  to  the 
eruption  clearly  indicated 
reason    for  concern. 


iill 


The  True  Story  of  Volcanic  Disaster 
at  Galeras  and  Nevado  Del  Ruiz 
^  - 

VICTORIA  BRUCE' 


Though  the  mountain  appeared  qu 
monitoring  equipment  showed  t! 
Galeras  had  long  been  shaking  with  sir 
subtle  earthquakes.  The  volcano  had  ac 
in  an  identical  way  six  months  earlier,] 
before  a  previous  eruption. 

Yet,  writes  Bruce,  Williams  kept 
seismic  data  from  the  group  and  plov 
ahead  with  a  field  trip  into  the  cratei 
had  been  his  idea  to  organize  a  conl 
ence  of  volcanologists  in  Pasto,  Colo 
bia,  and  he  was  the  leader  of  the  era 
outing.  Williams  should  have  required 
colleagues  to  wear  protective  clothing,  s 
Bruce,  including  hard  hats,  gas  masks  a 
fireproof  suits.  Instead,  he  laughed  at 
two  scientists  who  wore  protective  ges 
Though  Williams  admits  he  didn't 
quire  hard  hats  ("I  was  not  about  to 
force  a  dress  code"),  and  concedes  t 
the  field  trip  got  a  later  start  than  h 
hoped  and  thus  lingered  in  the  era 
longer  than  planned,  he  is  adamant  t 
he  had  no  idea  Galeras  was  about  to  bit 
"I'm  not  suicidal,"  he  told  FORBES. 

His  book  argues  that  it  was  only  al 
the  tragedy  that  scientists  learned  how 
recognize  the  pattern  of  quakes  that  s 
nals  eruption  for  this  particular  volcai 
Who's  right?  Each  camp  has  o 
fenders,  and  the  geological  war 
words  makes  both  books  more  int 
esting  than  either  one  alone  might  o 
erwise  be. 

Williams'  account  remains  the  bel 
read,  thanks  to  the  firsthand  narrafl 
and  able  assistance  from  coauthor  1 
Montaigne.  Bruce,  by  contrast,  devo 
the  first  half  of  her  book 
a  long  and  turgid  retell 
of  a  different  Colombi 
volcanic  disaster  at  Neva 
del  Ruiz  in  1985,  wh. 
more  than  23,000  peo 
were  killed  by  a  mudsli 
Still,  HarperCollins  e 
dently  found  Bruce's 
cusations  against  Wi 
liams  juicy  enough 
justify  a  mid-six-figi 
advance  and  an  ea 
April  publication  da 
beating  Williams  to  1 
punch  by  two  weeks. 
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THOUGHTS 

On  the  Business  of  Life 


"T~1 

J     ven  after  he  reached  the  presidency  of  his  company,  he  continued  to  concentrate  his 
whole  life  on  business.  So  engrossed  was  he  that  he  devoted  little  time  to  his  family.  Sen- 
ifflL         timent  left  his  soul.  His  only  concern  was  to  out-distance  competitors.  But  after  his  usual 
hard  day's  work,  he  was  suddenly  stricken,  died.  He  was  only  in  his  fifties.  Would  you  call  this  a  fruit- 
ful life?  I've  lived  long  enough  and  have  seen  enough  to  look  upon  such  a  life  as  lamentably  misspent. 
Man  was  not  made  for  business;  business  was  made  for  man.  — B.C.  FORBES  (1946) 


Scandal  is  merely  the  compassionate 
allowance  which  the  gay  make  to  the 
humdrum.  Think  how  many  blameless 
lives  are  brightened  by  the  blazing 
indiscretions  of  other  people. 

— SAKI 


There  are  things  you  just  can't  do  in 
life.  You  cant  beat  the  phone  company, 
you  can't  make  a  waiter  see  you  until 
he's  ready  to  see  you,  and  you  can't  go 
home  again. 

—BILL  BRYSON 


When  I  can  no  longer  bear  to  think  of 
the  victims  of  broken  homes,  I  begin  to 
think  of  the  victims  of  intact  ones. 

—PETER  DE  VRIES 


"Home"  is  any  four  walls  that  enclose 
the  right  person. 

—HELEN  ROWLAND 


If  you  want  a  golden  rule  that  will  fit 
everything,  this  is  it:  Have  nothing  in 
your  houses  that  you  do  not  know  to  be 
useful  or  believe  to  be  beautiful. 

—WILLIAM  MORRIS 


When  tillage  begins,  other  arts  follow. 
The  farmers,  therefore,  are  the  founders 

of  human  civilization. 

—  DANIEL  WEBSTER 


A  good  farmer  is  nothing  more  nor  less 
than  a  handy  man  with  a  sense  of  humus. 

— E.B.  WHITE 


Too  bad  that  all  the  people  who  know 
how  to  run  the  country  are  busy  driving 
taxicabs  and  cutting  hair. 

—GEORGE  BURNS 


An  expert  is  a  man  who  has  made  all 
the  mistakes  that  can  be  made  in  a  very 
narrow  field. 

—NIELS  BOHR 


What  a  delightful  thing  is  the  conversa- 
tion of  specialists!  One  understands 
absolutely  nothing,  and  it's  charming. 

—EDGAR  DEGAS 


A  man's  respect  for  law  and  order  exii 
in  precise  relationship  to  the  size  of 
his  paycheck. 

—ADAM  CLAYTON  POWI 


As  a  cure  for  the  cold,  take  your  toddy 
to  bed,  put  one  bowler  hat  at  the  foot,, 
and  drink  until  you  see  two. 

—SIR  ROBERT  BRUCE  LOCKH^I 


My  advice  to  those  who  think  they  ha^ 
to  take  off  their  clothes  to  be  a  star  is, 
once  you're  boned,  what's  left  to  creaU 
the  illusion?  Let  'em  wonder.  I  never 
believed  in  givin  them  too  much  ofm\ 
—MAE  WE 


A  Text... 

He  shall  cover  thee  with  his 
feathers,  and  under  his  wings 
shalt  thou  trust:  his  truth  shall 
be  thy  shield  and  buckler. 

—PSALMS  9' 
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"Oh,  You  Definitely  Should  Have." 


Give  Godiva  on  their  birthday  and  you're  sure  to  get  more  than  the  usual  response. 
To  order  a  gift  or  locate  a  Godiva  boutique  near  you, 
call  us  at  1-800-9-CODIVA  or  visit  us  at  www.CODIVA.com  or  AOL  (Keyword:  GODIVA). 
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KOHLER 

sh  look  at  the  familiar.  The  KOHLER  Vessels  lavatory.  Perfect  simplicity 
>ed  with  perfect  function  brings  art  to  the  ordinary,  a  new  delight  to  the 
Slee1'  and  surprising,  this  sink  will  delight  the  eye  forever.  Shown  here: 
ovate  /  See  the  Yellow  Pages  for  a  KOHLER'  Registered  Showroom, 
800-4- •    <HLER,ext.  MX5  to  order  product  literature,  www.kohlerco.com 
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ISING  TO  THE  TOP  IS  OUR  PRIORITY  TOO. 


Convenience  and  comfort  coupled  with  an  innate  sense  of  luxury: 
The  Towers  at  The  New  York  Palace.  Private  lobby  and  elevators. 
A  personal,  multi-lingual  maitre  d'etace.  A  staff  trained  to  respond  to  the  needs 
and  pace  of  doing  business.  In-room  dining  prepared  by  Le  Cirque  2000  or  Sushisay. 
Your  pleasure,  your  preferences  are  paramount.  Reserve  with 
your  travel  planner  or  call  i-800-palace  t. 
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Aw 
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Wenui      50th  Street  New  York,  New  York  10022 
www.newyorkpalace.com 
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my  wing.  I  want  people  to  say  "good  point!"  when  they  have  no  idea  what  I  mean. 
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capitalist  tool    Never  settle 


Boccie  Bondage 

This  is  what  Prada  does  better  than  anyone  else:  Takes  an  everyday  item,  preferably  Italian,  and  makes 
it  impossibly  chic.  In  this  case,  it's  a  luxuriously  kinky  boccie  set,  all  strapped  up  in  a  leather  harness 
with  signature  hardware  for  toting  to  and  from  the  court.  The  old  guys  playing  next  to  you  may  be 
oblivious  to  its  logoed  status,  but  your  style-conscious  friends  will  be  impressed — all  the  more  so  if  you  never 
ev  >n  t  il    it  out,  but  simply  use  it  to  prop  open  the  pantry  door.  Boccie  set,  $8j2,  by  Prada;  (888)  977-1900. 
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Remember  Those 
Old  Schlitz  Cans 
 From  the  70s? 


ALUMINUM  IS  THE  MOST  ABUNDANT 
metal  in  the  earth's  crust,  yet 
a  method  for  its  extraction  was  not 
devised  until  the  middle  of  the 
19th  century.  Since  then,  it 
has  been  put  to  myriad  uses  in  the 
design  of  cars,  planes,  buildings, 
food  containers,  fashion  acces- 
sories and  more.  "Aluminum 
by  Design:  Jewelry  to  Jets,"  on 
display  at  the  Cooper-Hewitt 
in  New  York  City  from  March  20 
to  July  15,  will  explore  the  history 
of  this  versatile,  if  under-appre- 
ciated metal.  The  aluminum 
attache  shown  here,  $105,  by  Pia 
Zangara  (www.piazangara.com; 
415-206-9582),  will  be  among 
the  items  on  sale  during  the 
exhibition  at  the  Cooper-Hewitt; 
212-849-8400,  www.si.edu/ndm.) 

Scan  for  more  info 


What  is  the  obsession  these  days  with  discount  hotel  rooms?  Do  you  want 
comfort  or  not?  Below  are  three  of  the  world's  priciest  lodgings... 

The  Grand  Bernstein  Suite,  Hotel  de  Crillon,  Paris  Square  footage: 

4,500.  Decor:  17th-  and  18th-century  French.  Thirteen  rooms,  including:  three 
bedrooms,  two  living  rooms,  four-and-a-half  marble  bathrooms,  one  din- 
ing room,  two  dressing  rooms;  saunas  and  steambaths.  Extras:  Steinway 
grand  piano;  large  flat  plasma  TV  screen;  sculpted  wood  paneling;  handmade 
Chinese  ornaments;  two  marble  fireplaces;  two  bars;  high-tech  entertainment 
center  and  business  center.  Views:  From  two  fifth-floor  terraces,  of  the 
Place  de  La  Concorde;  Eiffel  Tower;  American  Embassy;  the  entire  Left 
Bank;  Tuileries  Gardens;  Louvre.  Staff:  Butler  and  maid  service.  Rate  per 
night:  $11,000.  For  reservations:  33-1-44-71-15-00. 

The  Presidential  Suite,  Plaza  Hotel,  New  York  Square  footage:  7,802 
Decor:  French  Chateau  Style.  Twelve-room  duplex  includes  two  living 
rooms,  a  library,  kitchen,  dining  room,  four  bedrooms,  five-and-one-half 
baths,  with  whirlpools  and  saunas,  a  butler  suite,  and  a  secretary  suite.  Extras: 
Hand-painted  grand  piano,  three  marble  fireplaces,  crystal  chandeliers, 
washer/dryer,  three  meals  a  day  for  12  guests.  Views:  Of  Central  Park  and 
Fifth  Avenue  from  225-square-foot,  i8th-floor  terrace.  Staffed  by:  Butler  and 
maid  service,  private  chef,  limo  service.  Cost  per  night:  $15,000.  For  reser- 
vations: (800)  441-1414. 

The  Bridge  Suite,  The  Royal  Towers,  Atlantis,  Paradise  Island,  The 
Bahamas  Square  footage:  5,000  Decor:  Victorian.  Ten  rooms  including  a 
grand  foyer  with  powder  room,  living  room,  bar  lounge,  dining  room, 
kitchen;  two  bedrooms,  two  baths  Extras:  Baby  grand  piano;  two  entertain- 
ment centers,  dining  room  with  iron-and-22-karat-gold  chandelier;  marble 
flooring;  12-foot  ceilings;  gold-edged  mirrors;  marble  chess  board;  dolphin 
bath  fixtures.  Views  of:  The  Atlantic  Ocean,  Nassau,  and  the  Atlantis  resort 
complex  from  a  i/th-floor,  800-square  foot  terrace.  Staffed  by:  Butler  and 
maid  service.  Cost  per  night:  $25,000.  For  reservations:  (800)  ATLANTIS. 
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Adam  Smith  s 
Safari  World 


BUY  A  JACKET,  SAVE  AN  ELE- 
phant:  That's  Mike  Korchinsky's 
magnificent  obsession.  A 
smart  businessman  who  did  well 
with  the  sale  of  his  consulting 
firm,  Korchinsky  is  also  an 
environmentalist  who  appreciates 
the  power  of  capitalism.  His 
new  company,  Wildlife  Works, 
employs  Kenyans  who  turn  out 
eco-friendly  clothing.  Korchinsky 
is  upfront  about  his  motives:  He's 
fcfrica  to  do  charity  work, 


but  to  protect  its  wildlife  by  creat- 
ing a  sustainable  business  model 
more  attractive  to  the  villagers 
than  such  current  options  as 
poaching  and  prostitution.  And 
while  most  of  what  he  markets  is 
not  yet  made  in  Kenya  (this 
jacket  is  made  in  the  U.S.),  por- 
tions of  all  sales  go  toward  main- 
taining the  company's  80,000- 
acre  Rukinga  Wildlife  Sanctuary. 
Organic-cotton  safari  jacket 
with  zip-out  lining,  $175,  (888) 
934-  WILD,  www.  wildlifeworks.  com. 

Scan  for  more  info 


SHE  EATS  WITH  THE  WRONG 
salad  fork,  drinks  too  much  at  cock- 
tail parties  and  can't  make  a  lick 

of  conversation  But  geez,  she's 

ny  wife — or  he's  my  husband — and 
what's  a  rising  v.p.  like  me  to  do? 
Charles  &  Associates,  a  personal 
image  consulting  firm  with 
offices  in  New  York,  London  and 
Marbella,  Spain,  recently  launched 
a  program  aimed  at  refining 
the  awkward  corporate  spouse. 
Emphasis  is  placed  upon  etiquette, 
appearance,  manners  and  conver- 
sational techniques.  Consultants 
work  one-on-one  with  their 
ungainly  clients,  even  accompanying 
them  to  gatherings  (as  an 
"old  friend")  to  observe  and  advise. 

Social  occasions  can  be  demand- 
ing for  anyone,  notes  David 
Steinberg,  director  of  C&A's  New 
York  office,  but  particularly  for 
the  homebody  who's  suddenly  in 
demand.  He  recalls  the  uncom- 
fortable wife  of  a  new  corporate  star 
who  continually  fidgeted  at  social 
functions — adjusting  her  earrings 
and  tugging  at  a  pearl  necklace. 
Steinberg  had  her  hold  an  object 
in  each  hand — a  glass  in  one,  a  pen 
in  the  other — so  she  could  concen- 
trate on  the  person  she  was  talking 
to.  Only  after  making  her  comfort- 
able around  people  did  Steinberg 
move  on  to  conversational  skills. 

Changes  come  subtly,  of  course, 
and  yet  most  of  C&A's  clients 
only  require  three-to-five  sessions. 
"We  don't  won't  want  this  to  be 
like  therapy,"  says  Steinberg. 
Charles  &  Associates,  (212)  828-1281; 
corporate  spouse  program:  5250  for 
initial  consultation;  $100  per  session. 


r  YlLyG 


Eau  De 



NOW,  FROM  JEAN  FRANCOIS 
Laporte,  the  master  nose  behind 
the  traditional  line  of  French 
perfumery  MaTtre  Parfumeur  et 
Gantier,  comes  a  line  of 
fragrances  for — voila — your 
car!  Herbes  de  Provence,  for 
example,  boasts  a  base  of 
patchouli  and  musk 
suffused  with  zesty  lemon, 
just  right  for  reviving  a 
Jeep  interior.  Elegance 

Ambree — "an  olfactory 
odyssey" — begins  on  a  note 
of  lavender  and  crescendos 
into  vanilla,  labdanum  and 
sandalwood.  Distinctive  yet  subtle, 
no  one  will  know  your  Rolls  is 
wearing  it.  100-ml  spray  bottle, 
$35,  Bergdorf  Goodman, 
New  York;  (877)  348-6444. 
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A  Master's  in  Malt 


For  most  drinkers,  Scotch 
whisky  arrives  shrouded  in 
myth  as  thick  as  a  Highland  mist:  Oh,  the  smoking  peat!  The 
crystalline  stream  water!  Those  rugged  guys  in  the  plaid  skirts!  Is  it 
antiromantic,  ungrateful  even,  to  ask  how  these  taciturn  rural  artisans 
take  five  very  basic  ingredients — barley,  water,  yeast,  peat  and  wood — 
and  produce  their  idiosyncratic  drams?  In  Appreciating  Whisky,  Phillip 
Hills,  the  prime  mover  behind  Scotland's  estimable  public  tasting  club, 
the  Scotch  Malt  Whisky  Society,  ignores  the  faraway  sound  of  pipes 
in  the  glen  to  examine  unflinchingly  things  like  esters,  fermentation 
characteristics  and  methods  of  faking-up  bad  barrels.  This  is  serious 
inside  stuff,  a  blend  of  earthy  anecdote  and  hard  science,  including 
diagrams  of  chemical  compounds  that  may  cause  you  to  revisit  inad- 
equacies you  haven't  felt  since  nth  grade  (quick:  define  "valency").  Not 
a  book  for  the  casually  interested,  Appreciating  Whisky  provides  a  keen, 
fundamental  grounding  for  Scotch  enthusiasts,  and  carries  it  off  with 
plenty  of  quirky  humor.  "Recent  research,"  Hills  notes,  "suggests  that 
the  underarm  odour  of  old  women  causes  feelings  of  benevolence.  So 
if  you  are  feeling  depressed  and  can't  get  any  whisky,  sniff  your 
granny."  (Trafalgar  Square,  $27.50.) 


FYEye 


Next  Mex 


WHEN  THE  MEXICAN  VOLCANO 
Popocatepetl  erupted  late  last 
year,  many  of  the  local  Indians 
felt  betrayed.  After  all,  they'd 
been  leaving  offerings  of 
tequila  on  its  rim  for  years 
"He  kicked  us  out  of  our 
villages,"  said  one  old 
woman.  "What  does  he 
want  from  us?"  Probably 
better  tequila.  Don 
Julio  Gonzalez  makes  a 
100%  agave  tequila 
that  could  surely  appease 
the  angriest  of  mountains.  It 
comes  from  the  fields  surround- 
ing the  highland  town  of 
Atotonilco,  where  workers  chop 
the  leaves  off  the  silvery  blue 
plant,  extracting  the  pineapple- 
looking  pina.  At  the  distillery, 
the  pinas  are  steamed  and 
pressed,  yielding  a  sugary 
caramel-colored  juice.  Mixed 
with  Don  Julio's  own  yeast, 
it  ferments  for  several  days  and, 
twice-filtered,  emerges  as  a 
silvery  liquid,  some  of  which  is 


Or  *  You  Could  Fill  It  Full 
Of  Don  Julio  Tequila 

Isn't  it  about  time  you  began  harnessing  the  power  of  worms  in 
your  life?  Housed  in  this  ingenious  machine,  called  a  Worm-a- 
Roo,  they  can  reduce  250  lbs.  of  your  kitchen  scraps  down 
to  40  lbs.  of  "vermicompost" — a  dark  fertilizer  rich  in  nitrogen,  phos- 
phates, calcium  and  other  nutrients — in  just  three  months.  Designed 
for  indoor  use,  the  Worm-a-Roo  traps  the  smell  of  the  decompos- 
ing organic  matter,  and  its  dual-chamber  design  saves  you  the  trouble 
of  handling  the  worms  or  disturbing  their  routine.  When  one  bin 
is  filled  with  vermicompost,  start  filling  the  second,  open  the  gateway 
between  them,  and  the  hungry  residents  will  migrate  to  where  the 
food  is.  In  addition  to  being  environmentally  friendly,  the  Worm- 
a-Roo's  vermicompost  is  a  gardener's  dream,  and  its  fat,  healthy 

worms  a  fisherman's  delight.  (8yj) 
WORMAROO,  www.wormfarm.com 


immediately  bottled  as  bianco, 
the  rest  placed  in  used  oaken 
barrels  purchased  from  Jack 
Daniels.  Of  this,  half  emerges 
eight  months  later  as  reposado 
(rested);  the  rest  after  10 
more  months  to  become  anejo 


(aged).  Both  are  light  brown  in 
color  and  a  bit  mellower  than 
the  silver,  and  all  are  for  sipping 
just  as  you  would  Scotch  or 
Bordeaux.  Don  Julio  tequilas  can 
be  purchased  at  finer  liquor 
stores.  About  $40  to  $45  per 
750-ml  bottle.  — JAMES  ClMENT 


The  Ultimate  Home  On  Earth  Is  On  Water 


THE  WORLD 

of  Re  si  den  Sea. 
Travel  the  World  Without  Leaving  Home, 


Five  lavish  floorplans  •  Interiors  by  acclaimed  designers 
Residences  range  in  size  from  1,114  to  3,200  sq  ft  (103.5  to  298  sq  m) 
Only  110  discerning  home  owners  •  Extended  stays  in  exotic  ports 
World-class  dining  •  24-hour  concierge  •  Clinique  La  Prairie  Spa 
75%  of  residences  sold  or  reserved 


Coming  December  2001 


Call  today  or  visit  our  website  at  www.residensea.com   Residences  starting  from  $2,000,000 


MIAMI  -  Tel:  305  264  9090  •  Fax:  305  264  5090 
NEW  YORK  -  Tel:  +1  212  332  1660  •  Fax:  +1  212  332  1663 


OSLO  -  Tel:  +47  22  500  800  *  Fax:  +47  22  520  500 
LONDON  -  Tel:  +44  207  408  5555  •  Fax:  +44  207  408  5510 


Residence  depicted  designed  by  ]P  Mofyneux  Studio 

The  purchase  of  a  Residence  is  subject  to  an  exemption  or  exclusion  from  or  qualification  under  securities  registration 
laws  and  the  terms  and  conditions  of  the  applicable  sales  agreements.  Void  where  prohibited  by  law. 


A  Two-Foot  Shot 

YES,  YOU  COULD  SIMPLY  BUY 
your  next  pair  of  golf  shoes  at 
a  pro  shop,  but  imagine  how  com- 
fortable— and  stunning — you'll  be 
in  a  pair  of  custom-made  spikes 
by  Italian  shoemaker  Silvano 
Lattanzi.  The  maestro  himself 
makes  six  visits  a  year  to  the  U.S. 
to  conduct  fittings,  but  even  if 
you  miss  him,  salespeople  in  five 
cities  can  measure  your  feet  and 
place  your  order.  Do  it  now:  These 
beauties  will  take  four  months  to 
execute.  And  at  $3,995  the  pair 
(more,  if  you  want  exotic  skins), 
you'll  want  to  get  in  as  much  golf- 
ing as  possible.  Silvano  Lattanzi 
custom  shoes,  at  Bergdorf 
Goodman  Men,  New  York;  Stanley 
Korshak,  Dallas;  Louis,  Boston; 
Wayne  Edwards,  Philadelphia; 
and  Scott  Hill,  Los  Angeles; 
or  e-mail  Michael@massbiz.com. 
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Everybody  knows  how  to  eat  chocolate — in  large 
quantities,  and  as  often  as  possible — but  cooking  it  is  another 
deal.  Now  Robert  Linxe,  the  whiz  behind  La  Maison  du 
Chocolat,  wants  to  take  home  chefs  beyond  Toll  House  cook- 
ies and  instant  cocoa.  In  a  new  cookbook  named  after  his 
upscale  boutiques,  the  chocolatier  lays  out  not  only  his  "vision" 
and  "philosophy"  but  more  than  50  of  the  same  recipes  he  uses 
to  fill  his  candy  racks.  Everything  from  nut-packed  mendiants  to 
chocolate-dipped  orange  peels  to  four  kinds  of  hot  chocolate 
and  five  of  mousse  are  laid  out  in  straightforward  style.  (Though 
something  tells  us  they're  easier  read  than  prepared.)  Even  if  you 
never  turn  on  your  stove,  just  looking  at  the  gorgeously  photo- 
graphed delectables — such  as  this  Bouchee  Marron  with  chest- 
nut puree,  rum  and  vanilla — makes  it  a  sweet  read.  La  Maison 
du  Chocolat,  $50;  from  Rizzo/i  International. 


Home  Shopping  Network 

Don't  touch  those!"  a  woman  shrieks,  only  half-jokingly,  as 
another  guest  glances  at  a  string  of  beads  on  a  silk  pillow.  It's 
early  afternoon  in  a  Manhattan  penthouse,  where  fashion  pub- 
licist-turned-designer Karen  Bizer  is  throwing  the  jeweler's 
equivalent  of  a  Tupperware  party.  It's  not  Bizer's  home:  A 
friend  is  hosting  this  event  where  women  nibble,  gossip 
and  shop.  A  new  group  of  fine  jewelry  designers  has 
appeared  in  recent  years,  many  of  them  young  women, 
and  many  of  them  interested  in  an  old-fashioned  idea — 
selling  their  pieces  one  at  a  time  to  private  clients.  Like 
Bizer,  designers  Paula  Throckmorton,  who  makes 
pieces  inspired  by  17th-century  Mogul  India,  and 
Liseanne  Frankfurt,  whose  designs  for  LFrank  feature 
exotic  woods  and  stones,  depend  on  devoted  customers 
to  spread  the  word  about  their  jewelry.  All  three  design- 
ers have  loyal  groups  of  buyers — women  who  can't  attend 
their  events  place  orders  through  their  friends,  and  Throck- 
morton often  hears  snatches  of  cell  phone  conversation:  "It's  sap- 
phire, yes,  but  on  your  neck  it'd  be  short."  All  three  designers  also  work 
with  customers  to  create  one-of-a-kind  pieces.  But  it's  not  just  women 
buying  for  themselves — designers  like  Bizer,  Throckmorton  and 
Frankfurt  are  valuable  resources  for  the  husbands  of  their  female 
customers.  "At  name  jewelers,  they're  getting  cookie-cutter  pieces  at 
inflated  prices,"  says  Bizer's  hostess.  On  the  other  hand,  a  phone  call 
to  one  of  these  designers  gets  you  both  a  unique  piece  direct  from  the 
source  and  the  practical  input  of  a  woman  who  understands  the  spe- 
cial someone  for  whom  you're  shopping.  There  is  an  art  to  gift-giving, 
after  all,  and  no  matter  how  hard  men  strive  to  plumb  the  depths,  one 
thing  is  clear:  Those  who  know  best  what  women  want  are — women 
themselves.  Pendant  in  22k  gold  with  diamonds,  rubies  and  emeralds, 

$2,500,  by  Paula  Throckmorton,  New 
York,  (646)  840-1720;  also  at  Maxfield, 
Los  Angeles,  and  Mayfair  Jewelers, 
East  Hampton,  NY.  One-of-a-kind 


rings  in  black  horn  with 
diamond,  $4,400;  amber, 
$2,600;  and  coral,  $2,100; 
by  LFrank,  Los  Angeles, 
(jio)  jp8-6jj4;  other  pieces 
at  Louis,  Boston  and  Barneys, 
New  York  and  Los  Angeles.  Brac- 
elet of  aventurine  nuggets  with  22k- 
gold-and-emerald  clasp,  $1, 600,  by  Karen 
Bizer,  New  York;  (212)  8J6-8587. 


A  ROOM  WITH 
THE  VIEW. 


A    F  A  I  R  M  0  N 1     MANAGED  HOTEL 


FIFTH  AVENUE  AT  CENTRAL  PARK  SOUTH,   NEW  YORK.   FOR  RESERVATIONS 
CALL  1-800-7S9-3000  OR  THE  FAIRMONT  HOTELS  AT  1  - 800 -441 -14  1  4 
WWW.FAIRMONT.COM 
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CHILD  STAR 


Ever  since  Wolfgang  Puck  started  open- 
ing fast-food  joints,  we've  been  wary  of 
people  who  trade  their  good  reputations  for  increased  market  share. 
That's  why  we  cynically  suspected  Mercedes,  too,  when  they  began 
promising  a  newly  redesigned,  "affordable"  C-Class  sedan  that  was 
every  bit  as  luxuriously  built  as  their  high-end  models.  Yeah,  right. 

Boy,  were  we  wrong.  The  C-Class  is,  at  roughly  $40,000,  a  terrific 
pocket-sized  luxury  car.  It  comes  in  two  basic  sizes:  the  zippy  C  240, 
168-horsepower  engine  with  optional  standard  shift,  and  the  larger 
C  320  (215  horsepower),  which  comes  in  automatic  only.  The  first  thing 
you'll  notice  driving  either  is  how  utterly  quiet  the  car  is  inside,  par- 
ticularly compared  to  its  competition — the  BMW3-Series  and  the 
Lexis  IS  300.  That's  due  partly  to  an  audio  system  that  mysteriously 
cancels  out  ambient  noise,  but  mostly  to  the  rich  materials  that  are 
borrowed  from  the  larger,  more  expensive  S-Class  Mercedes  and  used 
now  in  the  C-Class.  All  of  the  safety  features  of  the  larger  car  are 
included  as  well,  such  as  a  reinforced  frame  and  an  array  of  eight  airbags 
cleverly  nesting  all  around  the  roomy  interior. 

If  there  is  a  downside  to  the  Baby  Benz,  it's  perhaps  the  look: 
regally  Mercedes  from  the  front,  completely  white-bread  from  the 
back  and  side.  Also,  despite  a  computerized  stability  system  that  helps 
electronically  correct  handling,  the  rear-wheel-drive  C-Class  is  pretty 
helpless  on  ice.  But  never  mind.  An  all-wheel-drive  model  will  debut 
soon,  and  this  September  look  for  a  C-Class  wagon.  Both  should 
be  further  proof  that  trickle-down  is  still  a  theory  that  works. 

Scan  for  more  info 


APART  FROM  THE  WELL-KNOWN 

methods  for  staving  off  heart  disease, 
increasing  your  blood's  viscosity  could 
save  your  life,  according  to  a  new 
book  by  research  cardiologist  Kenneth 
R.  Kensey.  The  best  way  to  further 
reduce  risk,  he  says,  is  to  donate  blood 
regularly  and  drink  at  least  12  glasses 
of  water  a  day. 

In  The  Blood  Thinner  Cure:  A 
Revolutionary  Seven-Step  Lifestyle 
Plan  for  Stopping  Heart  Disease  and 
Stroke  (Contemporary  Books),  Kensey 
states  that  the  heart  and  arteries 
become  injured  from  years  of  overwork. 
Plaque  buildup  contributes  to  the 
organ's  need  to  pump  harder,  but  so 
too  does  the  thickness  of  the  blood. 
Donating  blood  has  the  added  benefit 
of  thinning  it  over  time;  drinking 
water  softens  and  liquefies  red  blood 
cells,  helping  them  to  move  through 
the  arteries  more  easily.  Kensey 
believes  that  a  blood  viscosity  measure 
will  soon  be  as  important  as  blood 
pressure  in  determining  heart  health. 


UACCUTRON 

THE  PREMIER  BRAND  OF  THE  BULOVA  CORPORATION 


Accutron  has  traveled  to  the  moon, 
been  presented  to  royalty 
and  flown  on  Air  Force  One. 

PERHAPS  ITS  WORTHY  OF  YOUR  WRIST. 


i 

NASA  chose  our 
timekeeping  technology  for 
America's  first  trip  to  the  moon.  And 
today's  Accutron®  is  available  at  a  fine  jewelry 
store  near  you.  Swiss  made  with  a  25  year  limited 
warranty,  Accutron®  is  the  watch  whose  time  has  come. 
For  more  information  call  1.800. A. BULOVA.  www.bulova.com 

ACCUTRON®  IS  A  REGISTERED  TRADEMARK  OF  BULOVA  CORPORATION.  ©2000  BULOVA  CORPORATION.  Slyles:  27A44.  27L04 
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AVAILABLE  AT  FINE  JEWELERS 


700  people. 


100  of  Americas 
top  companies. 

$1,000,000  on  the  line, 


A  fight  to  the  finish 
at  9000  ft. 


HTHE| 

fbrbes 

Challenge 

wwwiforbeschallenge.com 


GOLF  BAG/ 


Fight  Club 

Iverybody  wants  Callaway's  new  miracle  ERC  drivers— except  the  USGA. 

By  John  Steinbreder 

OUR   DECADES   AGO,    PLAYERS   ON   THE   PGA  ToUR  STARTED 

dling  Arnold  Palmer  the  King,  and  over  the  years  the  charismatic  winner 
'  seven  majors  and  61  Tour  events  became  the  most  revered  and  respected 
gure  the  game  has  ever  known. 

But  recently,  people  have  been  hanging  much  less  flattering  monikers  on 
le  man,  and  he  is  taking  more  bullets  than  Warren  Beatty  at  the  end  of 
onnie  and  Clyde.  Columnists  have  called  him  Benedict  Arnold,  commen- 
tors  have  labeled  him  a  cheat  and  golf  professionals  have  said  he  sold  out. 

Palmer's  alleged  crime  is  that  he  has  thrown  his  considerable  weight  behind 
le  latest  innovation  from  Callaway  Golf,  creator  of  the  famed  Big  Bertha 
river.  By  doing  so,  he  thrust  himself  into  the  middle  of  the  biggest  club  con- 
oversy  in  recent  memory. 

What  could  be  so  evil  an  object  as  to 
ireaten  a  golf  idol  as  beloved  as  Palmer?  It 
a  second-generation  driver  known  as  the 
RC  II,  a  club  innocuous  in  appearance  but 
>  powerful  in  presence  that  it  almost  over- 
ladows  Tiger  Woods  as  the  hottest  story  in 
:>lf  today.  Introduced  by  Callaway  last 
•ctober  (suggested  retail  price:  $625),  it 
romises  to  give  golfers  greater  distance — 
id  in  the  words  of  company  chairman  Ely 
allaway,  "greater  pleasure" — than  any- 
ling  else  in  the  marketplace.  It  is  also 
'egal  as  far  as  the  United  States  Golf  Asso- 
ation,  one  of  the  game's  primary  governing 
xlies,  is  concerned,  because  it  fails  a  test 
tat  organization  has  devised  for  measuring 
le  way  a  ball  flies  off  the  face  of  a  club, 
herefore,  the  USGA's  official  line  of 
:asoning  goes,  it  should  not  be  put  in  play. 

"The  ERC  II  does  not  conform  to 
le  rules  of  golf  as  put  forth  by  the  USGA, 
id  it  is  our  contention  that  you  cannot 
lay  in  any  bona  fide  competition  or  main- 
iin  a  handicap  through  our  system  if 
du  use  nonconforming  equipment,"  says 
larty  Parkes,  the  senior  director  of  com- 
mnications  for  the  USGA. 
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What  got  Palmer  into  such  hot 
water  with  many  golf  traditionalists 
and  the  USGA — for  which,  ironi- 
cally, he  has  long  served  as  a  spokes- 
man and  chairman  of  the  membership 
committee — was  his  appearance  at  a 
press  conference  at  which  Ely  Cal- 
laway announced  his  plans  to  market 
the  ERC  II  in  the  U.S.  Not  only  did 
Palmer  sit  on  stage  with  the  company 
founder,  he  also  said  he  would  use  the 
nonconforming  club  in  nontourna- 
ment  play,  adding  that  it  would  be 
fine  for  others  to  do  the  same. 


"He  [Ely]  is  offering  a  piece  of 
equipment  that  will  help  improve  peo- 
ple's golf,"  the  King  explained.  "That's 
really  the  bottom  line  of  what  we're 
talking  about.  He  wants  to  be  able  to 
help  make  the  game  a  little  better  for 
the  masses  of  golfers  in  the  world. 
I  think  he's  making  it  a  little  more 

fun  There  is  nothing  wrong  with 

helping  golfers.  This  is  an  incredible 
driver,  and  it  will  help  many  people." 

It  may  well  be  an  incredible  driver, 
a  number  of  golf  professionals  say, 
and  it  may  well  help  people.  "But 
using  it  so  long  as  it  is  nonconforming 
is  wrong,"  says  Michael  Wright, 
director  of  golf  at  the  Shady  Oaks 
Country  Club,  Ben  Hogan's  old 
haunt  in  Fort  Worth,  Texas.  "I  just 
don't  think  it's  a  good  idea  to  actively 
go  against  the  rules  of  the  game,  and 
I  was  surprised  that  Arnold  would 
advocate  such  a  thing." 

Though  the  ERC  II  has  only  been 
in  pro  shops  for  a  few  months,  the 
issue  of  such  conforming  and  non- 
conforming drivers  has  existed  for 
quite  a  bit  longer.  In  fact,  problems 
over  what  has  become  known  as 
"spring-like  effect"  started  to  surface 
in  the  mid-1990s  when  members  of 
the  USGA  hierarchy,  a  group  of 
'-handicap  golfers  who  belong 
he  best  clubs  in  the 
g  n  '.earing  sto  ies  about 


high-tech  drivers  being  built  in  Japan 
with  incredibly  thin  faces  that  acted 
as  a  sort  of  catapult.  Their  fear  was 
not  only  that  the  clubs  were  already 
available  in  the  Far  East,  but  that 
they  were  headed  to  the  U.S.  The 
association  decided  to  develop  a  pre- 
emptive test  for  spring-like  effect, 
and  if  a  club  exceeded  USGA  limits, 
it  was  deemed  nonconforming. 

That  was  not  the  first  time  the 
association  had  found  itself  in  a  tech- 
nology dispute  with  equipment  mak- 
ers. More  than  a  decade  earlier,  the 


USGA  had  gotten  into  a  vicious  legal 
row  with  PING  over  the  shape  of 
some  of  its  irons.  It  has  frequently 
butted  heads  with  ball  companies  as 
well.  As  a  result,  golf  industry  exec- 
utives have  long  complained  about 
USGA's  bullying  and  resent  the 
way  its  leaders  treat  them.  "As  far  as 
they  are  concerned,  we  manufacturers 
are  nothing  more  than  commercial 
pimps  who  exist  to  corrupt  the  game," 
says  Wally  Uihlein,  chief  executive 
officer  of  Acushnet  Co.,  which  makes 
Titleist,  Footjoy  and  Cobra  golf 
equipment.  Adds  Ely  Callaway:  "The 
USGA  has  this  attitude  that  techno- 
logical advances  like  extra  distance  off 
the  tee  are  bad  for  golf.  But  all  they  are 
doing  is  inhibiting  growth  of  the 
game  and  taking  a  lot  of  fun  out  of  the 
sport  for  people  who  are  not  highly 
skilled  players." 

Suffice  it  to  say,  equipment  makers 
were  horrified  with  the  association's 
spring-like  effect  test,  especially  Cal- 
laway, which  had  made  most  of  its 
millions  on  oversized,  titanium-head 
drivers  known  as  Big  Berthas  and 
Great  Big  Berthas  that  added  both 
distance  and  control  to  most  every 
golfer's  game.  So  the  company  began 
warning  retailers  and  consumers  of 
what  it  characterized  as  a  campaign  to 
deprive  the  golfing  masses  of  game- 
enhancing  features  of  club  design 


(and  Callaway  of  much-desired  rejl 
enues  and  profits).  The  company  vm 
further  inflamed  when  then  USCi 
President  Buzz  Taylor  countered 
saying  that  the  USGA's  mission  w 
"to  preserve  and  protect  the  gam  I 
ancient  and  honorable  traditions 
and  there  is  not  one  lawyer  in  t 
world  who  is  going  to  get  in  our  w 
of  doing  that." 

In  the  spring  of  2000,  when  til 
USGA  finally  released  its  first  list  il 
outlawed  clubs,  there  were  11  on  til 
roster.  One  was  the  Callaway  ERtl 
the  club  named  after  the  compaml 
chairman,  Ely  Reeves  Callaway. 

It  should  be  noted  here  that  til 
USGA  is  only  one  of  the  sport's  tv  I 
main  governing  bodies.  The  othel 
the  Royal  &  Ancient  Golf  Club  I 
St.  Andrews,  was  formed  in  Scotlarl 
in  1754.  As  a  matter  of  course,  til 
USGA  oversees  the  sport  in  til 
United  States  and  Mexico  whil 
the  rest  of  the  world  follows  tUl 
R&A  (Canada  is  self-governing  bil 
affiliated  with  the  Scottish  bodyl 
The  two  organizations  have  workel 
closely  together  ever  since  the  USGjI 
was  founded  in  1894,  and  in  the  i95<j| 
produced  a  unified  code  of  rulej 
Today,  the  R&A  and  the  USGA  meJ 
twice  annually  to  discuss  possib' 
rule  changes,  and  they  copublis 
the  all-important  Rules  of  Golf.  Fc 
the  most  part  they  see  eye  to  eye. 

I  say  for  the  most  part  becaua 
there  have  been  disagreements  ovc 
the  years.  For  example,  the  USGJ 
approved  use  of  steel  shafts  in  th 
early  part  of  the  last  century,  fiv 
years  before  the  R&A  did.  And  fc 
years,  the  R&A  approved  usage  c 
a  golf  ball  that  was  smaller  tha 
the  one  used  in  the  U.S. 

More  recently,  the  two  assodi 
iations  did  not  agree  on  the  issui 
of  spring-like  effect,  and  while  th 
USGA  was  doing  what  it  could  t 
limit  it,  arguing  that  extra  distance  ol 
the  tee  was  a  threat  to  the  integrity  c 
the  game,  the  R&A  said  it  was  merel 
"studying"  the  matter.  It  was  not  a 
all  convinced  at  first  that  spring-lik. 
effect  even  existed,  and  if  it  did,  ther 


The  USGA  was  shocked  when  Callaway 
announced  that  it  would  be  marketing  the 
^RC  II  in  the  United  States.  


"Principle  M±  XI 


MEASURE 

the  passage  of 

TIME 

by  WHISKY 

not  CLOCKS. 


• 


If  you  truly  want  to  experience 
time,  try  our  18-Year  Ancient 
Reserve,  the  product  of  an  extended 
marriage  between  an  oak  matured 
whisky  and  one  that's  been  matured 
in  an  Oloroso  sherry  cask.  The 
resulting  single  malt  combines  undertones 
of  oak  and  honey  with  vanillas  and 
fruit  notes.  The  finish  is  stunning. 


(THHfi-  " 


nfiddich 


Glenfiddich 

Single  Malt 

S  C  O  T  C  H  WHISKY 


FAMILY    OWNED    AND    DOMINATED    SINCE  1887 

43%  ALC.BY  VOL.  IMPORTED  BY  WILLIAM  GRANT  t  SONS  NEW  YORK.  NY.  OUR  FAMILY  REMINDS  YOU.  ENJOY  THIS  WHISKY  RESPONSIBLY. 


Gasiunasen 

GALLERY 

AND  ART  ADVISORY  SERVICES 


Located  at  Worth  Avenue  and  Hibiscus,  in  the  heart  of  Palm  Beach's 
prestigious  shopping  district,  Gasiunasen  Gallery  features  works  of  art 
by  Modern  and  Contemporary  Masters.  For  26  years,  art  dealer  Ari 
Gasiunasen  has  been  satisfying  art  enthusiasts*  particular  needs,  finding  the 
perfect  match,  thus  creating  the  ultimate  union  in  taste,  appreciation  and 
format. 

Outside  of  the  gallery  venue.  Ari  Gasiunasen  has  a  strong  art  advisory  div  i- 
sion  educating  new  art  collectors  in  the  value  of  buying  art  -  whether  it  at 
auction  in  Geneva  or  from  a  private  estate  in  Philadelphia.  For  the  astute 
connoisseur,  services  range  from  upgrading  collections  to  researching  and 
authenticating  works  of  art.  All  services  have  competitive  rates,  allowing 
buyers  to  acquire  what  they  love  at  the  correct  price. 

The  Gasiunasen  Gallery  itself  boasts  a  wide  range  of  international  artists, 
such  as  Picasso.  Magritte.  Chagall.  Giacometti.  Flanagan.  Dubuffet. 
Moore.  Matisse,  and  Van  Dongen.  as  well  as  American  Masters  such  as 
Hopper.  Glackens.  Avery.  Louis.  Hofmann.  Frankenthaler.  Calder.  Warhol, 
rsh.  Hav  ing  hosted  one-man  shows  of  works  by  Jim  Dine.  George 
mise  Nevelson.  Karel  Appel.  Fernando  Botero  and  Robert 
Gasiunasen  Gallery  has  become  a  showcase  of  the  best  and 
and  has  taken  its  place  as  a  premier  focus  for  outstanding 
aintings.  works  on  paper,  sculpture  and  statuary. 

Hibiscus  Avenue,  at  Worth  Avenue 
Palm  Beach,  Florida  33480 
i:  561.820.8920  Fax:  561.820.8918 


Not  everyone  in  golf  is  so  co 
flicted,  however.  Off-course  reta 
ers,  which  sell  some  75%  of  all  g 
clubs  in  the  U.S.,  love  the  ERC  a 
ERC  II  because  they  have  attract 
so  much  attention.  "And  we  nel 
that  attention  to  get  golfers  into  cj 
stores  and  interested  in  spendii 
money  on  equipment  again,"  says  t| 
head  of  one  New  England  golf  she 

But  the  issue  is  not  an  easy  one  i 
private  club  golf  pros.  "It  has  openj 
a  can  of  worms  for  us,"  says  Lori  V 
Sickle,  head  professional  at  the  D 
Pont  Country  Club  in  Wilmingtcl 
Delaware.  "There  have  been  a  lot 
debates  around  the  country  as 
whether  PGA  professionals  shou 
promote  a  club  that  is  nonconforrl 
ing.  I  know  some  golf  pros  who  a 
so  adamant  about  the  issue  that  thi 
are  boycotting  any  Callaway  proi 
ucts,  while  others  are  selling  the  cli 
because  their  club  president  or  gc 
committee  chairman  says  they  mu: 

"For  us,  we  are  going  to  take  tl 
approach  that  the  club  cannot  | 
used  in  tournaments  or  for  handic; 
purposes,  or  anything  which  is  got 
erned  by  USGA  rules.  It  is  going 
require  a  lot  of  housekeeping,  bul 
am  not  going  to  stand  on  the  first  t| 
and  police  people  if  they  want  to  tal 
it  out  on  a  Sunday  afternoon  rounc 

As  for  Arnold  Palmer,  sticking 
his  principles  has  continued  to  cau. 
him  considerable  grief.  At  the  en 
of  2000,  an  unhappy  USGA  beg* 
cutting  back  on  his  role  as  honora. 
chairman  of  its  members  prograr 
and  in  January  it  removed  him  altc 
gether.  But  that  decision  lasted  on 
one  day.  The  membership's  outran 
was  such  that  Palmer  was  almo 
immediately  reinstated. 

And  the  controversy  seems  t 
follow  him  wherever  he  goes.  Whe 
it  was  announced  at  a  press  confrenc 
recently  that  Palmer  and  Jack  Nict 
laus  would  compete  in  this  year 
Liberty  Mutual  Legends  of  Go 
tournament,  Palmer  asked  Nicklai 
what  clubs  he  planned  to  play  in  th; 
event.  Nicklaus  replied,  "Legal  one 
What  are  you  going  to  use?"  • 
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B  merica's  first  resort  towns — 

■  places  like  Palm  Beach,  Hot 

■  Springs  and  Atlantic  City — took 
golf  early.  By  the  dawn  of  the  20th 
tury,  the  game's  roots  at  premier  U.S. 
)rts  ran  deep.  And  yet,  resort  courses 
re  long  been  viewed  as  inferior — 
1-groomed  and  customer-friendly 
haps,  but  seldom  possessing  the 
e,  strategy  and  challenge  we  associate 
h  golf  at  top  private  clubs. 

et  in  all  corners  of  America  lie  won- 
ful,  historically  significant  resort 
f  courses,  many  built  by  the  game's 
:st  pre-WWII  architects.  Some  of 
se  remain  largely  unchanged,  while 
iers,  though  altered,  still  offer  a 
mdid  taste  of  golf  as  it  was  played 
ing  its  Golden  Age  between  wars, 
at  follows  are  profiles  of  seven  of 
most  "collectible"  resort-golf  expe- 


riences available  in  the  U.S. 
They're  a  geographically  and 
architecturally  diverse  group, 
but  each  in  its  own  way  is  a 
requisite  destination  for  the 
golf-course  connoisseur. 

An  obvious  anchor  for  the 
list  is  Pebble  Beach.  The 
world's  most  spectacularly  sit- 
uated course  rolls  into  its 
ninth  decade  with  a  modest 
facelift,  a  continued  lofty  posi- 
tion on  golf's  various  course 
rankings  and — following  the 
2000  U.S.  Open  at  Pebble- 
Tiger  Woods'  thorough  redefi- 
nition of  Open  greatness.  Not 
surprisingly,  so  fine  a  layout 
has  seen  few  substantial  changes  over 
time.  Jack  Nicklaus'  new  fifth  hole  is 
the  most  striking  alteration,  and  the 


tfmtrimJttn 


disappearance  of 
wild  dunes  from 
alongside  several 
greens  is  the  most 
lamentable.  Other- 
wise, the  paucity  of 
layout  changes  of- 
fers a  fine  testimoni- 
al to  H.  Chandler 
Egan's  1928  renova- 
tion of  the  original 
Jack  Neville-Dou- 
glas Grant  design, 
done  in  preparation 
for  Pebble  Beach's 
first  major  champi- 
onship, the  1929 
U.S.  Amateur.  Harrison  Johnston  won 
that  tournament,  though  70  years  later 
we  remember  it  for  heavy  favorite  Bob- 


abound,  but 
only  a  few  boast 
"serious  golf" 
pedigrees.  Take 
a  purist's  tour 
of  vintage  resort 
golf  in  the  U.S. 

By  Daniel  Wexler 


SURGEON  GENERAL  WARNING:  Cigar 
Smoking  Can  Cause  Cancers  Of  The  Mouth 
And  Throat,  Even  If  You  Do  Not  Inhale. 


MAC  AN  U  DO-Smooth.  Every  Time. 


lMPORTH&!.hand  made  since  1868 


ed-for  premium  cigar  brand,  Macanudo  delivers  unmatched  smoothness  in  four  distinctive  tast 

I  MACANUDO  Robust  I  MACANUDO  Vintage  I  MACANUDO  Madur 


resort  classics 
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The  Broadmoor,  Colo. 


by  Jones  being  unceremoniously  ousted 
in  the  opening  round.  Every  great  player 
of  the  modern  era  has  competed  at  Peb- 
ble, yet  their  ghosts  maintain  a  decided- 
ly low  profile,  overshadowed  by  the  roil- 
ing blue  waters  of  Carmel  Bay  and  the 
awesome  beauty  of  Del  Monte  Forest. 
Pebble  Beach  remains  a  place  that  every 
serious  golfer  (with  several  hundred 
dollars  to  spare)  must  play  at  least  once. 

Some  260  miles  down  the  Califor- 
nia coast,  just  north  of  Ventura, 
lies  the  quaint  mountain  hamlet 
of  Ojai.  Here  the  Ojai  Valley  Inn  &  Spa 

reigns  supreme  as  a  smaller-scale,  low- 
glitz  resort  offering  old-fashioned 
Roaring  Twenties  ambience.  Its  golf 
course,  the  1925  brainchild  of  Riviera 
designer  George  Thomas,  is  routed 
through  scenic  valleys  and  barrancas 
with  a  visual  boldness  that  placed  it 
among  America's  elite  during  those 
halcyon  days,  and  ever  since. 

Despite  WWII-era  changes  that  in- 
cluded the  loss  (and  recent  recovery)  of 
e  famous  par-3  third,  the  Ojai  layout 
;';  retains  much  of  this  stylistic 
known  for  its  Spa  Vil- 
'    :   ruly  feels  removed 
on,  though  it  lies  just  90 
A  Los  Aneeles. 


When  the  subject  is  mountain 
golf,  it's  impossible  to  overlook 
The  Broadmoor  in  Colorado 
Springs,  Colo.  Since  1918  this 
perennial  five-star  resort  has 
stood  boldly  beneath  Cheyenne 
Mountain,  marking  the  eastern 
gateway  to  the  Rockies.  A  fine  Donald 
Ross-designed  golf  course  opened  with 
the  hotel,  but  its  eventual  popularity 
proved,  for  purists  anyway,  bittersweet. 
In  1950,  the  resort  began  a  two-step  ex- 
pansion to  36  holes,  the  result  being 
the  nearly  equal  division  of  the  16  sur- 
viving Ross  holes  between  today's  East 
and  West  courses.  Though  modernized 
a  bit  around  the  edges,  many  of  the 
Ross  holes  retain  their  essential  chal- 
lenge, providing  a  sort  of  timelessness 
that  might  easily  take  one  back  to  1959, 
when  Jack  Nicklaus  won  the  U.S.  Ama- 
teur on  the  East  course.  In  addition  to 
golf  (where  a  total  of  54  holes  are  now 
in  play),  the  Broadmoor  has  grown 
into  a  complete  high-end  resort,  its 
range  of  recreational  and  dining 
amenities  measuring  favorably  at  the 
world-class  level. 

At  the  opposite  end  of  the  spectrum, 
both  geographically  and  topographi- 
cally, is  the  Biltmore  Hotel,  situated  in 
the  affluent  Miami  neighborhood  of 
Coral  Gables.  Golf  cannot  truly  be 
called  the  centerpiece  here,  for  that 
honor  goes  to  the  hotel  itself,  a  stun- 
ning Spanish  Mediterranean  structure 
featuring  a  21,000-square-foot,  sculp- 
ture-lined swimming  pool  and  a  300- 
foot  bell  tower.  Opened  in  1926,  the 


hotel  has  seen  peaks  and  valleys.  It 
actually  closed  for  17  years  beforl 
marvelous  restoration  in  1985. 

In  the  early  years,  the  Biltmore  v| 
focal  point  of  winter  golf  and  Sq 
Register  fraternizing  in  South  Floi 
its  adjacent  Donald  Ross  layout  h 
ing  numerous  matches  among  sn 
birding  stars  like  Walter  Hagen,  C 
Sarazen  and  Tommy  Armour.  The 
re-sequenced  since  those  glory  d 
these  same  18  holes  have  retained  t 
essential  identities  over  the  years, 
only  the  occasional  bunker  or  tee 
ing  added.  Savoring  the  gentle  bre 
of  the  Gulf  Stream  in  the  shadov 
this  spectacular  hotel  may  be  as  c 
as  one  can  come  to  experiencing 
splendor  of  golf's  Golden  Age. 

The  Cloister,  located  on  Sea  Islani 
one  of  several  historic  resorts  that 
the  Golden  Isles  of  southeastern  G) 
gia.  Opened  in  1928,  it  is  situatec 
land  originally  dedicated  to  the  ham 
ing  of  well-known  Sea  Island  coi 
and  features  the  "Bull  Market  Med 
ranean"  design  style  of  Palm  Beach 
chitect  Addison  Mizner.  Golf  has  a  a 
ilarly  renowned  pedigree  at  Sea  Ish 
dating  to  a  1927  nine  laid  out  by  Ar. 
ica's  first  great  champion,  Walter  Tra 

These  holes  were  altered  two  yj 
later  by  British  architect  C.H.  Ali 
when  he  added  the  more  famous  ! 
side  nine.  In  recent  years  the  nines  H 
been  divided,  Travis'  being  includei 
the  Rees  Jones-designed  Plantat 
Course  and  Alison's  in  Tom  Faz) 
newer  Seaside  layout.  While  the  sr. 
ings  have  been  painted  in  a  distim 
modern  style,  the  primary  colors 
resemble  Travis  and  Alison.  And  t 
along  with  the  glorious  Lowcour 
ambience  and  hospitality,  are  reas 
enough  to  visit.  The  addition  of 
brand-new  Lodge  at  Sea  Island  C 
Club  and  plans  for  more  golf  will  c 
be  icing  on  the  cake. 

The  great  champion  Tommy  Armi 
once  observed  that  a  man  "who  doe 
feel  emotionally  stirred  when  he  gj 
at  Pinehurst"  should  be  "ruled  oui 
golf  for  life" — words  that  ring  true  j 
dav.  The  resort  itself  has  certai 
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Headcovers 
that  say 

vouVe 


vn,  presently  offering  an  un- 
:hed  144  holes  of  golf.  Fully  100 
s  after  its  embryonic  nine-hole  be- 
ings, the  legendary  No.  2  course 
tins  the  unquestioned  leader  of  the 
hurst  pack.  For  how  can  one  play 
ugh  its  pine-scented  forest,  doing 
e  with  Donald  Ross'  famed  green 
plexes,  and  not  get  caught  up  in 
dstory  and  tradition? 
n  Hogan  won  his  first  professional 
nament  here.  Walter  Travis,  Francis 
net  and  Jack  Nicklaus  all  won  No. 
Jorth  and  South  Amateur;  Walter 
:n,  Sam  Snead,  Byron  Nelson  and 
i  Donald  Ross  himself  won  the 
th  and  South  Open.  It  is  one  of 
s  unique  places,  tied  intimately  to 
jame's  American  roots.  Now,  with  a 
:  in  the  USGA's  unofficial  U.S. 
n  "rota"  secured,  it's  a  prominent 
of  the  sport's  future,  as  well, 
here  history  and  longevity  are  con- 
ed, it  is  doubtful  whether  any  resort 
match  The  Homestead  in  Hot 
lgs,  Va.,  where  Inn  guests  have  been 


entertained  on  the  same  site  since  1766. 
The  Old  Course,  a  Donald  Ross  re- 
design, is  a  pleasant  enough  test,  but  for 
the  serious  player,  the  true  lure  of  the 
resort  is  William  Flynn's  legendary  Cas- 
cades Course.  Opened  in  1924,  the  Cas- 
cades is  routed  through  a  forested  Al- 
legheny Mountain  valley  and  features  a 
small-but-menacing  stream  meandering 
through  landing  areas  on  eight  holes. 
Often  hailed  as  America's  finest  moun- 
tain course,  the  Cascades  relies  on  both 
its  varied  terrain  and  Flynn's  strategic 
flair  to  keep  the  player  thinking,  and 
also  features  a  rather  offbeat  par- 5,  par- 
5,  par-3  sequence  of  finishers. 

Golfing  guests  eventually  sample  the 
resort's  other  fine  amenities,  including 
the  Jefferson  Pools — indoor  mineral 
springs  named  after  Thomas  Jefferson, 
who  enjoyed  their  putative  medicinal 
properties  during  a  visit  in  1818.  Like 
the  other  six  resorts  on  this  list,  The 
Homestead  is  sought  out  for  its  vintage 
golf  and  savored  for  its  all-round  style 
and  luxury.  ■ 


Seven  Icons  of  American  Resort  Golf 


PEBBLE  BEACH 


OJAI  VALLEY  INN  &  SPA 


THE  BROADMOOR 


BILTMORE  HOTEL 


THE  CLOISTER 


PINEHURST 


THE  HOMESTEAD 


(800)  654-9300,  wwv 


(800)  422-6524,  www.ojairesort.com 


(800)  634-771 1,  www.broadmoor.com 
(800)  727-1926,  www.biltmorehotel.com 


(800)  732-4752,  www.seaisland.com 
(800)  487-4653,  www.pinehurst.com 
(800)  838-1766,  www.thehomestead.com 


Distinctive,  hand-knit. 
100%  wool  covers  that  do  the 
bragging  for  you.  Custom  made 
to  fit  any  club.  Available  in 
a  variety  of  colors. 


1-800-862-3227 
Call  us.  The  top  pros  do. 


SPECIAL   ADVERTISING  SECTION 

Jack  Daniels 

I     and  the  Art  of  Hosting 

A  Whiskey 
lasting 

Vital  as  they  are,  corporate  events  can  be  dry,  buttoned- 
down  affairs.  So  after  pulling  the  plug  on  the  final  Power  Point 
presentation,  enliven  the  mood  with  an  unusual  event:  a  private 
whiskey  tasting. 

A  tasting  adds  a  novel  twist  to  a  gathering,  whatever  the 
occasion.  One  can  be  organized  as  a  way  to  thank  your  best 
customers  or  managers,  mark  company  achievements  and 
celebrate  family  reunions  and  milestones,  even  to  kick  off  a 
bachelor  party.  A  tasting  is  also  a  great  excuse  to  have  friends 
over  to  sample  some  good  whiskey.  "Winter  is  a  great  time 
for  a  whiskey  tasting.  Everyone  loves  to  drink  something  in 
front  of  a  fire,"  says  Lynne  Tolley,  whose  great-granduncle,  Jack 
Daniel,  is  synonymous  with  the  Tennessee  whiskey  tradition. 

While  the  wine-tasting  crowd  can  be  a  trifle  competitive,  an 
easygoing  jocularity  inevitably  rises  during  a  tasting  of  Ten- 
nessee whiskeys.  Perhaps  it's  the  innate  Southern  hospitality 
that  flows  through  the  unique  amber  liquid  that  the  Jack 
Daniel  Distillery  has  been  turning  out  in  Lynchburg,  Ten- 
nessee, since  1866.  "There's  nothing  highfalutin  about  fine 
whiskey,"  says  Tolley,  an  experienced  taster  at  the  distillery. 
"The  taste  of  whiskey  is  a  iot  earthier  than  wine  and  makes 
a  tasting  a  lot  more  fun." 

As  for  what  to  taste,  guests  should  be  open  to  new  dis- 
coveries. Whiskey  tasting  uses  no  stiff  vocabulary;  just  set 
the  imagination  free  and  enjoy!  Swirling  a  snifter  of  Jack 
Daniel's  premium  Single  Barrel,  for  instance,  a  taster  might 
uncover  a  hint  of  chocolate,  caramel,  toasted  wood,  even 
moistened  tobacco  leaves,  says  Tolley.  "It  is  totally  subjective 
to  an  individual's  personal  experience  and  history. 

I  was  at  one  tasting  where  somebody  even  recalled 
sroma  cf  their  granddaddy,"  says  Tolley,  who  is 
called  on  to  host  private  tastings  for  large  groups. 


most  of  a  private  tasting: 

•  Invite  a  group  of  10  to  20  people  and  plan  your  tasting  just  I 
before  a  meal,  when  taste  buds  are  at  their  keenest. 

•  Use  brandy  snifters,  not  ordinary  glasses,  and  cover  them  aften 
pouring  to  capture  the  esters.  "That  keeps  the  aroma  in  the 
glass,  and  in  tasting,  aroma  is  everything,"  says  Tolley. 

•  Try  sampling  several  whiskeys,  beginning  with  the  lowest 
proof.  To  host  a  Jack  Daniel's  family  of  brands  tasting,  start 
with  Gentleman  Jack,  move  to  Jack  Daniel  Black  Label  and 
finish  with  Single  Barrel. 

•  After  each  sip,  refresh  the  palate  with  a  sip  of  water. 

•  Personalize  a  tasting  by  planning  something  unique.  For 
instance,  ask  guests  to  write  down  their  impressions  and; 
read  them  aloud  —  anonymously.  Or  once  guests  have  sam- 
pled everything,  challenge  their  newly  developed  senses  with 
a  blind  taste  test.  Pit  the  men  against  the  women  or  sales 
against  marketing.  Of  course,  winners  get  to  take  home  a  prize. 
Needless  to  say,  few  things  bring  a  group  closer  together 

than  a  whiskey  tasting.  Keep  in  mind,  however,  that  this  is  just 
a  tasting  —  and  those  newly  initiated  to  the  captivating  flavor 
of  Jack  Daniel's  will  no  doubt  yearn  for  more.  "The  perfect  way 
to  cap  off  an  event  is  by  presenting  each  person  with  a  delicious 
whiskey  in  a  beautiful  decanter  to  take  home,"  says  Tolley. 
"It's  a  nice  touch."  M\ 


Jn't  a  whole  barrel  of  Tennessee  Whiskey  make  a  great  gift  to  a  good  friend  or  customer?  If  you  agree,  call  us  at  615-340-1033. 

)ME  FOLKS  LIKE  our  Jack  Daniel's  Single  Barrel  so  much  we've 
:ided  to  make  it  available  by  the  barrel. 


lis  whiskey  is  so  unique  we're  selling  it  in  a  size  that  will  definitely 
Id  you  a  while:  a  50 -gallon  barrel.  Jack  Daniel's  Single  Barrel  is  hand 
ected  by  our  head  distiller  during  aging,  then  bottled  one  barrel  at  a 
le.  Of  course,  getting  one  of  these  400- pound  barrels  into 
ur  hometown  will  take  some  doing.  But  if  you're  interested, 
t  write  our  head  distiller  here,  Jimmy  Bedford.  He'll  even  put 
ur  name  on  the  barrel  if  you  ask  him. 


JACK    DANIEL'S   SINGLE  BARREL 

Your  friends  at  jack  Daniel's  remind  you  to  drink  responsibly . 

Tennessee  Whiskey  •  47%  alcohol  by  volume  (94  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop.  361),  Tennessee  37352  •  www.jdsinglebarrel.com 

Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 


With  the  JVC  GR-DVL9800  CyberCam. 


It's  got  more  features  an 
%k  capabilities  than  you  i 
ever  dreamed  of.  Yen 
^  •  *    it's  so  simple  to  use. ! 

ty'tfifij&r     you'll  wonder  how yos 
ever  lived  without  it. 

The  highest  resolution  in  the  industn 

The  GR-DVL9800  is  JVC's  most  awesome 
Digital  CyberCam  ever.  For  starters,  it's 
taken  resolution  to  a  new  extreme  for 
consumer  camcorders,  so  the  images  yo 
rapture  will  be  nothing  short  of  breath- 

'  ng.  At  the  same  time,  it's  also  an 
incredible  digital  still  camera,  featuring 
XGA  resolution,  multiple  snapshot 
modes,  a  built-in  auto  flash  and  a 
removable  MultiMedia  Card.  Enhanced 
digital  effects  are  built  right  in,  along 
with  advanced  video  editing  and  multi- 
media interfacing  capabilities.  A  5-piece 
software  package  (valued  at  $180.00)  is 
even  included. 

the  GR-DVL9800  you'll  swear  you'v 
one  to  digital  heaven.  And  you'll  be 
amazed  at  how  beautiful  everything 


£CLAX  DU  JOUR  / 


Yo,  Picasso 

Nicholas  Evans-Cato's  spectral  paintings 
of  New  York  sell  for  a  handsome  price.  They 

should — he  often  risks  his  life  to  create  them. 

By  Thomas  Jackson 


N  A  SUNNY  DAY  RECENTLY,  A  CROWD  GATHERED  AROUND  CITYSCAPE 

inter  Nicholas  Evans-Cato,  who  had  set  up  his  easel  in  front  of  A&T  Deli 
■ocery,  on  the  corner  of  Bergen  and  Underhill  streets  in  the  Prospect  Heights 
;tion  of  Brooklyn.  They  pressed  hard  behind  him,  scrutinizing  his  sharp 
idering  of  the  intersection,  the  overgrown  lot  beyond,  St.  Joseph's  church 
d  the  World  Trade  towers  in  the  far  distance.  "Look  at  that,"  remarked 
landsome  young  black  man  named  Max,  "he  even  got  the  'Don't  Walk' 
;n  in  there."  "Yeah,"  added  an- 
tier  man,  "the  dents  in  the 
lewalk  and  everything."  The 
it  of  the  group  comprised 
ramily  of  three  from  Central 
Tierica,  a  man  named  Carl, 
10  wore  a  Sean  John  jumpsuit 
d  gold-rimmed  glasses  with 
How  lenses,  a  mainly  toothless 
)man  who  said  "Boy's  good" 
ree  times  and  a  middle-aged 
vish  fellow  named  Eliot,  who 
ced,  "Bob  Ross  doesn't  teach 
u  this  stuff."  Standing  in  front 
is  a  preteen  boy  named  Julian, 
10  was  sucking  quietly  on  a  red 
>psicle  stick  and  staring  wide- 
ed  at  the  painting,  then  at 
/ans-Cato,  then  back  again. 

Evans-Cato's  cityscape  paint- 
gs,  which  have  been  shown 

galleries  around  New  York 
tty,  as  well  as  at  the  Museum 

the  City  of  New  York,  are 
oody  studies  in  light:  a  housing  project  tower  against  a  rust-colored  dusk 
y;  the  Manhattan  Bridge  during  a  rainstorm;  or  the  Gowanus  Canal  on 
brilliant,  sunny  day.  He  portrays  these  gritty,  urban  scenes  with  the  same 
verence  and  care  cityscape  painters  like  Canaletto  did  the  piazzas  of  Venice, 

Caillebotte  the  streets  of  Paris.  Yet  unlike  in  their  work,  there  are  no 
:ople  in  Evans-Cato's  paintings,  nor  are  there  moving  cars,  creating  the 
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character 

revealed. 


on  the  f  a  i  r  w  a  y  s 

today,  perhaps 

aboardroom 


tomorrow. 


illusion  of  Brooklyn  after  a  neutron 
bomb  attack.  "I'm  interested  in 
the  narrative  of  the  place,  as  defined 
by  the  streets  and  the  architecture, 
more  .than  the  narrative  that's  sug- 
gested by  the  people,"  he  says.  But 
when  he  is  out  painting,  the  people 
are  interested  in  him.  Some  watch 
respectfully  from  a  distance,  others 
cheer  him  on,  while  still  more  ask 
what  he,  a  young  white  man,  is 
doing  in  their  neighborhood.  His 
paintings  have  been  referred  to 
as  "muy  nice,"  "magnificent,"  "da 
bomb,"  "awesome"  and  "phat,"  and 
he  himself  has  been  called  "super- 
bad,"  "pendejo"  and,  on  uncountable 
occasions,  "Picasso."  On  one  cold 
day  in  the  Farragut  housing  projects, 
an  old  woman  walked  up  to  him, 
looked  at  his  canvas  and  said,  "God 
bless  your  hands." 
Another  time,  while 
he  was  painting  the 
Gowanus  Canal,  a 
man  offered  him  $20 
to  paint  his  dog,  then 
grew  angry  when 
Evans-Cato  said  no. 

With  so  many  art 
critics  about,  Evans- 
Cato's  state  of  mind 


His  paintings 
have  been  referred  to  as  " 
fcent,"  "da  bomb,"  "awesome" 


which  they  pelted  with  stones. 

Indeed,  Evans-Cato's  artis 
ambition  leads  him  to  set  up  his  ea 
in  odd  places  at  odd  times,  such  as 
a  traffic  island  on  the  intercha 
between  the  Williamsburg  Bri 
and  the  Brooklyn-Queens  Expres 
way  during  a  heavy  rainstorm.  Whi 
he  was  there  three  years  ago,  a  c 
came  careening  around  the  bend  a 
smashed  into  the  I-beam  and  sanl 
filled  barrels  at  the  island's  poii 
sending  a  hail  of  sand  and  brok 
plastic  in  his  direction.  One  pie 
sailed  past  his  head.  Another  stru 
his  easel,  which  acted  as  a  protect! 
shield.  In  the  finished  painting,  t: 
debris  from  the  crash  is  clearly  visiH 
in  the  foreground,  yet  the  slick,  shii 
highway  is  totally  deserted. 

"I  try  not  to  get  myself  into  dai 


muy  nice,"  "magnil 
and  "phat." 


while  working  ranges  from  pleasandy 
distracted  to  extremely  agitated.  On 
occasion,  he  is  frightened.  Last  win- 
ter, he  was  painting  by  headlamp  on 
a  Brooklyn  rooftop  when  a  man  on  a 
nearby  building  began  firing  a  semi- 
automatic pistol  randomly  at  the  hor- 
izon, sending  bullets  whizzing  over 
Evans-Cato's  head.  Several  summers 
ago,  he  was  trapped  on  a  narrow 
footbridge  in  the  South  Bronx  by  a 
gang  of  teenagers  carrying  sticks  and 
baseball  bats.  He  was  saved  that  day, 
he  believes,  by  his  painting.  "Ohhh 
s — ,  that's  cool!"  one  kid  said.  "Phat," 
said  another.  The  boys  let  him  go 
just  as  a  Metro  North  train  passed, 


gerous  situations,"  he  says,  "but  the 
are  certain  places  I  just  like  to  pain) 
By  the  time  he  had  put  the  finisl 
ing  touches  on  his  painting  outsic 
A&T  Deli  (the  plastic  shopping  ba: 
snarled  in  the  weeds  at  the  base 
the  fence  around  the  empty  lot),  tl 
crowd  had  dwindled  down  to  Julia 
who  had  not  moved  for  more  than  1 
hour.  Evans-Cato  lifted  the  paintir 
off  the  easel  and  leaned  it  sidewa; 
against  a  nearby  telephone  poll 
forcing  Julian  to  tilt  his  head  to  col 
tinue  admiring  it.  Then  Evans-Cai 
folded  the  easel  and  strapped  it  to  h 
back,  grabbed  the  painting,  mounte 
his  bicycle  and  was  off.  • 


WHO  KNEW 

LOU  GEHRIG'S  DISEASE 
COULD  BE 

MY  DISEASE? 


EHRIG'S    DISEASE,   OR   ALS,   CAN   STRIKE  ANYONE   OF  ANY  AGE,   RACE   OR   GENDER.  As  OF 


>AY,  THERE  IS  NO  CURE  OR  EFFECTIVE  TREATMENT.  JENIFER  ESTESS  AND  HER  SISTERS  STARTED 
DjECT  A.L.S.  TO  FtiNDj^HE  SCIENTIFIC  RESEARCH  THAT  WILL  HELP  MILLIONS  OF  PEOPLE  WITH  ALS, 

eheimer's,  Parkinson's,  Huntington's,  Multiple  Sclerosis  and  spinal  cord  injuries. 

HELP,  CONTACT  PROJECT  A.L.S.  AT    1-800-603-0270  OR  WWW.PROJECTALS.ORG 
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SIGNPOST  / 


3n  the  Road 


Big  game  in  Botswana... Big  bears  in  Manitoba... Pumped  and 
tmpered  at  Cal-a-Vie...a  Paris  makeover... Dead  celebs  in  Hollywood.... 


'and  Staircase-Escalante:  Careering  through  south-central  Utah  on  two 
leels,  I  continually  confronted  a  frustrating  choice:  to  stop  for  photographs 
keep  on  pedaling.  Stretched  across  the  dusty  landscape  were  picture-per- 
t  cottonwoods  and  cactuses,  rust-colored  cliffs  and  canyons,  wind-blasted 
:k  formations  and  endless  vistas  worthy  of  a  John  Ford  cavalry  charge — if  not 
[isposable  Kodak.  Yet  during  five  days  of  mountain  biking  in  the  Grand 
lircase-Escalante  region,  I  rarely  slowed  down  for  a  snapshot.  No  matter  how 
ggering  the  scenery,  the  rush  of  speed- 
*  past  it  was  that  much  more  seductive. 
The  1.9-million-acre  Grand  Staircase- 
calante  was  much  in  the  news  back  in 
)6  when,  after  some  nasty  political 
labbling,  President  Clinton  designated 
1  National  Monument.  The  President 
nted  to  protect  it  from  development 
d  mining;  local  Utah  legislators,  decry- 
r  federal  intrusion  in  their  backyard, 
v  Clinton's  actions  as  arrogant.  With 
d  blood  on  both  sides,  the  executive 
ler  was  eventually  signed  in  a  ceremony 
Id  across  the  border  in  Arizona. 
Whatever  the  wrangle,  the  place  is 
vonder  from  a  bike  seat — a  vivid 
:lange  of  canyons,  cliffs,  mesas  and 
iteaus  that  spread  north  from  the 
rand  Canyon  and  east  from  Bryce 
inyon.  My  ride  was  put  together  by 
astern  Spirit  Cycling,  a  first-rate 
imntain-bike  travel  outfit  that  has 
erated  out  of  Moab  since  1989.  With 
tours  and  hundreds  of  rides  each  year  throughout  the  American  West, 
estern  Spirit  has  its  operation  down  cold.  We  had  to  set  up  our  own  tents — 
wilderness  adventure  in  itself  for  this  city  slicker— but  everything  else 
is  handled  seamlessly  by  our  guides:  Becky,  a  cheerleader-cute  Coloradan 
10  could've  cracked  geodes  with  her  muscular  thighs,  and  John,  a  knowl- 
geable  sports  vagrant  who  cooked  a  mean  Dutch-oven  tamale  pie.  They 
:re  always  pedaling  with  us  or  trailing  just  behind  in  a  supply  van  full  of 
5gage,  coolers  and  enough  high-carbo  snacks  to  fuel  the  Tour  de  France. 
Our  group  often  ranged  from  a  British  banking  couple  to  a  pumped-up 
A.  kidney  doctor,  only  a  few  of  them  serious  cyclists.  Most  of  the  riding 


Dusty  trails,  to  you. ..The  Grand 
Staircase-Escalante  unrolls 
as  a  vivid  melange  of  canyons, 
cliffs,  mesas  and  plateaus 
on  Western  Spirit  Cycling's 
five-day  mountain  bike  tour. 
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wasn't  "technical,"  but  we  covered 
some  very  rural  roadways:  paved,  dirt, 
rock-strewn,  pockmarked  and  worse. 

After  a  fine  first  night  in  the 
Boulder  Mountain  Lodge,  Becky 
led  us  on  one  of  the  most  striking 
stretches  of  highway  in  America:  the 
Hogback  Ridge  along  Utah  Rt.  12, 
with  precipitous  drops  and  monu- 
mental scenery  in  all  directions. 
Setting  the  pattern  for  our  trip,  we 


The  queen  of  the  jungle  enjoys  a  double-zebra 
cheese  during  Abercrcmbie  &  Kent's  Luxury 
in  the  Wilderness  safari  in  the  Okavango  Delta 

took  it  as  fast  as  we  could,  ripping  45 
mph  on  a  lengthy  downhill  of  switch- 
backs and  hairpins.  At  the  bottom  we 
got  our  heart  rate  down  with  a  five- 
mile  roundtrip  hike  to  lunch  and 
a  frigid  swim  beneath  Lower  Calf 
Creek  Falls.  It  was  going  to  be  an 
active  vacation. 

The  roads  got  rougher  and  the 
scenery  grander  the  farther  we  ped- 
aled into  GSE.  On  the  second  day,  a 
rigorous  30-mile  haul  through  sheer 
canyons  and  rolling  high  desert  ended 
at  a  scenic  campsite  between  two 
peaks.  The  next  three  days  were  exhil- 
arating, with  swooping  downhills 
and  plenty  of  rough  riding.  The  often 
precarious  road  conditions  and  occa- 
sional violent  thunderstorms  height- 
ened the  thrill.  Our  guides  came 
through  beautifully  at  mealtimes, 
especially  in  spreading  out  civilized 
lunches  on  the  road.  And,  except  for  a 
couple  of  minor  tumbles,  there  were 
no  pile-up?  or  injuries 

five  days  v         f-red  about 
from  them     n  in  town  of 


with 


Boulder  to  the  shore  of  Lake  Powell. 
Though  we  ended  each  day  sticky, 
sweaty  and  covered  with  dust,  I 
noticed  that  hardly  anyone  used  the 
solar  shower  slung  up  at  camp.  It  may 
be  that  the  deeper  you  get  into  the 
desert,  the  more  you  want  to  be  a 
part  of  it.  Western  Spirit  Cycling, 
Moab,  Utah;  ( 800)  845-2453;  www.  west- 
ernspirit.com.  Four-  to  six-day  trips, 
$625-$i,joo;five-day/five-night  Grand 
Staircase-Esca/ante  tour,  $1, 095, 
including  everything  except 
alcoholic  beverages. 

— Neal  Santelmann 

Botswana:  You've  heard 
the  disenchanted  safari  stories 
about  all-too-tame  East  Afri- 
can game  parks,  where  the 
people  outnumber  the  ani- 
mals and  the  big  cats  are  so 
inured  to  tourists  they  all  but 
rub  up  against  your  leg.  Now 
head  south  to  Botswana,  the 
Dark  Continent's  unspoiled 
destination  for  low-volume, 
high-end  travel. 
Among  other  things,  Botswana 
possesses  Africa's  strongest  currency 
(the  puta),  a  stable  government  and 
an  enormous  population  of  elephants. 
At  Chobe  National  Park  in  the 
country's  north,  huge  gray  herds 
gather  near  the  Zambezi  riverfront, 
parading  in  full  view  of  guests  at 
Abercrombie  6c  Kent's  luxurious, 
newly  renovated  Chobe  Chilwero 
lodge.  Its  cabins  are  reminiscent  of 
casitas,  with  warm,  bleached-out  col- 
ors and  thatched  roofs.  They  stand  in 
stark  contrast  to  the  elephant-flat- 
tened surroundings.  The  "ellies"  may 
bluster  and  frolic  with  an  expressive- 
ness that  rivals  man's  own,  but  they 
are  even  more  wantonly  devastating  to 
the  forests — knocking  over  trees  and 
devouring  branches. 

If  having  your  morning  coffee  pil- 
fered off  the  patio  by  baboons  is  about 
as  close  to  nature  as  you'd  care  to  get, 
don't  go  any  farther  into  the  wild  than 
Chobe  Chilwero.  Those  who  hanker 
for  more  adventure  can  continue 
on  with  A&K's  Delta  Discoveries 


sojourn  south,  into  the  OkavaJ 
Delta,  "the  river  that  never  finds 
sea."  Guide  Gavin  Ford  and  his  tx 
can  construct  a  mobile  camp  in  ab 
six  hours,  facilities  that  arc  cq 
parts  roughing  it  (no  air-condition 
in  no-degree  weather;  no  runn 
water  or  flush  toilets)  and,  yes,  luxjl 
(delicious  meals  cooked  on  site 
fully  stocked  bar,  laundry  service, : 
large,  comfortable  tents  and  beds)] 

Mornings  and  evenings  in 
Okavango  are  taken  up  by  safaris  £ 
escorted  walks,  the  latter  an  Afri« 
rarity  but  permitted  in  some  parts 
the  Delta's  Moremi  Game  Rese 
We  saw  three  of  the  big  five  (Hi 
cape  buffalo  and  elephant).  Tj 
leopards  are  present,  but  shy;  only 
rhinos  seem,  tragically,  to  be  go 
Ford  gave  pointers  for  identify! 
animal  tracks  and  a  few  fascinatil 
analyses  of,  for  instance,  the  comj 
sition  of  giraffe  dung.  At  nighttime 
when  the  lion  roars  sound  as  thou 
they're  coming  from  the  tent  nj 
door,  when  the  baboons  start  hurli 
pebbles  at  the  canvas  roof  and  1 
imagination  careens  wildly  afteil 
glass  or  two  of  Pimm's  Cup — well 
beats  Girl  Scout  camp. 

After  three  days  we  were  gal 
again,  this  time  to  Chiefs  Camp 
"permanent  tented  camp"  also  in  l\ 
Moremi  Reserve.  During  the  wet; 
months,  the  delta  actually  flows 
to  the  camp's  edge,  enabling  visit* 
to  view  the  area  by  mokoro  (dugcl 
canoes  steered  gondola-style  by  a  m: 
with  a  pole).  Chiefs  is  the  shini 
jewel  of  the  trip  simply  by  virtue 
the  number  of  animals.  It  was  he 
that  we  spotted  our  leopard.  The  1: 
morning  featured  a  pride  of  abc 
15  lions  stalking  a  wart  hog  a: 
another  pride  munching  on  tj 
remains  of  three  zebra  kills. 

After  sunset  cocktails,  the  dri 
back  to  the  camp  was  interrupted 
a  pair  of  the  big  cats  crossing  0 
path  very,  very  close  by.  "Shhl 
Gavin  told  us,  cutting  the  Lai 
Rover's  motor.  "Listen."  We  kne 
that  where  there  were  two  lions,  the 
were  at  least  a  dozen  others,  and 


>r  ten  minutes  we  sat  perfectly  still, 
;eing  only  blackness,  simply  listen- 
lg  to  the  silence  and  the  slight  rus- 
e  of  wind  through  the  grass  as  the 
ride  moved  on. 

The  Delta  Discoveries  trip,  part 
f  A&K's  Luxury  in  the  Wilderness 
rogram,  is  $6,415  per  person,  double 
ccupancy  ( minimum four  people  travel- 
og together),  plus  camping  supplement, 
750 per person,  double  occupancy;  inter- 
al  airfare  is  $720.  Fly  South  African 
\irways  from  New  York  or  Atlanta 
irect  to  Johannesburg;  business  class, 
vm $4,950; economy, from $1,140.  (800) 
ff-5884,  www.  abercrombiekent.  com. 
— Lorraine  Korman 

outhern  Cal:  I  sensed  that  this 
3a  business  was  working  around 
bout  the  fourth  day,  when  I  found 
lyself  seriously  inspecting  the  bowl 
f  potpourri  in  my  room  with  a  view 
ward  eating  it.  It  had  been,  per- 
aps,  too  long  since  I  had  last  been 
lis  hungry. 

I  had  never  actually  been  to  a  spa 
efore.  The  idea  of  paying  a  thou- 
ind  or  so  dollars  a  day  to  be  fed 
pproximately  that  many  calories 
ad  always  struck  me  as  paradoxical, 
ut  age,  sloth  and  bad  habits  had, 
nally,  brought  about  a  certain  clotty 
:eling  in  the  old  arteries,  and  so  I 
elivered  myself  over  to  the  atten- 
ons  of  Cal-a-Vie,  the  legendarily 
tquisite  spa  in  the  fragrant  Palomar 
)othills  an  hour  north  of  San  Diego. 

Drivers  are  always  good  for  gos- 
p.  "Let's  see,  Oprah  was  here,  with- 
ut  her  makeup.  Julia  Roberts, 
lichelle  Pfeiffer,  Barbra  Streisand, 
ometimes  they  use  fake  names,  but 

ith  that  nose       Adam  Sandler, 

Jexander  Godunov."  We  pointed 
ut  that  Mr.  Godunov  had  recently 
spired  from  a  surfeit  of  vodka, 
feah,  well,  happens.  Emilio  Estevez 
ras  here,  and  Gary  Busey,  the  day  he 
ad  that  motorcycle  crash." 

A  mixed  bag  of  alums,  clearly, 
rhey  used  to  do  men's  weeks," 
e  added,  "but  they  don't  anymore 
ecause  all  the  men  did  was  smoke 
nd  drink  and  have  all-night  poker 
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Send  us  your  best  team. 

We'll  send  them  home 
a  better  team. 


Forbes 

CHALLENGE 

www.  Forbeschalleiige.com 


Smooth.  Small.  And  every  inch  a  Macanudo. 

.-.  V^^^^H  A  Macanudo  Ascot  has  all  the  true  cigar 


A  Macanudo  Ascot  has  all  the  true  cigar 
taste  of  a  large  Macanudo.  Take  your 
choice  of  Macanudo  Cafe,  Macanudo 
Robust  and  Macanudo  Madura.  Packed 
in  handy  tins  of  10  cigars  each,  they're 
a  perfect  fit  for  your  busy  lifestyle. 
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H  GENERAL  WARNING:  Cigar  Smoking 
ncers  Of  The  Mouth  And  Throat, 

Do  Not  Inhale. 
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games.  They'd  arrive  on  these  private 
jets  with  these  like,  coolers  full  of 
booze."  Once  again,  born  too  late. 

Cal-a- Vie  is  a  tight  little  commu 
nity  of  adobe  bungalows,  24  guests 
max,  nestled  amidst  a  fragrant  Eden 
of  palm,  flowering  jasmine  and  pear 
honeysuckle,  Lady  Banks,  agapan- 
thus,  Chinese  orchid  trees  and  crepe 
myrtle.  One  way  or  another,  relaxing; 
is  all  about  smells.  I  asked  the  esthe 
tician  applying  perfumed  goo  to  my 
face  what  was  in  it. 

"Lemonsageorangewildthymelav- 
endercypressgeranium." 

When  the  sun  sets  on  Cal-a-Vie, 
a  million  tree  frogs  begin  a  marathon 
gossip  that  lasts  until  dawn.  So  the 
frogs  must  also  get  some  credit  for  all 
this  etherized  bliss. 

You  can  arrive  with  only  the 
clothes  you're  wearing  and  a  change 
for  the  flight  back.  Everything  else  is 
supplied.  There  is  something  deli- 
ciously  reassuring  about  24  wealthy 
people  dining  by  candlelight  in  sweat! 
clothes.  The  appointments  are  ideal,, 
the  food — what  there  is  of  it  — 
superb,  the  hospitality  flawless.  Thel 
trainers  are  eager  and  friendly. 

You  can  do  everything  or  nothing. 
You  can  get  up  at  six  and  sweat  until 
eleven,  at  which  point  the  pampering 
begins,  lasting  until  five  in  the  after- 
noon. By  the  fifth  day,  something!  ri0' 
called  "spa  brain"  sets  in:  You  findj 
yourself  hip-deep  in  warm  endor- 
phin soup.  It  happened  to  me  as  I 
shuffled  like  a  lobotomized  mental 
patient  in  a  bathrobe,  reeking  of  sea- 
weed from  my  two-hour  "sea  wrap," 
to  my  one-hour  facial  and  then  to  my 
one-hour,  outdoor,  twilight  mas- 
sage. You  could  have  told  me,  "New 
York,  Washington  and  Atlanta  have 
been  destroyed  by  North  Korean 
missiles."  I  would  have  said,  "Oh?" 

Since  graduating  from  Cal-a- Vie 
nine  months  ago,  I  can  boast  that 
thanks  to  a  strict  diet  of  cheeseburg- 
ers and  alcohol,  I  have  put  on  20 
pounds  and  added  another  30  points 
to  my  cholesterol,  which  is  all  the  jtii 
excuse  I  need  to  go  back.  I  cannot  k 
wait.  The  hard  part:  hiking,  golf,  ten- 
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salle  de  bains  in  the  Marco  Polo  Suite, 
he  newly  restored  Hotel  Meurice,  Paris. 

,  aerobics,  weight-training,  stretch- 
r,  abdominals,  water  volleyball, 
irts  conditioning.  The  good  part: 
ily  massage,  hair  and  scalp  treat- 
nt,  hand  treatment,  yoga,  hydro- 
rapy,  aromatherapy,  foot  treatment. 
l-a-Vie,  Vista,  CA;  (j6o)  945-2055; 
t  (j6o)  630-0074;  www. cal-a- 
•xom.  Sunday  to  Sunday,  $5,150. 
— Christopher  Buckley 

iris:  After  two  years  and  $65  mil- 
n,  the  Hotel  Meurice  has  been 
tored  to  its  1835  grandeur.  The 
ibitious  project,  led  by  historical 
:hitect  Jean  Loup  Roubert  and 
:hitect  and  interior  designer 
colas  Papamiltiades,  reduced  the 
mber  of  bedrooms  from  180  to 
3,  retrofitted  the  building  with 
)dern  amenities  (including  a  health 
lb  and  spa),  and  refurbished  its 
)ldings,  painted  wall  panels  and 
:raordinary  gilt  work. 
There  is  nothing  remotely  under- 
ted  about  this  place.  Stationed 
lind  the  Meurice's  glistening  mar- 
:  entrance  on  Rue  de  Rivoli,  just 
oss  from  the  Tuileries  gardens,  are 
to  five  concierges  to  advise  the 
zzled  and  curious.  Off  the  lobby, 

I  Louis  XV-style  Salon  Pompa- 
ur  is  a  vision  of  woven  gilt,  delicate 

II  paintings  and  silk-upholstered 
tiques.  Next  door,  the  Jardin 
iiver  (Winter  Garden)  unfolds  as 
airy  blue-and-yellow  casual  din- 
5  area  of  palms  and  white  orchids, 
srhung  by  an  arching  art  nouveau 
dight  uncovered  during  the  reno- 
ion.  The  restaurant  Le  Meurice — 
e  of  the  most  gorgeous  rooms  in 
ris — serves  French  modern  with 
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795  Madison  Avenue  -  New  York 
For  your  copy  of  the  Tanino  Crisci  Worldwide  Catalog 
call  (212)535.1014  or  fax  (212)535.1125 
($  3,00  shipping  and  handling) 


FLORENCE 


s°  Improves  circulation 
throughout  body. 


**  May  slow  aging  process. 

*  May  cause  you  to  see 
the  glass  half  full  again. 
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Satisfy jjoter soul. 
Call  your  travel  professional  Or  1.800.545.7937  www.sweptaway.com 


Ursus  maritimus  observing  Homo  sapiens 
during  a  Tundra  Buggy  Tour. 

Asian  and  Mediterranean  touches,  all 
orchestrated  by  Michelin-starred  chef 
Marc  Marchand. 

Upstairs,  the  mirrored  halls  follow 
the  bones  of  the  old  building.  Inside, 
rooms  and  suites  have  individual 
decors  complemented  by  yards  and 
yards  of  lush  Rubelli  and  Braquenie 
fabrics  over  windows,  beds,  head- 
boards, chairs  and  sofas. 

It's  all  wonderfully  comfortable, 
but  the  topper,  literally,  is  the  3,000- 
square-foot  seventh-floor  rooftop 
Belle  Etoile  Suite.  Reached  by  a  pri- 
vate elevator,  it's  an  $8,ooo-per-night 
glass-and-steel  work  of  modern  art 


with  a  huge  octagonal-shaped  marble 
bathroom.  Outside,  a  vast  terrace 
commands  360-degree  views' from  the 
Eiffel  Tower  to  Montmartre. 

With  the  fashion  and  Hollywood 
sets  arriving  in  droves  these  days,  you 
may  find  the  Belle  Etoile  booked.  If 
so,  try  the  triangular-shaped,  tented 
Marco  Polo  Suite  (#628),  carved  from 
once-bleak,  beneath-the-eaves  for- 
mer ironing  rooms,  overlooking  the 
quiet  courtyard. 

Save  time  for  the  Meurice's  deluxe 
branch  of  the  Caudalie  Espace  Vien- 
Etre  spa,  where  you'll  be  scrubbed 
and  rubbed  with  treatments  such  as  a 
crushed  sauvignon  grape  seed  mas- 
sage. Ooh-la-la. 

Hotel  Meurice,  228  Rue  de  Rivoli, 
Paris,  33-1-44-58-10-10,  fax:  33-1-44-58- 
io-j8.  www.  meuricehotel.  com;  Leading 
Hotels  of  the  World  Reservations:  (800) 
223-6800;  doubles from  $560. 

— Marion  Laffey  Fox 

Northernmost  Canada:  We  were 
just  100  yards  from  the  lodge  when 


our  driver  spotted  the  morning's  firj 
polar  bear,  a  half-ton  male  behemot 
Waddling  on  huge  furry  slippers,  lj 
headed  our  way,  bent  on  an  inspeij 
tion.  Around  me,  a  dozen  frantic  phc 
tographers  detached  their  telephot 
lenses.  When  the  bear  poked  its  hea 
through  the  window,  inches  froi 
our  faces,  I  dropped  my  camera  altxj 
gether.  I  was  in  another  zone,  eye-to 
eye  with  the  largest  (arguably)  ail 
fluffiest  (unquestionably)  man-eatirj 
land  animal  on  the  planet. 

Until  recently,  getting  face  tirn 
with  an  Ursus  maritimus  was  both  dil 
ficult  and  uncomfortable,  not  to  merj 
tion  life-threatening.  Then,  in  the  lal 
1970s,  an  Arctic  entrepreneur  name 
Len  Smith  came  up  with  the  Tundi 
Buggy,  a  vehicle  designed  to  navigat) 
the  icy  bogs  of  the  Canadian  wildei) 
ness.  (Imagine  an  RV  atop  a  fire 
engine  chassis.)  Once  reserved  fc 
family,  friends  and  the  occasions 
National  Geographic  photographei 
today  Tundra  Buggy  Tours,  which  i 
now  owned  by  International  Wildlil 


OOD  FOR  THE 


Imagine  a  place  so  INSPIRING, 
it's  good  for  the  soul.  It  would  be  on 
the  Sea  of  Cortes,  at  the  tip  of  the 
BAJA  peninsula.  It  would  include 
a  masterful  Jack  NICKLAUS 
signature  golf  course,  ranked  among 
the  "Top  100  Courses  in  the  World" 
by  Golf  Magazine.  Now  imagine 
LIVING  in  this  remarkable 
environment.  It  all  awaits  you  at 
the  OCEANFRONT  resort 
community  of  Cabo  del  Sol.  Call 
(800)  386-2465  for  golf  reservations. 
For  residential  inquiries  call  (877) 
703-4394.  Or  visit  us  at 
www.cabodelsol.com. 
It  will  do  your 
soul  good. 
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Adventures,  operates  12  vehicles  out 
of  the  Hudson  Bay  port  of  Churchill, 
Manitoba,  the  self-proclaimed  "polar 
bear  capital  of  the  world." 

The  title  is  well  earned.  Every 
autumn  (mid-October  through 
mid-November),  hundreds  of  bears 
descend  on  the  region,  awaiting  the 
Bay's  first  hard  freeze  and  a  feast  of 
ring  seal  pups.  Not  having  eaten  in 
months,  the  bears  are  ravenous — the 
perfect  time  to  visit  them. 

And  now  is  the  ideal  time  to  book, 
as  Tundra  Buggy  Tours  usually  sell 
out  far  in  advance.  An  adventurous 
traveler  with  a  well-stuffed  parka 
and  a  good  pair  of  binoculars  will  be 
rewarded  with  the  good,  the  bad  and 
the  ugly  of  tundra  life.  Our  group 
observed  polar  bear  mothers,  legs 
splayed  on  the  ice,  suckling  the  cutest 
little  carnivores  imaginable.  There 
were  big  males  stalking  females 
and  their  young,  with  the  protective 
mamas  rising  up  to  menacing  heights 
on  their  back  legs.  At  least  one  failed: 
we  saw  evidence  of  cannibalistic 


attacks  in  a  cub's  gutted  remains. 

Several  tour  options  are  available, 
and  none  of  them  are  overly  cushy. 
Most  people  overnight  in  Churchill 
and  take  day  jaunts.  But  for  hard- 
core Ursa-ph'i\es  there's  the  38-guest 
Tundra  Buggy  Lodge,  essentially  a 
linked  chain  of  custom-fit  buggies 
parked  on  the  bay's  edge,  25  miles  east 
of  town.  The  small,  friendly  staff  does 
its  best  to  make  guests  comfortable, 
but  conditions  are  Spartan.  You  sleep 
in  berths,  train-fashion,  eat  home- 
cooked  meals,  and  supply  your  own 
illumination  after  lights  go  out  at 
10  p.m.  But  at  least  there's  plenty  of 
heat  and  hot  water.  The  upside  to 
staying  at  the  lodge  includes  periodic 
visits  by  bears  and  posses  of  arctic 
foxes,  plus  an  early  start  on  the  day, 
before  town-based  buggies  crawl  onto 
the  tundra  (at  a  blistering  eight  mph). 
There  are  also  unimpeded  views  of 
the  northern  lights — weather  and 
electromagnetic  conditions  permit- 
ting. Tundra  Buggy  Tours,  Churchill, 
Manitoba;  (800) 393-8881  or  (204)  949- 


2030.  Two-to-ten-day  tours,  includin 
airfare  from  Winnipeg,  range  frot 
$1, j 93 to $5,293.    — James  Cimen- 

Hollywood:  It  may  not  appear  01 
many  lists  of  Tinseltown  attractions 
but  the  Hollywood  Forever  Ceme 
tery  in  Los  Angeles  is  the  ultimatj 
star  map  tour.  Say!  there's  Rudolpl 
Valentino,  Jayne  Mansfield  and  Petel 
Lorre.  Isn't  that?. .it  is!... it's  Douglai 
Fairbanks!  Who  says  movie  stars  an 
inaccessible?  At  Hollywood  Foreve: 
these  celebs  have  all  the  time  in  thi 
world  for  their  fans. 

Back  in  the  1920s,  Paramount  buil 
its  studios  along  Melrose  Avenue  iii 
the  shadow  of  the  Hollywood  sign! 
The  cemetery  sprouted  up  behinc  I 
it  on  Santa  Monica  Blvd.,  and  todaj 
a  wall  divides  the  two  properties 
which  are  so  close  you  can  see  back- 
lot  scenery  rolling  by  as  you  loll 
amid  the  graves.  The  show  goes  on 
after  all,  a  thought  which  woulc 
probably  both  please  and  irritate 
Cecil  B.  DeMille,  who  helped  builc 


After  visiting  modern  art  in  London,  see  some  of  the  worlds  greatest  landscapes. 

^England  If  you  think  London  is  famous  for  its  art  and  architecture,  wait  till  you  see  what's  down  the  road  Magnificent 
castles,  stotybook  cottages,  and  breathtaking  countryside.  And  now  if  you  fly  to  London  on  British  Airways  from  one  of  our 
21  US  gateways,  you'll  enjoy  special  rates  on  our  latid products.  Hertz  car  rental  starts  at  $19  per  day,  accommodations  start 
$61  per  night.  Call  your  travel  professional  or  British  Airways  at  1-877-4 A  VACATION  or  visit  www.britishairways.cotnJu 


BRITISH  AIRWAYS 

HOLIDAYS 

UtheBriti  is    authority  for  a  free  vacation  planner.  1-866-376- 1 1 99  www.travelbritain.org/2001 

..  n  &  Europe  Custom  Kali  t  hmhutfajUl  daaSl.  hues  valid  fa  tmvtl  6/1- 10/31/01.  Hotel  prices  are  per  person,  per  night,  double  oa.  Car  insurance  is  extra.  Restrictions  applf  Car  rental  includes  unlimited  mileage  and  VAT  ©2001  British  Airat 
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Sympathie 


Hand-assembled  movement.  Limited  production  of  28  pieces.  The  Geneva  Seal. 
For  further  information  on  this  and  other  watches  in  our  collection,  please  contact: 
ROGER  DUBUIS  NORTH  AMERICA  (570)  970  8888 


i: 


Douglas  Fairbanks's  personal  plunge  pool,  at 
Hollywood  Forever  Cemetery  in  Los  Angeles. 

Paramount's  reputation  and  then 
was  buried  out  in  its  backyard. 

If  you're  lucky,  you'll  visit  Holly- 
wood Forever  on  a  day  when  Bob 
Coffey,  Sr.,  is  around.  He  may  unex- 
pectedly step  out  from  behind  a  tomb- 
stone and  say,  "May  I  help  you. .  .find 
someone?"  Coffey,  a  75-year-old 
unpaid  cemetery  docent,  is  a  font  of 


information  about  the  vast  estate.  He'll 
introduce  you  to  such  stars  as  Tyrone 
Power,  Mel  Blanc,  Victor  Fleming, 
Peter  Finch,  Iron  Eyes  Cody  and 
Arthur  Lake  (the  befuddled  husband 
of  the  "Blondie"  series.)  He'll  also 
share  tidbits  on  the  slumbering  lumi- 
naries that  aren't  always  offered  in  the 
available  guidebook:  A  birthday  bottle 
of  booze  mysteriously  appears  on 
John  Huston's  grave  every  year;  Carl 
"Alfalfa"  Switzer  was  shot  dead  at  age 
31  while  collecting  a  $50  bet  (his  "Our 
Gang"  sweetheart,  Dark  Jean  Hood, 
is  buried  nearby);  Clifton  Webb,  who 
was  born  Webb  Hollenbeck  in  Indian- 
apolis and  lived  with  his  mother  until 
she  died,  haunts  the  cemetery  at  night. 

The  dedicated  film  historian  will 
also  find  the  mortal  remains  of  scores 
of  less-known  and  long-forgotten 
actors  who  lost  their  careers  to 
talkies:  Karl  "The  Son  of  the  Sheik" 
Dane,  Viola  "Parisian  Tigress"  Dana 
and  onetime  "It"  girl  Eva  Tanguay, 
whose  signature  songs  included  "I 
Want  Someone  to  Go  Wild  With 


Me,"  and  "It's  All  Been  Done  Befo 
but  not  the  Way  I  Do  It." 

The  residents  of  Hollywood  Fo 
ever  spent  their  lives  loving  the  spo 
light  and  many  continue  to  entertai 
even  in  death.  The  nominations  f< 
best  self-written  epitaph  on  a  tomr. 
stone  are:  Joan  Hackett  ("Go  Awai 
I'm  Asleep");  Camille  Stone  ("Pofl 
Little  Camillie");  Arthur  Otten  ("Trj 
Party's  Over")  and  Constance  Bigsb 
("Too  Bad...WeHadFun.") 

"Do  you  think  these  were  nice  pea 
pie?"  you  may  ask  Bob  Coffey  as  hi 
points  out  more  dead  headliners.  He' 
ponder  for  a  moment  and  say,  "No, 
think  they  were  a  bunch  of  weirdos- 
Hollywood  Forever  Cemetery,  Sand 
Monica  Blvd.  between  Gower  Strei 
and  Van  Ness  Ave.,  (8yy)  844-383* 
www.  seeing-stars.  com/Buried2/Holly 
woodMemorialshtml;  visiting  hours  ai 
8a.m-3p.rn.  •  — Patrick  Cook 

Scan  for  more  on  Hollywood  Forevel 


Living  at  Palmilla  you'll  find  the  pairings  are  panoramic  fairway  and  ocean  views.  And  all  situ- 
perfect.  Desert  mountains  and  blue  seas.  Limitless  ated  around  a  27-hole,  Jack  Nicklaus  Signature 
'shine  and  shady  palms.  The  charm  of  the  golf  course  overlooking  the   Sea   of  Cortes, 
ndary  Palmilla  and  all  the  comforts  of  home.  Call  (949)  833-3025,  ext.  313.  It's  a  pairing  of  a 
ixury  villas,  custom  estates  and  homesites  with  lifetime. . .  Palmilla  and  you. 
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Los  Cabos,  Mexico 
www.palmilla.com 
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THE  ROAD  TO  DISCOVERY 


CAN  BE  EASY  TO  FIND. 


ESPECIALLY  ONCE  IT'S  BOOKMARKED. 
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WWW.HYATT.COM 


Once  there,  it's  a  road  that  can  be 
traveled  quite  often.  Where  the  view  is 
always  changing.  And  the  adventure 
always  new.  Our  website  is  now  your 
passage  to  the  world. 

Whether  you're  longing  for  a 
quiet  weekend  along  a  clear  mountain 
lake  or  the  flavor  of  a  culture  miles 
from  your  own,  Hyatt  can  take  you 
there.  Down  a  path  that  leads  you 
through  hundreds  of  cities  all  over 
the  world.  To  places  that  can  open 
your  eyes.  And  feed  your  spirit. 

So  explore  hyatt.com.  The  shortcut 
to  discovery. 


HOTELS  &  RESORTS 


All  things  being  equal,  there's  more.  1  800233  1234  or  www.hyatt.com 

Feel  the  Hyatt  Touch'1' 

Hotels  and  Resorts*  encompasses  hotels  managed,  franchised.  or  leased  by  two  separate  groups  of  companies -Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  ©2000  Hyatt  Corp. 


on  a  deck  chair  with  a  flannel  throw  over  your  legs,  sip- 
ping hot  beef  broth  and  reading  a  good  book  while 
stunning  scenery  floats  by,  then  this  just  might  be  your 
thing.  It  certainly  was  mine,  even  if  the  admission  marks 
me  for  a  bit  of  a  fuddy-dud. 

The  H.P.  has  15  itineraries  in  all,  ranging  from  the  west 
coast  of  Ireland  to  an  around-the-Sceptered-Isle  cruise 
in  November  (no  thank  you).  Her  focus  is  on  the  major 
Scottish  isles:  Hebrides,  Orkneys,  Shetland,  ancient 
haunts  of  saints,  fonts  of  single  malts.  Our  cruise  was  in 
the.  so-called  Inner  Sounds,  six  nights,  from  Oban  south 
^  of  Northern  Ireland,  around  the  Mull  of  Kintyre 
d  of  Arran  and  back, 
al  45  passengers  aboard  there  were  only  half 
Everyone  else  was  English  or  Scottish, 
champion  auto  racer  Jackie  Stewart  and 
hey  were  on  an  advance  trip  to  see  if 


T* 


the  boat  was  suitable  to  charter  for  a  week  to  celebratil 
Mrs.  Stewart's  (59th)  birthday. 

Before  we  shove  off,  a  word  about  our  cousins  acrosl 
the  Atlantic.  An  English  friend  once  told  me,  "Don't  b 
fooled  by  the  fact  that  we  speak  the  same  language.  We'r 
foreign."  This  is  a  simple  but  useful  insight.  I  say  this  ail 
a  longtime,  if  often  exasperated,  Anglophile.  Our  weell 
aboard  the  Hebridean  Princess  gave  me  insight  into  how  t<| 
be  American  among  the  British. 

The  answer  is — keep  to  yourself.  Nod  politely,  smilel 
offer  a  brief,  uncomplicated  remark  about  the  weather! 
Under  no  circumstances  attempt  to  introduce  yourself  or  offel 
your  handshake! The  British  recoil  at  this  prehensile  intil 
macy  so  routine  on  our  own  soil,  now  even  by  headwaitT 
ers  in  restaurants.  Affect  a  lordly  aloofness,  even  if  insidtl 
you  brim  over  with  love  for  humanity.  Demonstrate,  ifll 
so  many  words,  that  you  are  not  Tony  Soprano  or  RegiJ 


lilbin  or,  God  forbid,  Donald  Trump.  Show  that  you 
:  not  some  braying  post-colonial  nuisance  and  that  you 
n't  spit  on  the  floor.  Do  this,  and  on  the  morning  of  the 
irth  day,  you  will  wake  up  to  smiles,  how-do-you-dos 
d  even  (mildly)  interested  inquiries  into  the  particulars 
your  existence.  You  have  passed  the  test! 
I  By  the  fifth  day,  one  woman,  who  had  been  previously 
jpof,  was  confiding  over  cocktails  that  the  Queen — a 
jirsonal  friend,  we  were  given  to  understand — can  herself 
f:  a  trifle,  well,  cool  on  occasion.  (What  a  surprise.)  She 
lo  informed  us  that  Prince  Harry  is  without  question  the 
In  of  James  Hewitt,  the  late  Diana's  bounderish  lover, 
loreover,  that  Prince  Charles  emphatically  did  not  have 
|  affair  with  Camilla  Parker  Bowles  until  after  Diana 
.id  slept  with  half  the  men  in  London.  These  revelations 
jere  imparted  not  only  with  a  certitude  befitting  Newton- 
n  physics,  but  also  with  a  serene  confidence  that  they 
:attered.  For  a  second  or  two  I  knew  what  it  was  to  be 
inglish,  to  care  about  such  things.  They  are  foreign,  God 
l  ess  them,  the  English.  I  love  being  around  them,  but  in 
le  end  it's  less  work  being  American.  The  only  royalty 
le  has  to  keep  track  of  are  the  Kennedys.  But  enough  of 
cial  science — to  sea. 

God  was  really  showing  off  the  day  He  created  the 
:ottish  landscape.  We  steamed  out  of  Oban  into  the 
rth  of  Lorn  on  a  sparkling  late  June  afternoon,  flags  and 
isign  snapping  in  the  wind,  past  rocky,  mossy-topped  is- 
nds.  All  around  us  were  munros,  paps  and  peaks  as  far 


times,  'We  hate  to  use  the  word  'cruise.'  We  like  to  think 
this  is  a  house  party  on  your  boat."  Yeah?  Then  how  come 
the  other  guests  won't  talk  to  us? 

Gillian's  commentary  continued.  On  our  left  was  Seil, 
the  island  where  the  House  of  Trousers  stood.  After  the 
English  put  down  the  uprising  in  1745,  kilts  were  out- 
lawed. The  Seil  islanders  got  around  this  prohibition  by 
stopping  in  here  to  change  into  long  pants  on  their  way  to 
the  mainland.  Cross-dressing,  18th-century  style. 

Steep  in  Scottish  history  for  five  minutes  and  you  real- 
ize that  all  this  breathtaking  greenery  has  been  watered 
with  more  blood  than  Hawaii  gets  rainfall  in  a  year.  We 
tsk-tsk  at  the  modern-day  genocide  in  the  Balkan  abat- 
toir, but  Scotland  need  yield  to  no  country  when  it  comes 
to  clannish  slaughter.  Scots,  however,  are  quite  open  about 
their  grisly  history,  perhaps  because  they  can  take  a  bow 
for  having  given  the  world  color  photography,  the  loga- 
rithm, steam  engine,  pneumatic  tire,  bicycle,  penicillin, 
antiseptic,  the  telephone,  radar,  Adam  Smith,  Robert 
Louis  Stevenson,  Arthur  Conan  Doyle,  golf  and  Dolly  the 
cloned  sheep.  On  the  day  we  left,  Sean  Connery  finally 
got  his  knighthood.  They  gave  us  him,  too.  In  my  book, 
he's  right  up  there  with  the  steam  engine. 

In  his  fine  Luath  Guide  on  the  West  Highlands  (must 
reading  for  this  trip)  author  Tom  Atkinson  writes,  con- 
cerning the  massacre  at  Glencoe  in  1692  of  38  MacDonalds 
by  their  Campbell  hosts,  "Of  all  the  beastliness  which  is 
smeared  over  Scotland's  blood-boltered  history,  noth- 


Steep  in  Scottish  history  for  five  minutes  and  you  realize 

that  all  this  breathtaking  greenery  has  been  watered 
vith  more  blood  than  Hawaii  gets  rainfall  in  a  year. 


>  your  eye  could  see.  It  was  as  bracing 
;  a  wee  dram.  Pimm's  Cups  material- 
;ed,  the  ship's  public  announcement 
leakers  broadcast  our  guide  Gillian's 
)ft-voiced  commentary:  The  little 
land  we  were  passing  "at  present"  had 
een  the  erstwhile  home  "of  an  English 
xluse  who  would  come  and  spend  his 
immers  and  he  would  eat  rabbits."  No 
oubt  he'd  been  driven  to  this  extremity 
fter  spending  a  couple  of  summers  in 
outhampton  (NY.) 

The  H.P.  has  an  "open  bridge"  pol- 
y,  meaning  that  you're  welcome  to 
rander  onto  the  bridge  at  any  time  and 
ester  the  officers  with  stupid  questions 
ke  "What  would  happen  if  I  pressed 
lis  button  here?"  Captain  Hepburn,  a 
ashing,  cheerful  lad  who  looked  barely 
d  years  old,  said,  for  the  first  of  several 


ing  has  left  such  scars — indeed,  open 
wounds — as  this  particular  episode." 
Elsewhere  in  his  book,  apropos  a  place 
called  "The  Hollow  of  Treachery," 
Atkinson  writes,  'When  one  reads  the 
long  history  of  death  and  destruction 
which  make  up  the  story  of  the  High- 
lands, one  can  only  be  surprised  that 
there  were  enough  people  left  alive 
to  suffer  the  final  degradation  of  the 
Clearances."  The  Clearances  were  just 
that:  the  brutal  uprooting  of  families 
from  ancestral  lands  so  that  all  this 
lovely  terrain  could  be  given  over  to  the 
needs  of — sheep. 

It  is  a  dislocating  sensation,  reading 
about  these  horrors  while  reclining  in  a 
comfortable  lounge  over  a  sherry  before 
going  into  a  dinner  of  grilled  pigeon 
salad;  twice-cooked  blue  cheese  and 
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pecorino  souffle;  curried  parsnip  soup;  roast  loin  of  pork 
over  sage  and  onion  forcemeat;  chilled  west  coast  lobster 
with  herbed  mayonnaise;  red  currant,  pear  and  apple 
crumble;  and  summer  fruit  pudding,  to  say  nothing  of  the 
after-dinner  Cohiba  and  brandy  on  the  smoking  deck,  in 
the  glow  of  a  still-warm  sun  at  ten  o'clock  at  night.  It  does 
make  you  count  your  blessings.  My  orisons,  anyway,  were 
unusually  devout  that  night  after  I  tucked  in  between  the 
warm,  crisp  sheets  in  our  cozy  stateroom. 

If  Scotland's  soil  has  been  soaked  with  blood,  it's  also 
been  well  watered  and  tended.  Another  surprise  to  this 
first-timer  in  Scotland  was  the  almost  rain  forest-like  ver- 
dancy of  the  gardens.  The  Gulf  Stream  passes  close  by 
here,  which  explains  the  palm  trees  at  the  foot  of  snow- 
capped peaks.  At  Arduaine  Gardens  we  wandered  among 
figs,  fuchsia,  rampant  rhododendrons,  fern,  foxglove, 
pungent  mock  orange,  blue  Tibetan  poppies  and  vibrant 
delphiniums.  On  lovely  Gigha  Island,  while  we  clambered 
about  the  ruins  of  a  13th-century  kirk,  I  heard  an  odd, 
preternatural  sound  that,  sure  enough,  turned  out  to  be- 
long to  a  family  of  peacocks  kept  in  the  gardens  there.  I 
was  unprepared  for  such  Kublai  Khannish  exoticism  in 
such  Presbyterian  precincts. 

There  were  excursions,  sometimes  twice  daily,  for 
bicycling  or  poking  about  a  castle  with  walls  festooned 
with  stag  heads  and  dueling  pistols,  or  for  annoying  the 
local  livestock.  Why,  at  age  47, 1  still  incline  to  moo  when 
I  pedal  past  cows  I  cannot  say;  perhaps  it's  a  way  of  express- 


attempt  to  mimic,  and  surprised  a  fat  hare.  Across  tl 
sound  was  Northern  Ireland,  which  my  ancestor  wl 
compelled  to  leave  in  1807  after  he  married  a  Catholj 
girl.  Looking  at  the  cliffs  across  the  sound  I  found  mysej 
stirred  and  even  dabbing  at  the  eyes.  Back  on  the  HA 
I  got  my  tea  and  sat  on  the  afterdeck  and  ate  way  tq 
many  slices  of  coconut  tart. 

We  steamed  past  Holy  Island  off  Arran,  named  fc 
Saint  Holy,  a  follower  of  sixth-century  Saint  Columb 
It's  now  home  to  a  Buddhist  retreat,  where  the  monks  g 
to  be  safe  from  Al  Gore's  fund-raising.  Through  binoi 
ulars  we  saw  saffron  robes  drying  on  the  clothesline.  \ 
1266  this  channel  was  anchorage  to  a  Viking  fleet.  What 
fearsome  sight  it  must  have  been. 

We  steamed  around  Ailsa  Craig  (Fairy  Crag),  a  solJ 
tary  guano-streaked  lump  in  the  Firth  of  Clyde  whos 
rock  is  mined  to  make  curling  stones.  The  purser,  an  engag 
ing  chap  with  a  jolly  sense  of  humor,  told  of  a  local  legen 
started  by  a  bored  quarryman,  that  the  island's  rats  had  ir 
terbred  with  rabbits.  "The  captain  reckons  that  the  resu 
of  that  was  a  haggis." 

I'd  been  in  some  suspense  as  to  when  my  rendezvoi 
with  the  dreaded  Scottish  national  dish  would  occur 
came  on  the  last  night,  piped  in  according  to  the  old  pre 
tocol,  with  a  Robbie  Burrrrns  poem  read  aloud  over 
by  the  pastry  chef,  who  then  stabbed  it  ceremonially  wit 
a  knife.  A  portion  of  the  liver-hued  mush  of  groats  an 
gizzards  was  duly  placed  before  me,  along  with  the  rec 


There  were  day  excursions  for  bicycling,  poking  about 

or  annoying  the  local  livestock.  Why,  at  age  47,1  stil 
incline  to  moo  when  I  pedal  past  cows  I  cannot  say. 


ing  ineffable  ruminant  contentment. 

On  Arran  we  bused  to  a  picnic  lunch 
next  to  a  golf  course  crowded  with  ant- 
lered  red  deer  (I  counted  a  half  dozen 
eight-pointers).  On  our  way  toward 
Rathlin  Island,  off  the  coast  of  Northern 
Ireland,  I  was  awakened  from  a  post- 
lunch  snooze  to  the  report  of  whales  and 
basking  sharks.  On  Rathlin  I  saw  my 
first,  and  perhaps  final,  bird  sanctuary. 
I  rejoice  in  the  protection  of  tens  of 
thousands  of  nesting  kittiwakes,  guille- 
mots, razorbills,  fulmars  and  puffins, 
even  as  their  collective  aroma  inclines 
-  ore  Platonic  appreciation 
nsity  avian  sanctu- 
i  cure.  I  walked 
back  to  the 
>zing  High- 
cm  I  did  not 


o 
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uisite  wee  dram.  So  now  I've  had  hagg 
and  don't  have  to  again. 

One  afternoon,  the  sea  being  glass,  th 
purser  announced  over  the  P.A.  systeri 
that  the  conditions  were  "ab-so-lutel 
per-fect  for  skeet  shooting."  Jackie  Stew 
art,  who  runs  the  famous  shooting  schoc 
at  Gleneagles,  gamely  took  over  as  shot 
gun  sensei  and  soon  had  75-year-ol! 
retired  lady  schoolteachers  not  quite  hit 
ting  the  targets,  but  not  missing  them  b 
that  much.  From  Jackie  we  learrrrrne' 
the  importance  of  pretending  that  you 
cheek  is  Superglued  to  the  stock.  He  has 
lovely,  warm  manner,  but  I  thought  ther 
was  a  trace  of  sadness  in  his  lidded  eyes. 

Fourth  of  July  is  a  problematic  da 
to  celebrate  among  the  English.  But  a 
breakfast  there  were  smiles  and  a  "Happ 
Fourth  of  July!"  from  the  next  table. 


That  night,  the  English  purser  clinked  a  glass  and  told 
joke  at  the  expense  of  the  U.S.  Navy,  leaving  my  back  a 
lit  more  rigid  than  it  usually  is  at  the  cocktail  hour. 
Perhaps  he  was  unaware  that  the  American  Navy  was 
ounded  by  a  Scot  named  John  Paul  Jones.)  But  after  the 
allcttine  of  wild  duck  with  pistachio  and  apricots,  the  wild 
nushroom  consomme  with  truffle  ravioli,  the  haggis  with 
leeps  and  tatties,  the  Angus  beef,  tian  of  Dover  sole,  the 
'order  tart  with  brown  bread  ice  cream  and — gasp — the 
Dwland  cheeses,  Jackie  Stewart  rose  and  gave  a  toast: 

"It's  Independence  Day  in  America"  he  said,  "and 
ur  son  is  being  treated  there  for  an  illness,  at  the  Mayo 
Clinic  in  Rochester.  In  fact,  he  is  going  there  today  and 
ie  will  be  well  treated,  and  he  will  get  better.  They  have 
he  best  medical  care  in  the  world  in  America,  so  I  would 
ke  to  say  today,  God  bless  America.  And  God  bless  the 
iebridean  Princess!' 


My  wife  was  in  tears  by  the  time  he  finished,  and  as  I 
tucked  myself  in  for  the  last  time  between  those  lovely 
sheets,  with  a  still  faint  light  through  the  porthole  going 
on  even  toward  midnight,  my  thoughts  were  of  Paul 
Stewart  and  my  poor  murmurings  once  again  more  than 
normally  grateful.  • 

The  Hebridean  Spirit  cruises  from  early  March  through  Nov- 
ember. Trips  range from  4  to  14  days.  This  year,  the  company  also 
will put  into  service  the  Hebridean  Spirit,  which  will  accom- 
modate up  to  j8 passengers  and  cruise  between  Norway  and 
the  Maldives.  Hebridean  Island  Cruises,  Griffin  House,  Brough- 
ton  Hall,  Skipton,  North 
Yorkshire,  England BDjj 
jAN;  44-1756-704704; 
fax,  44-1756-704794; 
www.hebridean.co.uk.  • 


Scan  for  more  on  the 
Hebridean  Princess 
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BY  PATRICK  COOKE 
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It's  a  Scarab!  It's  a  Strato  Streak! 
It's  a  Nucleon!  FYI  lovingly 
salutes  the  biggest  design 
misfires  in  automotive  history. 


MmM  w  vi  wlllwv  vAIV  UH  V  when  man  ceased  moving  by 
hoof  and  took  to  wheels,  he  has  been  wrong  about  where  the  road  would  lead 
him.  Early  in  the  19th  century,  a  professor  of  philosophy  at  University  College, 
London,  dismissed  the  future  of  high-speed  rail  travel  as  impossible,  "because 
passengers,  unable  to  breathe,  would  die  of  asphyxia."  Another  scientist  of  that 
era  grimly  predicted  that  "any  general  system  of  conveying  passengers... at  a 
velocity  exceeding  ten  miles  an  hour,  or  thereabouts,  is  extremely  improbable." 

Today  the  current  land  speed  record  is  763  miles  per  hour,  and  civilization 
still  appears  to  be  breathing  normally. 

So  befuddled  were  the  prophets  when  the  automobile  came  along  at  the 
end  of  the  19th  century,  they  couldn't  even  agree  what  it  should  look  like, 
much  less  how  fast  it  would  go.  Some  argued  that  a  car  simply  had  to  have 
eight  wheels.  Others  believed  four  wheels;  still  others  said  three.  A  car  should 
be  steam  powered.  It  should  glow  in  the  dark.  It  should  fly  

Happily,  automotive  history  has  produced  many  beautiful  forms,  from  the 
Duesenberg  Derham  to  the  Dodge  Viper.  But  just  as  happily,  it  has  turned 
out  some  real  stinkers,  design  dead  ends  that  inspire  the  question,  What  on 
earth  were  they  thinking?  And  those  are  the  cars  that  we  celebrate  here. 

First,  however,  a  word  in  fairness  to  our  victims:  Some  of  these  designs 
were  mere  notions  that  never  made  it  into  production.  We'll  never  know  how 
they  might  have  sold — though  one  doesn't  have  to  be  a  prophet  to  guess. 
Moreover,  the  automobile  is  reinvented  with  every  model  year,  and  while  the 
results  are  sometimes  outlandish,  there  is  ultimately  no  idea  so  silly  that  it 
doesn't  eventually  appear  later,  brilliantly  reimagined  to  suit  another  era.  The 
Scarab,  for  example,  was  a  flop  when  it  debuted  in  1935  looking  like  some 
deranged  dung  beetle,  but  the  core  concept  would  reemerge  in  the  mid-1980s 
as  the  minivan  to  help  rescue  Lee  Iacocca  and  the  Chrysler  Corporation. 
Sometimes  nothing  succeeds  like  failure. 

With  that  in  mind,  let's  go  back  to  the  drawing  board.... 
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In  the  beginning, 

the  only  rule  to  designing  an  automobile  was  to  draw 
first  a  horse  and  carriage,  then  erase  the  horse.  After  that 
you  could  pretty  much  do  what  you  wanted.  Almost  im- 
mediately, however,  two  schools  of  creativity  emerged. 
One  school  was  composed  of  engineers  who  focused  on 
function  and  began  asking,  with  designs  such  as  the  1899 
La  Jamais-Contente,  How  fast  can  we  get  this  baby  to 
go?  (An  amazing  62  mph  in  the  case  of  this  car,  whose 
name  translates  as  "Never  Content.") 

The  other  school  viewed  the  automobile  as  a  new  art 
form  to  be  molded  into  if  not  beautiful  then  at  least  inter- 
esting new  shapes,  like  those  that  emerged  from  the  Euro- 
pean Art  Nouveau  school  at  the  turn  of  the  century. 

The  titanic  battle  between  form  and  function  con- 
tinues to  this  day  with  each  school  having  contributed 
equally  to  the  pantheon  of  design  disasters.  In  rare 
instances,  both  schools  have  worked  together  to  screw 
up  the  same  car,  as  occurred  with  one  model  of  the  1911 
Brooke.  (See  previous  page.)  Its  swan  eyes  lit  up  at  night 
and  the  exhaust  system  could  be  directed  through  a 
whistle  in  the  beak.  Presumably  any  male  behind  the 
wheel  would  have  been  secure  in  his  masculinity. 

"The  wonderful  thing  about  the 
'20s  is  that  consumers  were  beginning  for  the  first  time 
establish  a  real  relationship  with  this  new  machine," 
:ph  Corn  a  senior  lecturer  of  history  at  Stanford 
uthor  of  the  delightful  book  Yester- 


\  the 


day's  Tomorrows:  Past  Visions  of  the  American  Future 
"There  was  suddenly  a  whole  variety  of  things  they  noM 
demanded  from  the  automobile." 

By  the  1920s  an  owner  could  buy  a  chassis  from  od 
manufacturer  and  then  send  it  to  a  coach-builder — then 
were  eventually  scores  of  them — who  would  fit  it  wit! 
a  custom  body.  (Cole  Porter  dropped  the  name  of  on 
prestigious  builder  in  his  musical  Anything  Goes:  "You'r 
the  topi/You're  a  Ritz  hot  toddy.  You're  the  top!/You'r 
a  Brewster  body...") 

One  of  the  most  famous  duds  of  the  decade,  howevei 
was  the  1921  Rumpler.  It  emerged  as  a  kind  of  Baroi 
Miinchhausen  winged  bathtub,  a  car  as  a  child  migh 
build  one — without  adult  supervision.  The  charitabli 
explanation  for  its  failure  is  that  it  was  too  progressive  foi 
the  general  public's  tastes,  but  the  futuristic  look  proved 
perfect  for  director  Fritz  Lang,  who  used  Rumplers  in  hi) 
1926  silent  screen  classic  Metropolis. 

"The  first  25  years  of  the  20th  century  amounted  to  ai 
apprenticeship  period,"  says  Michael  Lamm,  who,  witl 
Dave  Holls,  wrote  the  indispensable  book,  A  Century 
Automotive  Style.  "After  that,  the  real  fun  began." 

For  a  time,  the  Futurama  exhibit  ii 
the  GM  Pavilion  at  the  1939  World's  Fair  was  the  cathei 
dral  of  technological  utopianism,  and  did  those  boys  lov< 
to  sermonize  about  cars.  Prophets  foresaw  new  "super 
highways,"  including  one  atop  the  Great  Wall  of  China 
By  i960,  they  insisted,  a  car  would  cost  a  mere  $200.  I! 


>uld  be  diesel-powered  and 
ir-engined.  And,  of  course,  it 
>uld  be  teardrop-shaped. 
The  art-deco  '30s  loved  the 
irdrop.  Like  the  sphere  to  the 
cient  Greeks,  it  was  an  ideal 
rm.  Materials  could  be  bent 
xind  molds,  creating  a  stream- 
ed shape  that  appeared  clean, 
unless  and  pure. 
Theatrical  designer  and  engin- 
ring  visionary  Norman  Bel 
eddes  dreamed  up  a  teardrop 
If  that  he  believed  American  buyers  would 
[entually  flock  to.  Model  Car  #9  looked  like  a 
oss  between  a  Nerf  football  and  a  suppository, 
was  intended  to  seat  several  people  in  an  air- 
>nditioned  living  room,  all  of  whom  would  be 
ading  magazines,  listening  to  music  and  enjoy- 
g  the  scenery.  But  there  were  problems:  The 
latively  primitive  glass  and  plastics  of  the  '30s, 
:r  example,  could  not  be  bent  to  create  windows 
ithout  horribly  distorting  the  driver's  view, 
[odel  #9  featured  a  vertical  "stabilizing  fin,"  but 
probably  would  have  had  the  opposite  effect 
"launching  the  car  sideways  across  the  prairie  in 


a  high  wind.  Investors  eventually  quailed  at  the  car's 
cost,  and  it  was  never  built. 

The  ne  plus  ultra  in  teardrop  design,  however,  was 
Buckminster  Fuller's  Dymaxion  Car,  a  slick,  three- 
wheeled  watermelon-shaped  wagon  that  he  imagined 
could  eventually  be  converted  to  an  "omnimedium,"  able 
to  sail  and  fly  as  well  as  drive.  Early  prototypes  featured 
a  rear-looking,  wide-angled  periscope  that  substituted 
for  a  back  window. 

"Fuller  was  sort  of  a  crank,"  says  Corn.  "But  he's  real- 
ly credited  with  rethinking  the  whole  idea  of  what  a 

car  was  supposed  to  be." 

The  Dymaxion  might 
well  have  succeeded  ex- 
cept that  a  prototype 
crashed  at — of  all  places — 
the  entrance  to  the  Cen- 
tury of  Progress  Expo- 
sition in  Chicago  in 
1933.  The  driver  was  killed 
and  the  public  turned  on 
this  "freak  car,"  ending 
Bucky  Fuller's  progress 
in  auto  design  as  well. 
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Given  the  1930s  proclama- 
tion that  the  glamorous  teardrop  shape  was  around 
to  stay,  it's  surprising  that  the  most  successful 
design  of  the  1940s  was  a  rectangular  box:  the  Jeep. 
(To  be  fair,  it  could  be  argued  that  the  decade's 
other  design  triumph,  the  Volkswagen  Beetle,  is  a 
pocket-sized  Dymaxion.)  "The  Jeep  is  an  anachro- 
nism," say  William  Porter,  designer  of  the  famed 
'68  Pontiac  GTO  and  currently  a  professor  of 
design  at  Detroit's  Center  for  Creative  Studies. 
"The  irony  is  that  it  wasn't  conceived  by  stylists  or 
engineers,  but  by  the  Army  Signal  Corp." 

The  Second  World  War  all  but  halted  the 
momentum  of  mainstream  auto  design  in 
America,  but  with  thousands  of  GIs  returning 
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home  with  piloting  experience,  it  didn't  take  long  for 
the  prophets  to  imagine — or  reimagine,  as  some  had 
since  the  1900s — neighborhood  "air  parks"  and  "an  air- 
plane in  every  garage."  The  1946  Fulton  Airphibian,  for 
example,  was  advertised  as  so  easy  to  convert  from  a  car 
to  a  plane  that  a  woman  could  accomplish  if  by  her- 
self in  five  minutes. 

But  the  everyman  (or  woman's)  airplane  never  took 
off.  "Engineers  love  to  enhance  a  concept,"  says  Leslie 
Kendall,  curator  of  the  Petersen  Automotive  Mus- 
eum in  Los  Angeles.  "They  .  . 
thought:  Gee,  if  it  works  in 
two  dimensions,  why  not 
make  a  car  work  in  three 
dimensions?  Well,  the  fact  is 
that  people  have  enough 
trouble  with  two  dimensions. 
A  flying  car  for  the  masses  is 
still  a  pretty  bad  idea." 

If  Amer-  : 
ican  auto  design  enjoyed  a 
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golden  age,  it  was  the  profligate  1950s.  Jet  planes  and 
rocketry  inspired  wings  and  fins  on  "dream  cars"  with 
bold,  optimistic  names  like  the  Strato  Streak,  the  Golden 
Rocket  and  La  Galaxie.  Blueprints  were  flying  out  of  the 
studios  of  all  the  major  automakers,  some  of  them  pure 
genius,  and  some  of  them  positively  dunderheaded. 

"All  of  the  worst  design  excesses  of  the  '50s  reached 
a  zenith  in  the  Edsel,"  says  historian  Lamm.  But  even 
that  infamous  car  had  stiff  competition  for  the  bomb 
of  the  decade. 

"The  Dodge  La  Femme  was  an  attempt  to  return 
to  prewar  gender  roles,"  says  Stanford  historian  Corn. 
"This  car  wasn't  just  two-toned,  but  three-toned:  cream, 
pink  and  purple.  It  came  with  luggage  and  lipstick  acces- 
sories. It  was  a  car  clearly  for  the  ladies — and  it  fizzled 
.  By  the  '50s  it  was  too  late  to  bury  Rosie  the 
Some  social  shift  had  already  occurred." 


Meanwhile,  the  lunatic  de 
sign  fringe  of  the  1950s  was  stil 
trying  to  hawk  flying  cars,  ani 
a  1955  Science  Digest  article  everj 
predicted  that  women  of  the 
1980s  would  be  able  to  drive 
their  entire  house  up  the  stree 
to  visit  neighbors. 

Perhaps  the  car  we're  hapi 
piest  didn't  make  it  to  th^ 
Superhighway  of  Tomorrow! 
however,  was  Ford's  Nucleon. 
The  1950s  public  was  enthralled  with  the  notion  of  inex-j 
pensive  nuclear  power  "too  cheap  to  meter,"  and  eithei 
ignored  or  didn't  comprehend  its  risks.  Instead,  Fore 
imagined  the  nation's  roads  humming  with  nuclear 
powered  cars,  the  atomic  core  in  each  located  in  bad 
where  the  spare  tire  normally  rests. 

The  1950s  anticipated  seat  warmers,  sunroofs  and  air] 
bags.  But  if  you'd  gotten  into  a  fender  bender  with  a  Nuq 
leon,  you  probably  wouldn't  have  had  to  sweat  the  airbagsj 

1960s  The  1960s  continued  many  of  thj 

themes  born  out  of  the  golden  '50s,  with  cars  appearing 
even  more  space-aged:  turbine  tail  lamps,  jet  joystick 
instead  of  steering  wheels,  nose-cone  bumpers...  Ther( 
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sre  plenty  of  wrongheaded  concepts  in  this  period  of 
ux  space  flight,  but  the  decade's  palm  must  go  to  a 
imitive  creature  created  to  return  to  the  primordial 
:pths:  the  Amphicar. 

First  conceived  by  a  German  engineer  during  WWII 
carry  soldiers  (not  ours)  across  calm  (very  calm)  rivers 
^d  streams,  this  light  landing  craft  never  left  the  draw- 
g  board.  That  is,  until  the  '60s,  when  the  Schwimmen- 
igen,  as  it  was  called,  became  the  decade's  daffy  recre- 
ional  vehicle.  It  had  an  English  engine  that  could  do  70 
iles  per  hour  on  land,  6.5  knots  in  the  water  and  was 
>torious  for  overheating  on  either.  The  system  of  using 
e  front  wheels  to  navigate  the  car  in  water  was  a  disas- 
r,  making  it  nearly  impossible  to  control.  And  since 
>fh  propellers  turned  in  the  same  direction,  the  car's 
clination  was  to  go  in  circles.  The  Amphicar's  makers 
tempted  to  spin  their  machine  as  "truly  versatile,"  but 
e  truth  is  that  it  was  neither  a  good  car  nor  a  good 
>at,  and  the  company  disappeared  with  all  hands  in  1968. 

Of  the  scores  of  individuals  who 
fluenced  a  century  of  American  auto  design,  there  is 
ie  who  stands  above  the  rest:  Ralph  Nader.  Aided  by 


the  1970s'  dire  images  of  a  rapidly  vanishing  oil  supply 
(it  wasn't),  Nader  reawakened  in  the  public  an  ancient 
human  suspicion  that  the  machine  is  not  a  friend  but 
an  enemy.  Overnight  federal  regulators  became  de  facto 
designers  and  created  what  William  Porter  has  termed 
the  "lost  decade."  "Some  results  were  horrific,"  says 
Porter.  "Huge  rubber  bumpers  hanging  off  the  edge  of 
the  car,  and  things  like  that.  Then  manufacturers  started 
adding  pseudo-aristocratic  elements  from  the  1920s  car- 
riages, like  padded  roofs  and  opera  lamps.  Just  ghastly, 
ghastly  stuff." 

Ironically,  one  car  that  sought  to  be  a  beacon  in  the 
otherwise  Dark  Ages  of  the  1970s  turned  out  to  be  the 
decade's  biggest  fiasco:  the  Bricklin  (named  after  its  cre- 
ator, Malcolm  Bricklin).  The  fact  that  the  car  was  built 
in  St.  John,  New  Brunswick,  should  have  been  a  give- 
away, but  the  real  problem  was  probably  its  gull  wing 
doors.  People  didn't  want  them.  What's  more,  the  doors 
leaked  in  the  rain,  and  customers  worried  about  how 
they  would  open  the  electrically  operated  handles  if  the 
car's  battery  went  dead  with  passengers  inside. 

Could  there  have  been  a  worse  nightmare  in  a  fretful 
decade  of  machine  enmity  than  to  be  eaten  alive  by  one? 


1  a  further  example  of  design  failure  leading  to  triumph,  another  nuclear  car  starred  in  one  of  the  most  successful  films  of  the  19H0S,  Back  to  the  Future.  In  that  case  the  car 
s  another  bust,  the  Delorean. 


1980s-1990s  For  a  concise  his- 
tory of  the  further  devolution  of  design  in  the  1980s  and 
1990s,  go  to  the  window  and  look  out  in  your  driveway. 
Chances  are  that  you  own  either  a  Cheerios  box  on 
wheels  ('80s)  or  something  that  resembles  a  bar  of  Dove 
soap  ('90s).  It  is  quite  likely  that  neither  one  is  called  the 
Golden  Rocket.  (Can  you  say  K-car?) 

In  1986  the  Ford  Taurus  brought  the  return  of  the 
fuel-efficient  "aero"  design,  which  was  another  way  of 
saying  "teardrop,"  proving  that  the  prophets  of  the  '30s 
were  ahead  of  their  time.  Nearly  every  car  manufactured 
after  the  Taurus  into  the  1990s,  however,  appeared 
almost  identical.  Call  it  the  tyranny  of  the  wind-tunnel 
design.  Not  only  was  it 
now  impossible  to  deter- 
mine the  year  of  a  car  by 
looking  at  it,  but  you  had 
to  read  the  logo  to  tell  a 
Ford  from  a  Mitsubishi,  a 
Lotus  from  a  Daewoo. 

It  is  perhaps  fitting  in 
this  cookie-cutter  decade 
that  the  only  car  to  stand 
out  was  the  Yugo,  an  alu- 
minum-foil turkey  that 
had  all  the  technological 
refinement  of  the  Popeil's  ■■■■■■■■■■■^^■^M 
Veg-o-Matic.  We  will  spare  you  the  Yugo  jokes — you've 
heard  them — except  perhaps  for  the  best  joke  of  all.  The 
man  who  brought  us  the  Yugo  was  Malcolm  Bricklin. 
Two  duds  in  one  century — now  that's  hall  of  fame  stuff. 

Future  Dejja  Vu  ofaiithe 

terms  used  to  describe  the  prevailing  movement  in  auto- 
motive styling — "postmodern,"  "heritage  design" — per- 
haps the  one  that  inspires  the  most  queasiness  is  "retro- 
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futurist."  Definition:  t| 
earnest  but  uninspin 
application  of  a  sci 
facade  to  classic  cars  of  t] 
past.  To  wit:  the  ultramo 
ern  Audi  TT  as  vintaj 
1930s  race  car;  the  Chrysl 
PT  Cruiser  as  an  updati 
1950s  hot  rod.  The  expel 
mental  Ford  021C  loo 
disturbingly  similar  to  t] 
Yugo,  and  the  new  haul 
■^■■^^^^^■^■■i  monde  Mini  is  nothiij 
more  than  a  Star  Trek  version  of  its  bourgeois  grandda 
Today's  retro-futurist  cars  aren't  so  much  designed 
they  are  art-directed. 

Our  pick  for  a  most  egregious  misfire  in  the  curre 
show?  The  Chrysler  Prowler,  a  $45,600  Frankenstein 
monster  built  of  so  many  past  bloodlines  and  stylii 
cues  that  in  its  eagerness  to  please  everyone,  it  pleases  \ 
one.  By  combining  two  illusory  time  spans  to  crea 
designs  that  honor  neither  one,  "retro-futurist"  may  w< 
be  remembered  as  the  quick-fix  solution  perfectly  sui 
ed  to  a  skin-deep  age. 

Will  the  retread  trend  last? 

"I  see  a  lot  of  fresh,  original  work  coming  down  t. 
line,"  says  an  enthusiastic  William  Porter.  "There  a| 
a  number  of  talented  young  designers  just  now  beii 
noticed.  I'm  very  optimistic.  Who  knows  what  coui 
come  along  in  the  next  50  years." 

We're  going  to  go  out  on  a  limb  and  predict  th 
Porter  is  right,  the  future  will  be  grand.  We  would,  ho\ 
ever,  like  to  offer  a  hopeful  proposition  of  our  ow 
Since  no  styling  idea  ever  truly  disappears,  why  not  ha 
vest  elements  from  each  of  our  decades  above  and  crea 
a  whole  new  look:  Our  car  will  be  teardrop-shaped  wi 
gull  wing  doors.  It  should  be  three-toned,  nuclear-po\ 
ered  and,  of  course,  be  able  to  fly,  and  float.  Oh,  and 
will  feature  an  enormous  swan  on  the  front  end  (to  hi 
with  the  Naderites)  whose  eyes  glow  in  the  dark. 

Let's  call  it  the  Golden  Rocket.  That  can't  miss.  •! 
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In  southwest  Hungary  there's  often  a  hint  of 
balminess  in  the  autumn  air,  and  this  October  night  there  was 
a  succulent  breeze  that  blew  softly  but  didn't  chill.  We  marched 
for  miles  in  the  fading  light,  through  oak  forest  and  falling 
leaves,  stumbling  over  boar  ruts  a  hundred  feet  long  and 
five  inches  deep  in  sod  so  compact  you  couldn't  turn  the  earth 
with  a  pitchfork.  But  the  mass  of  a  wild  boar,  400  pounds  of  appetite  pushing  behind 
a  snout  tough  as  saddle  leather  and  tusks  half  a  foot  long,  had  made  short  work  of 
the  turf.  As  the  evening  grew  later,  the  wind  blew  thick  clouds  across  a  full  moon,  illu- 
minating the  fields  and  trails,  and  then  plunging  us  into  darkness.  ®  It  was  dark 
when  we  first  entered  the  force  field  of  the  boar's  personal,  nasty  smell:  peppery  and 
yeasty,  sweet  like  a  rotting  hyacinth.  And  then  the  moon  emerged  to  reveal  two  boar 
on  the  trail  ahead,  bristling  with  malice.  We  balanced  our  rifles  on  tall  forked  stands, 
took  aim — and  darkness  fell.  •  When  the  moon  reappeared  the  boar  were  gone 
like  magic.  •  Here  at  Labod,  Hungary's  premiere  big-game  hunting  facility,  such  boar 
hunts  are  conducted  with  the  ritual  and  elegance  of  the  vanished  nobility,  in  an 
appropriately  Old  World  European  setting.  The  wild  boar,  managed  for  100  years  here, 
are  large  and  plentiful,  and  the  lodge  itself  provides  a  rewarding  refuge  for  the  hunters. 

The  sport  is  very  different  here  than  in  the  U.S.,  where  the  egalitarian 
tradition  of  hunting  often  means  that  the  overall  quality  of  trophies  can  suffer.  European 
hunting  is  strictly  controlled,  and  the  game  is  managed  to  maintain  trophy  standards. 
Big-game  hunting  at  Labod  is  not  about  killing  an  animal.  It's  about  killing  the  right 
animal,  and  the  hunter  must  decide  in  advance  what  he  wishes  to  hunt.  •  To  experi- 
ence an  Old  World  boar  hunt,  we  contacted  Concorde  Travel,  one  of  several  Hungarian 
travel  agencies  that  specialize  in  the  chase.  It's  generally  quite  costly  to  hunt  boar 
elsewhere  in  Europe;  not  so  ruinous  in  Hungary.  Concorde's  Tamas  Gaal,  a  handle- 
bar-mustachioed 45-year-old  Hungarian,  set  us  up  at  the  former  Szechenyi  family  villa, 
named  for  and  located  in  Labod,  in  Somogy  county,  for  a  relatively  reasonable  rate. 
•  From  Budapest  the  drive  to  Labod  takes  about  three  hours.  A  single-lane  two-way  road 
winds  through  picturesque  woods  and  farmland,  little  traveled,  I  think,  because  our 
car  scared  up  numerous  fat  pheasants  and  alarmed  more  than  one  babushka-wearing 
grandma  on  a  crunchy  old  bicycle.  We  also  passed  an  empty  Russian  military  instal- 
lation ("they  crisscross  the  entire  country,"  said  our  interpreter,  Jenei  Gyongyi,  disgust- 
edly). Labod  itself  was  a  tidy  village  of  2,000,  its  small  houses  demur  behind  delicate, 
lace-curtained  windows.  •  There  are  no  signs  marking  the  entrance  to  the  lodge,  oiJy 
a  fine  avenue  of  ancient  oak  trees  that  leads  up  to  a  large,  bright-yellow  stucco  villa.  A 
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rose  garden  is  laid  out  in  front  of  the  entrance  stairway, 
and  the  Szechenyi  coat  of  arms  hangs  above  its  wide 
double  doors.  We  were  met  by  Laszlo  Karpati,  a  brisk, 
formal  fellow  in  his  40s  who  manages  the  lodge  for  the 
Ministry  of  Agriculture. 

One  enters  a  high  entrance  hall  adorned  with  trophies: 
racks  from  mouflon  (horned  sheep);  fallow,  roe  and  red 
deer;  and  the  tusks  of  boar.  In  the  most  prominent  spot 
hangs  a  great,  awful  boar  head.  A  huge  ceramic  stove 
warms  the  room.  Off  the  main  entrance  hall  are  private 
and  public  dining  rooms,  a  parlor  and  the  doors  leading 
to  the  sleeping  wings. 

We  were  shown  first  to  our  rooms:  pale  blue  cells  with 
15-foot  ceilings,  two  single  beds  and  a  huge  win- 
dow looking  over  the  rose  garden.  Despite  the 
austerity  of  the  rooms,  the  beds  are  made  up  with 
fine  Hungarian  goose-down  pillows  and  com- 
forters. It's  a  rather  monastic  sort  of  luxury — at 
once  severe  and  curiously  sensuous,  with  the  staff 
more  numerous  than  the  guests.  After  our  brief  in- 
spection, Karpati  ushered  us  into  the  parlor  for  a 
glass  of  a  sparkling  wine  from  Balaton-Boglar 
known  as  BB.  It  was  a  perfect  place  to  observe  the 
German  guests  arriving  with  their  wives  or  mis- 
tresses, the  latter  sporting  fresh  manicures  and 
blond  braids  as  thick  as  a  child's  arm. 

In  his  crisp  Tyrolian  jacket  with  horn  buttons 
and  ubiquitous  Marlboros,  Karpati  explained  the 
history  of  Labod.  The  main  lodge  (there  are  four) 
is  the  villa,  which  can  house  20  hunters,  and  sits 
amid  about  100,000  acres  of  wood  and  fields. 
Currendy  owned  by  the  state,  these  were  the  hunt- 
ing lands  of  Count  Aladar  Szechenyi.  The  villa  was  built 
in  1910,  and  was  Szechenyi's  house  until  1950,  when  the 
land  was  nationalized  under  the  Communist  regime  and 
converted  into  a  hunting  lodge  to  host  guests  of  the  state. 
Communist  Party  officials  were  apparently  expected  to 
hunt,  particularly  in  places  that  belonged  to  the  most  well- 
born, in  order  to  emphasize  the  defeat  of  the  class  system. 
I  was  told  it  was  common  knowledge  that  all  the  top 
Communist  leaders  hunted  here — Kadar,  Brezhnev, 
Honecker — but  I  couldn't  get  a  soul  to  verify  it. 

After  the  Communist  fall,  Labod  remained  in  state 
hands  but  opened  to  the  paying  public.  The  villa  had  been 
refurnished  with  antiques,  most  of  which  suffer  from  the 
indignity  of  layered  shellac,  and  in  1997  the  lodge  was  fit- 
ted with  private  bathrooms  and  central  heating. 

"Ah.  Here  is  Gabor  Galamb,"  said  Karpati,  in  relief. 
I  think  he'd  had  enough  of  my  questions  about  the 
Communists.  "Gabor  is  Labod's  hunting  director.  And 
now  we  can  have  lunch." 

Galamb  is  a  small,  stocky  man  of  35,  with  thick,  black 
ed  smile  that  never  breaks  into  a  grin.  He  was 
•  "rom  here,  and  his  father  was  director  of 
i  I  s  G.ilamb's  job  to  make  sure  you 


have  an  opportunity  to  shoot  what  you  came  for.  He  pi 
sides  over  a  staff  of  17  hunters  with,  from  what  I  col 
tell  via  translation,  a  wry  sense  of  humor  and  an  inter 
authority  in  the  field.  He  also  has  a  prodigious  appeti 

But  who  doesn't  at  Labod?  Meals  are  a  delightful  nt 
of  high  and  low.  Paper  napkins  are  folded  restaurant-sty) 
and  the  candles  are  lit  dawn  to  dusk.  We  drank  a  spicy,  c 
cabernet  sauvignon,  Katheley  1998,  with  a  perfumey  wj| 
mushroom  soup  served  with  dense  sour  cream. 

"Every  year  2,200  animals  are  killed  at  Labod,"  sai 
Galamb.  "And  1,000  of  them  are  pianos" — Galamb's  sla; 
for  the  nearly  Steinway-sized  wild  boar. 

Boar  hunting  at  Labod  is  conducted  either  in  groups 


individually  (depending  on  what  you've  arranged).  C| 
group  hunts,  the  boar  are  beaten  from  the  woods  an 
driven  into  a  field  where  ten  or  so  hunters  shoot  froi 
blinds,  killing  as  many  as  50  to  60  animals  over  the  cour: 
of  a  day.  On  individual  hunts,  the  boar  are  stalked  at  nigh 
which  is  what  Galamb  had  planned  for  us. 

"Eat,"  said  Galamb,  nodding  his  head  toward  our  se< 
ond  course — a  long  platter  of  venison  steaks  in  a  swe< 
brown  sauce  garnished  with  tiny  Ukrainian  blueberrie 
"You  will  need  the  fortification." 

We  met  in  the  parlor  at  dusk,  prepared  t 
hunt.  Galamb,  in  his  knee  socks  and  suede  knicker 
his  heavy  loden  wool  sweater  and  wool  hat  with  a  feathe 
poured  us  each  a  shot  of  The  Teardrop  of  the  Forest, 
plum  slivovitz  always  consumed  before  the  hunt. 

(The  Labod  area  was  home  to  a  large  German  popuk 
tion,  the  Svab,  from  the  17th  century  until  the  1950s,  whe 
the  Russians  relocated  them  to  Siberia  and  elsewhen 
Many  of  Labod's  hunting  traditions,  including  Th 
Teardrop  of  the  Forest,  were  handed  down  from  them 

Some  hunters  bring  their  own  guns  (many  Americ 
ans,  says  Galamb,  prefer  a  substantial  weapon  like  th 
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year  2,200  animals  aire  killed  at  Labod.  And  1,000  of  them  are  pianos." 


Clockwise  from  top: 
Heads  up — the  main 
hall  at  the  Szechenyi 
villa;  the  villa  building 
and  grounds;  a  fresco 
at  the  Hungarian 
Agricultural  Museum 

Winchester  Magnum 
300),  and  the  travel 
agent  organizes  the 
iecessary  paperwork.  However,  Labod  can  also  supply 
Hi  the  guns  and  ammunition  you  need.  Galamb  was 
nooting  an  Austrian  Steyr-Mannlicher  7X64,  and  I  was 
larprised  how  empowered  I  felt  wielding  it  myself. 
I  We  drove  along  a  once-paved  road  with  fields  and 
:roods  on  either  side,  past  the  snazzy  thoroughbred  stables 
jf  a  nouveau-riche  Hungarian  "industrialist,"  then  down 
t  rutted  path  that  meandered  through  deep  scrub  and 
'lighty  oaks.  It  was  cloudy  and  damp,  about  35  degrees, 
ilalamb  gestured  for  us  to  close  the  doors  of  his  truck 
pftly.  We  gathered  our  guns  and  walked,  single  file,  into 
be  deepening  gloom  of  the  woods. 
J  Galamb  turned  his  head  suddenly  and  stared  intently 
lto  the  dark  woods. 
1  "What?"  I  whispered.  "What?" 

i  He  didn't  say  anything,  just  gestured  for  me  to  climb  a 
Bind  that  stood  beside  the  path.  From  the  top  I  could  see 


over  a  clearing,  maybe  an  acre  square.  I  could  tell  from 
Galamb's  body  language  that  we  were  going  to  be  there 
a  while.  As  we  waited,  my  hearing  became  increasingly 
acute,  while  my  ability  to  see  dwindled  with  the  dying 
light.  Galamb  scanned  the  clearing  with  his  Zeiss  binocu- 
lars. For  an  hour  I  listened  to  the  subtlest  sounds  of  nature: 
drops  of  moisture  falling  through  leaves,  a  snapping  twig. 
In  the  distance,  church  bells  struck  the  hour. 

After  a  while  Galamb  handed  me  the  binoculars.  It  was 
murky,  shadowy.  Galamb  pointed.  "Three  pianos,  there, 
there  and  there." 

I  strained  my  eyes  but  saw  nothing.  Every  crackle  in  the 
woods  was  articulate.  All  was  dark,  heavy,  quiet.  Galamb 
took  the  binoculars  from  me,  then  handed  them  back. 
"Now  look,"  he  said. 

I  scanned  the  far  perimeter  of  the  clearing.  Nothing... 
nothing... nothing... then  Jasus!  \  recoiled  in  my  skin. 
Almost  right  under  my  nose  was  a  monster,  a  brutish 
creature  with  a  huge  hump  on  its  back,  dancing  nimbly  on 
delicate  hooves.  The  boar  was  magnificent  and  grotesque, 
an  unholy  vision  silhouetted  against  the  velvety  gray  dark- 
ness and  fog.  I  froze.  I  couldn't  lift  the  rifle.  I  couldn't  stop 
staring.  Meanwhile  Galamb  had  calmly  lined  up  his  sights 
and  was  ready  to  shoot,  when  the  wind  circled  the  clearing 
and  carried  our  scent  to  the  boar. 

I  watched  as  they  stopped,  and  in  a  split  second  wheeled 
around  and  were  gone.  Everything  was  totally  still  again, 
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the  forest  undisturbed. 

"The  male  was  about  400  pounds,"  said  Galamb,  and 
he  led  us  back  onto  the  rutted  path.  "Big." 

"Big?  You  want  to  know  what  weighs  400  pounds?"  I 
sputtered.  "A. .  .a  piano!" 

"Yes.  That's  big,  too." 

We  walked  on,  to  a  large  field.  I  didn't  need  binoculars 
to  know  that  wild  boar  were  nearby:  The  farmy,  halitosis- 
like smell  was  overwhelming.  And  the  sound!  It  was  a 
rough  snorting,  a  sound  of  pigs  grubbing  mouthfuls  of  dirt. 
And  then  I  saw  them,  up  ahead,  two  huge  boar  and  two  ju- 
veniles. Galamb  couldn't  tell  if  the  mature  boar  were  male 
or  female,  and  so  discouraged  us  from  shooting; — females 
with  young  are  not  fair  game  (though  shooting  a  juvenile 
is  okay).  We  snuck  up  on  them  to  get  a  better  look. 

Suddenly,  to  my  right,  maybe  20  feet  away,  there  was 
a  fierce,  scary  grunting.  Paolo  Destefanis,  the  Italian  pho- 
tographer of  this  story,  backed  away,  but  my  adrenaline 
was  pumping.  Galamb  climbed  a  tall  stand  and  took  aim 
at  one  of  the  juveniles,  easily  weighing  65  pounds.  He 
squeezed  a  round  off.  Blam!  With  a  scream  of  confusion 
the  hogs  ran  toward  us.  The  juvenile  tumbled  to  the  grass. 
The  boar  to  my  right  ran  toward  us  a  few  feet,  then  they  all 
swung  around  and  tore  off  into  the  woods.  Destefanis  was 
practically  up  a  tree,  swearing  in  his  Tuscan  accent,  cam- 
ging  trom  his  neck.  I  found  myself  30  feet  away 
e  I  previously  stood,  as  though  transported. 


Clockwise  from  top: 
the  writer  with  a 
Hanover  bloodhound, 
one  of  the  hunt's 
eager  participants; 
the  closest  thing  to  a 
kill;  the  road  to 
Labod's  grounds 
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Galamb  descended  from 
the  stand  casually,  but  he  was  not  pleased.  The  juvenile  ha  lime 
gotten  up  and  followed  the  others  into  the  forest.  W 
checked  the  edge  of  the  trees  with  a  flashlight  for  blooc 
and  found  where  the  animals  crashed  through  the  ta| 
reeds,  but  he  wouldn't  let  us  pursue  them. 

"Not  at  night,"  Galamb  said.  "Too  dangerous.  We  loo 
tomorrow  with  the  dog."  Galamb  feared  he  had  clippe 
the  ridge  of  its  hump,  which  temporarily  paralyzes  a  boa 
but  won't  keep  him  from  leaping  up  and  running  off  again 
It  was  about  7  p.m.,  and,  because  of  the  heavy  clouds,  to 
dark  to  hunt  anymore.  We  headed  back  for  the  truck. 

Had  we  killed  our  boar,  Galamb  would  have  taken  | 
through  the  paces  of  Hungarian  tradition.  First,  th( 
hunters  say  a  prayer  over  the  carcass,  giving  thanks  to  th 
animal's  spirit  for  giving  up  its  temporal  life.  This  traditio 
is  a  relic  of  the  past:  Pagan  Hungarians  believed  that  a 
spirits  returned  to  a  collective  life  force  upon  death 

Next,  a  hunting  horn  is  blown,  a  specific  toot  for  eac 
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lecies  of  animal.  No  one  knew  the  origin  of  this,  but 
Iprobably  had  something  to  do  with  telling  the  women 
Ick  in  the  village  to  get  the  cook  fires  going.  The  boar  are 
leaned  and  tagged,  and  the  hunt  is  formally  closed  with 
[glass  of  BB.  The  largest  boar  ever  killed  at  Labod  was 
lo  pounds  dressed,  the  largest  trophy  a  pair  of  whetters, 
I  tusks,  ten  inches  long.  (And  not  to  worry:  All  the  busi- 
fcss  of  getting  trophies  home  is  handled  by  the  lodge.) 

HE  NEXT  MORNING  WE  MET  SANDOR  KOVACS,  ONE 

"Galamb's  chief  hunters,  near  the  field  we  hunted  the 
ght  before.  Kovacs  is  a  tall,  reticent  man,  but  his  dog 
runo  is  100%  affable  hound.  The  dogs  used  at  Labod  are 


panover  bloodhounds,  and  Bruno  was  a  classic  specimen: 
Bandy  legs,  a  big  strong  chest  and  a  passion  for  tracking, 
jffe  went  crazy  when  we  gave  him  his  first  bits  of  bloody 
Irass  to  sniff.  Kovacs  clipped  on  a  leash  and  we  took  off 
lto  the  woods.  There  were  mushrooms  everywhere — 
jrime  boar  food — but  Galamb  stopped  me  from  picking 
pern.  "That  will  be  the  last  mushroom  you  ever  eat,"  he 
j'arned.  Despite  a  frantic,  tail-wagging  search,  the  boar 
kas  not  to  be  found. 

i  Later  at  lunch  we  sat  next  to  Andrew  Gajary,  an 
Lmerican-Hungarian  hunting  enthusiast  who  is  director 
if  sales  and  marketing  at  the  luxe  Hotel  Inter-Continental 
1  Budapest.  "Boar  hunting  in  Hungary  is  full  of  super- 
:itions,"  said  Gajary  over  our  mixed  game  soup  garnished 
ath  lemon  slices.  "For  example,  you  don't  sharpen  your 
nife  before  the  hunt  because  you  would  be  taking  for 
ranted  that  you  will  succeed.  It's  about  humility.  And 
mce  you  start  a  hunt,  if  you  forget  something,  you  can't  go 
ack,  because  once  committed  to  the  hunt,  there  is  no 
timing  back.  So  it's  also  about  commitment. 

"Another  thing,"  said  Gajary  as  we  bit  into  our  second 
ourse,  a  hearty  beef-and-mushroom  stew  served  with 
■otato  puffs,  "never  wish  a  hunter  luck.  Instead,  the 


Hungarians  say 'S—  in  the  end  of  your  gun.'" 

At  dusk  we  met  with  Galamb  once  more.  We  drank  a 
shot  of  The  Teardrop  of  the  Forest  and  told  the  other 
hunters  to  go  s—  in  their  guns.  And  then  we  went  out 
to  stalk  the  boar  under  a  full  moon  in  a  sea  of  twisting 
breezes.  As  we  walked  the  trails  and  fields,  we  could  hear 
the  clashing  tusks  of  fighting  males.  Underfoot,  we  fell 
into  mud  holes  where  the  boar  had  recently  wallowed, 
creating  smooth,  bathtub-sized  craters.  We  set  up  and 
aimed  at  boar  trails  that  crossed  the  great  fields  and  fol- 
lowed the  animals  in  our  sights  as  they  hurried  past  in  ner- 
vous family  groups.  This  was  my  last  hunt,  and  I  was 
anxious  to  shoot.  Too  anxious,  it  seems.  The  wind  was 
unnerving  them,  Galamb  said.  And,  he  scolded 
mildly,  "Shooting  is  not  hunting." 

For  our  last  meal,  our  waiter  served 
us  a  creamy  1997  rose  from  Balaton  Keresztur  with 
a  first  course  of  cured  deer  tenderloin  with 
horseradish.  I  learned  from  a  fellow  diner  that 
nonhunting  guests  also  find  plenty  to  do  here. 
The  travel  agency  arranges  various  day  trips,  to 
visit  craftspeople  (lace  makers,  porcelain  manu- 
facturers), or  to  hit  an  auction,  or  to  soak  in  one  of 
Europe's  most  famous  thermal  spas,  Hevez,  about 
90  minutes  away  by  car. 

Our  second  course  arrived,  slabs  of  grilled  foie 
gras  served  with  fried  spaghetti  onions.  In  its  sim- 
plicity and  luxury,  the  dish  hit  an  ultimate  for  me. 
The  Hungarians  are  still  serving  peasant-sized 
portions,  and  there  was  much  more  foie  gras  than 
any  of  us  could  eat.  It  was  overwhelming  and  di- 
vine. For  dessert,  the  chef  prepared  a  Hungarian  classic: 
pureed  chestnuts  with  whipped  cream.  As  we  lingered,  I 
asked  Galamb  if  there  was  a  great  hunter  from  the  past  that 
they  all  lifted  their  hats  to. 

"Zsigmond  Szechenyi,"  he  said,  "whose  father's  house 
we  are  in.  He  was  a  great  hunter.  He  used  to  say  of  hunt- 
ing, that  between  following  game  and  the  sound  of  the 
forest,  let  the  sound  of  the  forest  be  the  greater."  With 
that  I  understood  Galamb's  tranquillity — and  the  sensi- 
bility of  the  Hungarian  hunt.  • 


Boar  hunting  is  conducted  year-round  in  Hungary,  but  you  can 
see  the  animals  best  when  the  leaves  are  off  the  trees.  Typical 
costs:  lodging  at  Labod:  double  room  $110  per  night;  single 
room  $76  per  night;  meals:  $52  per  person  per  day  (irUludes 
breaskfast,  lunch,  dinner);  gun  rental:  $60  per  day,  with  $2- 
$3  per  piece  of  ammo;  guide:  $200  per  day;  Jeep:  $100  per 
day.  To  shoot  a  mature  male  boar,  according  to  the  length 
of  the  whetter:  20cm,  $1,800;  22cm,  $2,400;  from  22cm* 
$45/mm.  License,  insurance,  customs:  $160  per  person. 
Contact  Concorde  Travel  in  Budapest:  36-1-353-0935,  36-1- 
269-5447,  36-1-269-5448;  fax:  36-1-353-0417;  e-matl: 
concorde@mail.datanet.hu;  www.port.hu/travel/concorde 
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Glove 


YOU  CAN'T  THROW  OUT  THE  FIRST  BALL  Mr  ON  OPENING 

DAY  UNTIL  YOU  HAVE  SOMETHING  TO  CATCH  IT  WITH. 

BY  BRUCE  SELCRAIG 


In  the  first  days  of  spring,  when  baseball  stamps 

gather  in  Florida  and  Arizona  to  shake  off  their  winter  slumber,  a  sweet  ritual  takes  place  in  most 
clubhouses  that  offers  a  small,  reaffirming  moment  for  those  who  mourn  the  game's  lost  innocence. 

The  young  millionaires  will  be  sitting  in  their  jocks  before  practice  one  morning  watching  ESPN 
or  playing  cards,  when  an  awe-struck  fellow  from  an  overnight  delivery  service  appears  at  the  door 
bearing  a  pile  of  cardboard  boxes.  Suddenly  the  room's  aloof  bravado  evaporates  and  the  heroes 
become  nine-year-olds  at  Christmas.  Boxes  burst  open.  Plastic  bags  litter  the  floor.  And  soon  all 
you  hear  are  the  sounds  of  big  fists  pounding  leather. 

The  new  gloves  have  arrived. 

Aroma  experts  and  saddle-sniffing  cowboys  would  agree — something  about  the  smell  of 
new  leather  beckons  a  man  as  surely  as  any  Brazilian  thong.  Like  Little  League  dads  at  a  sport- 
ing goods  store,  big  leaguers  will  plunge  their  fingers  into  the  new  mitts,  tug  on  the  stiff  lacing  a 
bit  and  then,  helpless  before  eons  of  instinct,  they  bury  their  noses  deep  in  the  pockets  and  in- 
hale, eyes  closed,  as  if  summoning  thoughts  of  Anna  Kournikova.  Oh,  sure,  they'd  rather  watch 
Brideshead  Revisited  than  admit  to  such  sentimentality,  but  each  in  his  own  way  is  reviving  mem- 
ories of  a  kid's  game  that  too  often  is  all  about  money.  New  cowhide  brings  flooding  back  the 
thoughts  of  unspoiled  things,  of  patient  dads  and  boundless  potential.  And  so,  on  a  pilgrimage 
of  sorts,  I  went  to  find  those  places  where  everyone  understands  a  lifelong  glove  affair. 

Deep  in  the  Missouri  Ozarks  near  the  Arkansas  border  is  a  busy,  blue-collar  village  of  creeks 
and  hardwoods  called  Ava,  where  I  like  to  imagine  the  town's  1,383  families  sit  around  dinner 
tables  discussing  the  Deep-Well  Pocket  and  the  Trap-EZE  Web.  Here  in  a  one-story  redbrick 
factory  that  smells  the  way  Cooperstown  should,  the  Rawlings  Sporting  Goods  Company  makes 
gloves  for  the  best  players  on  the  planet. 

Rawlings  has  been  making  gloves  since  1888.  It  supplies  more  than  half  of  all  major-league  base- 
ball players  and  still  leads  the  retail  trade  with  70  plus  models,  followed  by  Wilson,  Mizuno,  and 
smaller  labels  like  Zett,  SSK,  Louisville  Slugger,  Franklin,  Easton,  Nokona  and  20  others.  (Some 
companies,  like  The  Sports  Doctor,  even  specialize  in  custom-made  or  vintage  gloves.)  Sadly,  of  more 
than  2  million  gloves  Rawlings  sold  last  year,  only  about  20,000  came  from  Ava.  The  rest  were  made 
in  Rawlings'  plants  in  the  Philippines,  China,  Indonesia  and  Thailand.  (Texas-based  Nokona,  which 
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also  crafts  beautiful  high-end  gloves,  is  the  only  sizeable 
company  that  still  makes  all  of  its  gloves  in  America.) 

Specifically,  Rawlings  only  makes  gloves  in  Ava  that 
come  from  what  it  calls  "Heart  of  the  Hide"  leather,  a  fine 
grade  usually  from  Black  Angus  steers  raised  in  the  upper 
Midwest  that  have  no  cattle  brands,  tick  marks  or  bar- 
bed-wire scratches.  Imagine  their  posthumous  pride  when 
Chicago's  Horween  Leather  Company,  which  supplies  all 
HOH  leather,  selects  their  once-blubbery  hides  for  tan- 


gray  metal  file  cabinets.  Inside  are  worn  manila  envelope 
containing  the  patterns  and  design  notes  for  virtually  ever 
glove  Rawlings  has  ever  made,  from  fingerless  gloves  o 
the  1880s  to  the  1920  Bill  Doak  model  that  turned  glove 
into  more  than  mere  hand-protectors  to  the  black  Trap 
EZE  style  made  famous  by  Junior  Griffey. 

He  can  faithfully  reproduce  any  of  those  gloves  and 
consequently,  has  gotten  requests  to  make  everything 
from  George  Bush's  old  Yale  mitt  to  authentic  Blacl 


"I  COULD  BE  BLINDFOLDED  AND  HAVE  A  HUNDRED 
GLOVES  IN  FRONT  OF  ME,"  THE  GIANTS' 

JEFF  KENT  SAYS,  "AND  I  WOULD  KNOW  MINE." 


ning,  a  nasty  process  involving  sulfuric  acid,  salt 
and  autopsy-like  odors.  One  mitt  requires  about  six 
square  feet  of  leather,  so  Ava's  workers  can  usually 
get  three-and-a-half  gloves  out  of  one  hide,  which 
consists  of  the  side  of  one  animal  from  shoulder  to 
butt.  For  Rawlings'  best  gloves,  which  cost  about  $170 
retail,  only  steers,  not  cows,  will  do.  When  cows  carry 
calves,  explains  Rawlings  executive  Chuck  Malloy, 
their  hides  usually  become  too  thin  or  wrinkled, 
which  makes  their  leather  more  suitable  for  cheaper 
gloves  that  may  also  contain  pigskin  or  vinyl. 

This  brings  us  to  a  troubling  moral  issue  that 
serves  as  a  tidy  metaphor  for  the  decline  of  Amer- 
ican civilization.  Flimsy  baseball  gloves. 

If  you're  old  enough  to  remember  Sandy  Koufax, 
you've  no  doubt  noticed  that  most  of  today's  gloves 
don't  last  as  well  as  pre-'7os  models.  The  lacing 
breaks  more  easily  and  they  get  weak  and  floppy, 
like  wet  oven  mitts,  a  lot  quicker.  Glovemasters  joke 
that,  "They  just  don't  make  cows  like  they  used  to." 
True,  but  there's  more  to  it. 

Leather  experts  explain  that  today's  inactive,  rushed- 
to-slaughter,  feedlot  cattle  don't  have  hides  as  strong  and 
mature  as  '60s  range  cattle.  But  more  distressing  is  that 
the  era  of  instant  gratification  (and  more  single  moms  as 
glove  buyers  for  Little  Leaguers)  now  requires  glovemak- 
ers  to  give  kids  a  product  they  can  easily  flex  in  the  store 
and  play  with  right  away.  (See  page  88.)  Companies  do 
this  by  using  thinner  hides,  oil-treating  the  leather  and 
using  less  padding.  Nearly  gone  are  the  days  when  it  took 
two  months  of  careful  nurturing  and  playing  catch  to 
make  a  glove.  Companies  obviously  sell  more  gloves  this 
way.  Purists  are  aghast. 

"It's  a  throwaway  generation,"  says  Rawlings'  head 
r,  Bob  Clevenhagen,  an  Ozarks  native  whose 
•  k  office  at  the  Ava  factory  is  a  memorial  to 
tat  endure. 

guys  kept  their  gloves  a  long  time,"  Cleven- 
as  he  pulls  open  a  drawer  from  a  bank  of 
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Sox-era  models  for  Field  of  Dreams  and,  recently,  three  ingerc 
Mickey  Mantle  models  for  actor  Billy  Crystal. 

"But  those  are  easy,"  Clevenhagen  says,  tossing  mt 
what  looks  like  an  assembly-line  reject  that  has  no  thumli 
or  pinky.  Then  he  hands  me  a  mother's  letter  with  a  trac- 
ing of  her  six-year-old's  mangled  left  hand  on  notebooU 
paper.  "These  are  the  tough  ones,"  he  says.  "I  get  request: 
all  the  time  from  parents  of  children  who  have  deformi- 
ties. We  always  do  what  we  can.. . .  We  do  'em  for  free." 

On  a  rainy  spring  morning  the  Ava  factory  is  churn- 
ing out  some  softball  gloves — softballers,  especially  girls 
scholastic  leagues,  now  make  up  one  of  the  largest  seg- 
ments of  the  glove-buying  public — and  a  few  specia 
orders  for  major  leaguers  like  Craig  Biggio,  Tony  Gwyni 
and  Griffey.  It's  no  big  deal  for  the  workers  that  they're 
stitching  up  a  future  Hall  of  Famer's  glove,  but  wheii  layer 
Clevenhagen  stops  by  a  final  inspection  station  and  hand; 
me  Griffey's  nearly  finished  personal  mitt,  the  Rawling: 
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jRO-TB,  I  do  briefly  think,  "Who  here  could  possibly 
jutrun  me  to  that  exit  sign?" 

I  Making  a  glove  is  a  labor-intensive,  35-step  process  that 
fen  take  20  minutes  to  an  hour  for  a  dozen  workers,  all 
|f  whom  develop  fast,  strong  hands  while  trying  to  avoid 
i:petitive  stress  injuries.  First,  the  Horween  hides,  which 
1st  Rawlings  roughly  $3.50  to  $4  a  square  foot,  are  graded 
tor  their  thickness — the  thickest  hides  go  to  catchers' 
hd  first  basemen's  mitts,  which  take  the  most  pounding, 
losing  short  heavy  hydraulic  presses  called  "clickers," 
■orkers  punch  out  the  leather  outlines  of  the  palm,  back, 
mgers  and  linings,  plus  a  dozen  smaller  pieces,  then 
Tiboss  all  the  parts  with  numbers  and  names,  and  sew 
/erything  together  inside-out  to  hide  the  stitching, 
.bout  a  third  of  the  way  through,  the  unwieldy  five- 


What's  up  with  those  syringes? 
May  I  try  on  your  glove? 

Players  might  be  finicky  about  their  wives  and  their 
cars,  but  they're  really  sensitive  about  their  gloves.  "My 
fingers  better  be  the  only  ones  that  go  into  this,"  the 
Giants'  ball-crushing  left-fielder,  Barry  Bonds,  said  as  he 
showed  me  his  13-inch,  black-and-tan  Wilson  with  a 
wristband  dial-thingy  that  adjusts  its  tightness. 

Baseball  holy  men  may  over-romanticize  some  things, 
but  there  is  no  deeper  relationship  between  athlete  and 
inanimate  object  than  there  is  between  a  major  leaguer 
and  his  glove.  No  football  helmet  or  hockey  mask 
approaches  this  level  of  trust  and  love.  "When  I  find  a 
good  one,"  Giants  coach  Robby  Thompson  says,  "I  call 
it  my  'sweet  pud.'  " 


ngered  monster  must  be  turned  outside-out,  which  is 
^mething  akin  to  putting  a  queen-size  sheet  on  a  king- 
ze  mattress.  "I  have  a  woman  do  this,"  Clevenhagen  says. 
It  takes  a  lot  more  technique  than  brute  strength." 

You  can't  even  fit  your  fingers  into  a  newly  sewn  glove 
ecause  the  inner  leather  linings  are  bunched  so  tightly, 
p  workers  heat  up  oversized  aluminum  "hands"  to  250 
egrees  and  slide  each  finger  of  the  glove  over  the  hot 
letal  prongs.  From  here  you  sew  in  some  dense  gray  felt 
adding  and  lace  in  the  all-important  webbing  and  the 
ngers,  give  it  a  final  inspection  and  you're  basically  ready 
3r  the  big  time.  Hum-babe  hum-babe. 

F  YOU  EVER  GO  TO  THE  SAN  FRANCISCO  GlANTS' 

pring  training  camp  in  Scottsdale,  Arizona,  to  interview 
layers  about  their  gloves,  these  are  among  several  ques- 
10ns  I  would  avoid: 
Is  that  a  junior  cup  you're  wearing? 


"It's  like  the  girl  you  marry,"  says  Giant  second  base- 
man Jeff  Kent,  who  has  used  the  same  model,  an  11-inch 
Rawlings  5X  BCB,  since  1989,  when  he  was  in  the  minors. 
"I  could  be  blindfolded  and  have  a  hundred  gloves  in  front 
of  me,"  Kent  says,  "and  I  would  know  mine."  As  would 
they  all.  Some  players,  like  Wade  Boggs,  have  used  the 
same  glove  for  more  than  a  decade — repairing  it  often,  of 
course — and  others,  like  the  phenomenal  ex-Cardinal 
shortstop  Ozzie  Smith,  change  gloves  about  every  six 
weeks  (in  Smith's  case,  because  he  actually  liked  the  stiffer 
feel  of  new  leather). 

Virtually  every  major  leaguer  has  a  glove  endorsement 
deal.  They  range  from  the  lowly  (two  new  gloves  per  year, 
plus  maybe  some  golf  clubs)  to  the  average  ($10,000  to 
$20,000)  to  baseball's  most  lucrative  (so  far),  the  deal 
Rawlings  has  with  Griffey,  which  pays  $ioo,ooo-plus  an- 
nually— barely  more  than  cab  fare  for  players  making  $15 
million  a  year.  These  tees  might  be  bigger  except  that 
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gloves  don't  generate  the  retail  revenue  of,  say,  golf  equip- 
ment, and  glove  logos  don't  often  dominate  your  TV 
screen,  like  those  on  a  PGA  Tour  golfer's  bag,  hat  and 
shirt.  Curiously,  despite  the  fact  that  some  400  major 
leaguers  make  $1  million  or  more  annually  and  hardly  need 
a  glove  deal's  pocket  change,  many  have  signed  with  com- 
panies that  clearly  produce  lower-quality  gloves.  "You'd 
be  amazed,"  Clevenhagen  says,  "at  the  number  of  multi- 
millionaires who  use  $30  gloves." 

When  a  player's  new  glove  arrives  in  the  spring  a  tac- 
tile courtship  begins.  Outfielders  often  stick  both  their 
pinky  and  ring  fingers  in  the  pinky  finger  slot  of  the  glove 
to  make  the  pocket  collapse  more  securely  around  the  ball; 
middle  infielders,  however,  need  to  get  rid  of  the  ball 
quickly,  so  most  wear  their  gloves  down  onto  their  palms 
for  more  fingertip  control.  Infielders  like  small  nimble 
gloves — usually  11.5  inches  or  less,  measured  from  the  heel 
to  the  top  of  the  index  finger — and  outfielders  tend  to  go 
for  those  13-inch  jai  alai  baskets  that  are,  technically, 
illegal.  (Major  League  Baseball's  Rule  1.14  states  that 
gloves  shall  not  be  "more  than  12  inches"  long,  but  it's 
never  enforced,  so  don't  try  making  any  citizen's  arrests.) 

Most  major  leaguers  work  with  at  least  three  gloves — 
a  workhorse  for  practice,  a  backup  for  emergencies  and  the 
prized  "gamer,"  which  is  so  valued  by  players  that  on  team 
flights  most  keep  them  in  their  carry-on  bags  rather  than 
stow  them  with  team  equipment.  "We  play  lots  of  prac- 
tical jokes  on  each  other,"  says  Kent's  infield  mate,  Giant 
shortstop  Rich  Aurilia,  recalling  some  novel  uses  for 
petroleum  jelly,  "but  it's  just  understood  that  you  never 
mess  around  with  a  guy's  glove." 


Unlike  a  jersey,  bat  or  ball,  a  leather  glove  actual! 
retains  the  shape  of  the  athlete's  body — in  this  case  th 
most  important  tools  in  baseball,  the  hands — so  it's  per 
fectly  reasonable  that  actor  Billy  Crystal  paid  $239,000  a 
a  Sotheby's  auction  for  a  i960  Rawlings  glove  worn  b 
his  childhood  hero,  Mickey  Mantle.  After  being  poundei 
by  hundreds  of  thousands  of  thrown  balls,  baked  in  th 
sun  and  soaked  in  sweat  and  leather  conditioner  for  muc 
of  his  career,  the  Mick's  near-petrified  glove  is  now  per 
fectly  frozen  in  time,  molded  to  the  calluses  and  ben 
knuckles  of  only  one  man. 

No  doubt  my  ten-year-old  son  will  one  day  feel  simi 
larly  moved  to  preserve  one  of  my  error-prone  mitts  uso 
exclusively  in  Sunday  night  co-ed  softball  leagues.  But  foi 
now  I  will  settle  for  the  occasional  Kodak  moment  whe\ 
he  enters  my  office  and  passes  up  a  set  of  golf  clubs, 
basketball  and  other  sports  flotsam  to  search  for  ra 
Rawlings  PRO  200HC,  a  Heart  of  the  Hide  infielder' 
glove  that  I  treat  like  a  duck  hunter  would  a  loyal  Labi 
Thick  and  smooth  like  a  saddle,  the  black-and-browj 
glove  consumes  his  left  hand  as  he  slides  his  short  fingen 
into  the  long,  cool  tunnels  of  supple  leather. 

At  this  age  not  many  things  can  quiet  his  hip-hoj 
dudeness,  but  when  he  holds  that  glove,  invariably,  h 
summons  all  the  humbleness  he  can  muster  and  asks 
"Can  I  have  this  someday?" 

Then,  in  a  sweet  little  ritual  between  aging  father  an< 
Little  League  son,  I  repeat  the  pledge  I've  made  to  hin 
many  times  before: 

"Son,  over  my  cold,  lifeless  body." 
Hey,  we're  talking  about  my  glove  here.  • 


Nokona;  glove  mallet:  $29.95 


Breaking  in  a  New  Glove1 


LEGIONS  OF  GROWN  MEN, 
even  some  major  leaguers, 
will  swear  that  the  only  way 
to  break  in  a  stiff  new  leather 
glove  is  to;  Run  it  over  with 
a  car,  beat  it  with  a  sledge- 
hammer, soak  it  in  the  bath- 
tub or,  yikes,  pop  it  in  the 
microwave.  Fistfights  break 
out  over  whether  the  leather 
emollient  of  choice  should 
be  mink  oil,  neat's-foot  oil  or 
Uncle  Herb's  used  boxers. 

While  some  of  these  might 
work,  master  glovemakers 
often  use  a  safer,  more 
reliable  method  that  they 
don't  publicize  for  fear  the 
public  wiii  screw  it  up. 
They  dunk  the  new  glove 
m  hot  water  fcr  one  second — 
1   out  so  that 


the  water  only  dampens  the 
outer  surface  and  doesn't 
soak  the  inner  linings,  which 
will  rot.  Glovemakers  have 
privately  done  this  for  years, 
but  they  ate  loathe  to  tell 
anyone  because,  says  one, 
"People  figure  if  one  second 
works  good,  then  one  minute 
must  work  great." 

After  the  one-second  dunk, 
towel  off  the  wet  glove. 
Pound  the  pocket  with  your 
fist,  you  big  he-man,  or  use 
one  of  those  rounded  wooden 
mallets  Nokona  sells.  Place  a 
baseball  or  softball  in  the 
pocket,  fold  the  glove  around 
the  ball,  wrap  it  tightly  with 
a  dry  towel  or  old  shirt  and 
then  leave  it  alone  for  a  day 
or  so  until  the  leather  is  dry. 


Unwrap  the 
towel  and  apply 
a  conservative 
amount  of 
leather  condi- 
tioner to  all 
parts  of  the 
glove,  especially 
the  pocket. 
Commercial 
formulas  with 
lanolin  work 
welt,  hence  the 
use  of  shaving 
cream  by  many 
players.  Make 
sure  they  don't  darken  the 
glove  too  much,  or  leave  a 
heavy  greasy  sheen, 

Now  the  fun  part.  Play 
catch.  A  lot. 

In  idle  moments  keep 


pounding  the  glove  with  your 
fist,  a  ball  or  the  mallet.  But 
truly  there  is  no  substitute 
for  the  curative  powers  of  a 
speeding  sphere  of  horsehide. 

— B.S. 
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BY  RJ.O'ROURKE 


WHOTHE 

HECKAR  : 

THESE 
PEOPLE? 

YOU'RE  NOT  OLD... .WELL,  YES,  YOU  ARE  OLD,  AND  COMPLETELY 
OUT  OF  IT.  BUT  NOW,  AMAZE  EVERYONE  WITH  YOUR 
KNOWLEDGE  OF  WHO'S  WHO  FOR  THE  NEXT  20  MINUTES. 

Is  it  just  us,  or  are  there  more  celebrities  nowadays  than  there  are  things  to  celebrate?  What 
can  these  people  possibly  be  famous  for?  Everyone  knows  the  last  important  LP  was  Rubber  Soul, 
there's  been  nothing  worth  watching  on  TV  since  Hawaii  Five-0  was  canceled,  and  they  quit 
making  really  good  movies  after  Apocalypse  Now.  Yet,  year  after  year,  fresh  crops  of  allegedly 
famous  actors,  singers  and  who-knows-whaters  are  thrust  upon  us.  It's  gotten  to  the  point  where 
we  no  longer  recognize  the  face  on  the  cover  of  People,  never  mind  the  faces  inside.  In  last  year's 
"50  Most  Beautiful"  issue,  the  only  name  we  knew  was  JFK,  Jr.  And  we  thought  he  was  three  years 
old.  It  turns  out  he's  married  and  dead.  There  was  JFK,  Jr.  and  also  that  fellow  our  17-year-old 
daughter  dragged  home  from  Groton  and  we  kicked  him  off  the  porch.  It  turns  out  he  gets  $21  mil- 
lion per  picture.  •  Fortunately  there  are  younger  employees  in  the  FYI  office.  We  bought  them 
copies  of  Us,  Entertainment  Weekly,  Rolling  Stone,  etc.,  and  made  them  read  it  all  and  re- 
port back.  It's  important  for  those  of  us  in  the  peak  of  our  productive  years  to  keep  up  on 
these  things.  It  helps  us  communicate  with  our  children.  Which  is  a  laugh.  Nothing  is 
more  embarrassing  to  children  than  "hip"  parents.  Remember  the  poor  fellow  at  school 
whose  mother  wore  miniskirts  and  whose  father  claimed  to  "dig"  the  Beatles?  But  stay- 
ing current  with  popular  culture  does  make  it  easier  for  us  to  relate  to  the  twen- 
tysomethings  who  are  so  prominent  in  today's  computer-driven,  Web-intensive  business 
world.  Forget  that.  All  the  fresh-whelped  dot.com  billionaires  are  in  Chapter  11.  They've 
gone  back  to  playing  "Duke  Nukem"  in  their  parents'  rec  rooms,  where  they  belong.  No, 
the  ugly  truth  of  the  matter  is,  we  want  to  know  who  modern  celebrities  are  so  we'll  have 
^<  unething  to  talk  about  when  we  hit  on  our  future  ex-third -wife  at  Au  Bar,  The  Viper 
>m  or  wherever  it  is  the  honeys  hang  out  these  days.  •  If  you  are  a  decent  person,  a 
sponsible  business  executive  and  a  good  family  man,  you  can  stop  reading  right  now. 
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1)  Sisqo  unbuttoned; 

2)  Russell  Crowe 
unshaved;  3)  'N  Sync 
untoward;  4)  Li  I*  Kim 
in  very  IN;  5)  Jakob 
Dylan  in  full  smirk; 
6)  Leonardo  DiCaprio 
in  half  smirk;  7) 
Eminem  in  deep 
thought;  8)  Britney 
Spears  and  midriff; 
9)  Angelina  Jolie  and 
topdriff;  10)  Ricky 
Martin  as  Nehru; 
11)  Christina  Aguilera 
headed  for  a 
Mensa  meeting 


1)  Sean  "Puffy"  Combs 
as  Scotchgard™ 
salesman;  2)  Will 
Smith  providing  day 
care;  3)  Jennifer  Lopez 
putting  sexism  behind 
her;  4)  Matt  Damon 
exercising  Harvard 
sneer  muscles;  5)  Billy 
Bob  Thornton  and 
Angelina  Jolie  plead 
nolo  contendere  in 
fashion  court; 
6)  Ben  Affleck  gets 
shirt-tucking  hints 
from  Gwyneth  Paltrow; 
7)  Hilary  Swank  looking 
other  than  boyish 


LEONARDO  DICAPRIO 

Come  on,  don't  try  to  be  square.  You  do  too 
know  who  Leo  is — the  skinny  one  you 
weren't  looking  at  when  Kate  Winslet's 
clothes  got  wet,  clingy  and  diaphanous  in 

Titanic. 

Why  Anyone  Cares 

Enormous  heartthrob  among  females  who 
have  issues  with  male  secondary  sexual  char- 
acteristics. 

Inside  Information  ("The  411,"  as  the  kids  say) 

Before  wretched  excess  of  fame,  had  criti- 
cally acclaimed  roles  in  This  Boy's  Life,  Mar- 
vin 's  Room,  What's  Eating  Gilbert  Grape?  and 
other  movies  to  which  men  get  dragged  by  women. 
But  his  latest,  The  Beach,  bombed,  so — for  all  we 
know — Leo  isn't  famous  anymore  after  all. 
Telling  Detail 

Once  made  an  educational  fdm  called  How  to  Deal 
With  a  Parent  Who  Takes  Drugs. 
Knowing  Comment 

You  say:  "Some  claim  the  Columbine  killings  were  in- 
spired by  DiCaprio's  performance  in  The  Basketball 
Diaries.  This  falsely  presupposes  anyone  could  sit 
through  that  movie." 
Optional  Wisecrack 

If  wife,  daughter  or  date  insists  on  subjecting  you  to 
Titanic  on  video,  wait  an  hour,  then  nudge  your  com- 
panion and  say,  "Honey,  would  you  ring  down  for  ice?" 
Reassuring  Fact 

In  June  2000,  Howard  Kurtz  of  the  Washington  Post 
wrote  that  George  W.  Bush  had  "acknowledged  he 
didn't  even  know  who  Leonardo  DiCaprio  was." 

MATT  DAMON 
Why  Anyone  Cares 

Starred  in  The  Talented  Mr.  Ripley  as  a  charming  so- 
ciopath who  misplaced  his  charm  somewhere  and  ear- 
lier in  Good  Will  Hunting  as  a  brilliant  dork  minus  the 
brilliance. 
Inside  Information 

With  pal  Ben  Affleck,  cowrote  Good  Will Hunti?ig  — 
story  of  a  troubled  slum  kid  working  as  a  janitor  at  a 
Harvard-like  school  who  turns  out  to  be  as  smart  as  Al 
Gore.  This  won  an  Oscar  for  best  screenplay. 
Telling  Detail 

Father  was  an  investment  banker.  Mother  was  a  lefty 
activist.  Went  to  Harvard. 
Not  to  Be  Confused  With... 

Pal  Ben  Affleck,  who  starred  in  Reindeer  Games  as  a 
charming  sociopath,  is  taller,  didn't  go  to  Harvard  and 

in  bedded  Gwyneth  Paltrow. 
Telling  Detail  About  Ben  Affleck 

Once  directed  a  short  fdm  titled  /  Murdered  My 


Lesbian  Wife,  Hung  Her  on  a  Meat  Hook  and  Now  I 
Got  a  Three-Picture  Deal  With  Disney. 
Likelihood  of  Encountering  Matt  Damon  in  the  Racque 
Club  Bar,  on  the  Maidstone  First  Tee  or  at  Your 
Daughter's  Debutante  Party 

Well,  Matt  did  go  to  Harvard,  but  so  did  such  ch 
acters  as  Al  Gore. 

HILARY  SWANK 
Why  Anyone  Cares 

Played  a  girl  playing  a  boy  in  order  to  get  girls  in  B< 
Don 't  Cry. 
Inside  Information 
She  is  a  girl. 
What  All  This  Means 
Let's  not  ask. 
Telling  Detail 

When  she  starred  in  The  Next  Karate  Kid  (who's  a  gii 
one  reviewer  said,  "What  is  the  sound  of  one  hai 
clapping?  The  audience  giving  it  up  for  The  N& 
Karate  Kid. " 

Item  of  Hollywood  Gossip  That  Tells  Us  Little  About 
Hilary  But  Everything  About  How  the  Entertainment 
Industry  Views  History 

According  to  Variety,  Swank  is  up  for  the  lead  ir| 
movie  called  The  Affair  of  the  Necklace,  in  which  she 
play  "an  aristocratic  beauty  who,  while  searching  tor  h 
heritage,  manages  to  overthrow  the  French  regime." 

ANGELINA  JOLIE 
Why  Anyone  Cares 

Best  Supporting  Actress  Oscar  for  rubber-ranch  chi 
flick  Girl,  Interrupted.  Daughter  of  actor  Jon  Voigh 
Why  Anyone  Really  Cares 

At  her  first  wedding,  wore  black  rubber  pants  anc 
shirt  with  the  groom's  name  written  in  blood  on  t 
back.  Had  a  steamy  make-out  scene  with  her  broth 
at  last  year's  Academy  Awards  ceremony.  Broke  1 
own  marriage  and  several  others.  Became  Billy  Be 
Thornton's  fifth  wife  in  a  quickie  Las  Vegas  ceremon 
Now  they  talk  about  their  sex  life  constantly  in  inte 
views.  All  this  before  age  26. 
Who  the  Heck  Is  Billy  Bob  Thornton? 
Actor/auteur/jerk.  His  Sling  Blade  was  latest  in  lor 
series  of  hillbillies-in-hell  movies  that  aren't  as  goc 
as  Deliverance.  Was  seen  at  a  gym  wearing  his  wife 
underwear.  Said  of  Jolie,  "I  was  looking  at  her  in  h 
sleep,  and  I  had  to  restrain  myself  from  literally  squee 
ing  her  to  death."  To  which  Angelina  responded,  T  w; 
nearly  killed  last  night,  and  it  was  the  nicest  thing  am 
one  ever  said  to  me." 
Telling  Details  About  Billy  Bob 

Born  in  Hot  Springs,  Arkansas.  Mother  was  a  psychi 
Fourth  wife  accused  him  of  abuse.  How  did  we  escap 


n 


iaving  him  as  president  of  the  United  States? 
.Ming  Detail  about  Angelina 

[ad  a  youthful  dream  of  being  a  funeral  director, 
lowing  Comment 

n  the  19th  century  it  was  about  having  big  hips.  In 
le  20th  century  it  was  about  having  big  breasts.  In  the 
:st  century  it's  about  having  a  big  mouth." 

/ILL  SMITH 
fhy  Anyone  Cares 

lap  singer,  star  of  long-running  TV  sitcom  The  Fresh 
■'rince  of  Bel-Air  and  Tommy  Lee  Jones's  partner  in 
est  guy  pic  of  the  1990s,  Men  hi  Black  (although  it  was 

0  Apocalypse  Now) . 
nowing  Comment 

Every  American  generation  has  its  obligatory  non- 
ureatening  person  of  color.  And  now  that  Denzel 
'Vashington  is  getting  scary. . ." 
iptional  Knowing  Comment  if  You  Happen  to  Be  a  Person 
if  Color  Yourself 

[It's  enough  to  make  Bill  Cosby  join  the  Fruit  of 
nlam." 

iside  Information  to  Go  with  Knowing  Comments  Above 

ome  homeboy  Will  is — his  father's  an  engineer  and 

1  is  mother  works  for  the  school  board, 
ust  Between  FYIand  You 

j  mith  is  talented  and  has  a  sense  of  humor,  and  you 
iVould,  in  fact,  even  like  his  music.  Do  not  let  this  get 
j  ut  or  it  will  ruin  his  career. 

JiEAN  "PUFFY"  COMBS, 
Lk.a.  PUFF  DADDY 

v*hy  Anyone  Cares 

lap  impresario,  rap  being  a  form  of  music  created  by 
>ne  performer  shouting  obscenities  in  a  sing-song 
ioice  while  other  performers  torture  a  cat  and  throw 

arbage  cans  down  a  flight  of  stairs, 
inside  Information 

'uffy  has  been  involved  in  a  feud  with  West  Coast 
tappers  that  has  resulted  in  several  shooting  deaths, 
put,  so  far,  the  killing  has  not  been  extensive  enough 
io  bring  melody  back  to  the  popular  song.  Dated  ac- 
ress  Jennifer  Lopez,  even  though  she's  supposed  to  be 

nice  girl  from  the  Bronx. 

elling  Details 

In  1991  he  organized  a  charity  basketball  game  at  New 
(fork's  City  College,  which  was  such  a  success  that 
Line  people  were  trampled  to  death  by  the  crowd.  Was 
f xrested  in  1999  on  weapons  charge  after  a  disco  dustup 
hat  left  three  people  wounded.  Jennifer  Lopez  was  ar- 
rested, too. 
(nowing  Comment 

i  Some  say  his  career  is  over,  but  no  one  says  Puffy 
can't  get  arrested.'" 


1)  Jakob  Dylan  minus 
Dad's  orthodontic 
harmonica;  2)  the 
Backstreet  Boys  dare 
Limp  Bizkit  to  call 
them  effete;  3)  Beck 
asks  what  drug  his 
wardrobe  consultant  is 
on;  4)  Limp  Bizkit 
wonders  what  "effete" 
means;  5)  Britney 
Spears  thanks  her  folks 
for  letting  her  stay 
out  past  ten;  6)  Moby 
makes  sure  this  alu- 
minum foil  will  be  used 
to  wrap  meatloaf. 


JENNIFER  LOPEZ 
Why  Anyone  Cares 

Nice  girl  from  the  Bronx.  Great  butt. 
Starred  in  Selena  as  a  nice  girl  from  Texas 
with  a  great  butt.  Gave  the  snake  something 
worth  squeezing  in  Anaconda.  Ditto  George 
Clooney  in  the  Elmore  Leonard  (now 
there's  a  celebrity)  movie  Out  of  Sight. 
Inside  Information 

Got  her  start  on  In  Living  Color,  Saturday 
Night  Live  for  non-nonthreatening  people 
of  color.  But  still  a  nice  girl  from  the  Bronx, 
even  if  she  did  date  Puffy  Combs. 
Telling  Detail 

Being  a  nice  girl  from  the  Bronx,  when  arrested  she 
cried  because  her  cell  was  not  provided  with  (this  was 
in  Rolling  Stone)  cuticle  cre^m. 

What  you'd  think  about  Jennifer  Lopez  if  You  Thought 
About  Jennifer  Lopez  at  All 

Great  butt. 

BECK 

Why  Anyone  Cares 

Dweeby  fellow  who  "combines  folk,  blues  and  hip-hop 
in  a  new  sonic  collage."  Pass  the  Tylenol. 
Inside  Information 

Most  noted  for  the  slacker-generation  anthem  "Loser." 
Private  Thought 

Slacker  generation?  Isn't  that  all  those  kids  with  the 
damn  Harvard  MBAs  who  caused  the  dot.com  mess? 
Telling  Details 

Beck  dropped  out  of  school  after  junior  high,  so  we 
can't  blame  the  dot.com  mess  on  him  personally.  But 
we  can  blame  things  on  his  mother,  who  was  a  denizen 
of  Andy  Warhol's  Factory  and  knew  that  poor  Edie 
Sedgwick  girl  who  came  from  such  a  good  family. 
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PASSE 

PADDOCK 

You  Didn't  Know  Who 
They  Were  and  Now 
You'll  Never  Have  To 

•  Marilyn  Manson 

•  Smashing  Pumpkins 

•  Ricky  Martin 

•  Hanson 


■  '  Pitt 

•  MS  '-Cromer 

•  Toi  •  pelling  . 
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MOBY 

Why  Anyone  Cares 

Moby,  who  looks  like  something 
the  guinea  pig  just  gave  birth  to,  is 
a  Beck  for  the  next,  even  worse, 
generation.  He  blends  "archival 
blues  and  gospel  vocals  with  mod- 
ern day  techno."  Techno  being  a 
form  of  music  that  sounds  like  a 
combination  of  a  skipping  record, 
the  chime  when  you  leave  the  car 
door  open,  the  microwave  telling 
you  it's  finished  with  defrosting 
and  the  spin  cycle  on  your  washing 
machine. 
Inside  Information 
Moby  is  very  antiestablishment, 


which  is  so  mainstream  these  days  that  every  trac 
from  his  recording  Play  has  been  sold  for  use  in  a  fea 
ture  film,  TV  show  or  commercial. 
More  Inside  Information  Than  You  Needed 

Moby  is  also  a  vegan.  Vegans  eschew  not  only  me; 
but  any  food  that  "exploits  animals."  This  is  why,  whe 
the  rest  of  your  family  was  having  steak  and  you  of 
fered  your  daughter  with  a  nose  ring  a  toasted  cheesl 
sandwich  instead,  she  got  all  huffy  and  went  out  an 
grazed  in  the  yard. 
Knowing  Comment 

Unnecessary.  Just  the  fact  that  you  realize  he's  not 
novel  by  Herman  Melville  puts  you  ahead  of  the  game 
A  Message  from  Moby's  Website 
"I  define  basic  rights  ...  as  the  framers  of  the  consti 
tution  put  it,  the  ability  to  have  'life,  liberty  and  th< 
pursuit  of  happiness.' " 
Private  Thought 
"That  would  be  the  Declaration  of  Independence 
hay-breath." 

JAKOB  DYLAN 
Why  Anyone  Cares 

Remember  when  you  were  temporarily  smitten  wit 
the  beatnik  girl  in  San  Francisco  during  the  first  Nixoi 
administration?  And  you  went  to  her  "pad"  and  sh« 
put  on  a  record  by  that  fellow  named  Bob  who  had 
very  bad  adenoid  problem?  This  is  his  son.  (And,  come 
to  think  of  it,  you  yourself  may  have  a  kid  about  this 
age,  clomping  around  Mendocino  in  Birkenstocks 
unbeknownst  to  you.  But  that's  another  matter.) 
Inside  Information 

Got  his  start  playing  the  Kibitz  Room  of  Canter's  De 
in  Los  Angeles.  Oy  vey. 
Knowing  Comment 

"Due  to  Jakob's  ability  to  carry  a  tune  and  write  songs 
that  make  sense,  critics  feel  he  lacks  his  father's  talent 

LIMP  BIZKIT 
Why  Anyone  Cares 

A  band  that  combines  heavy  metal  with  rap.  Oh  joy. 
Inside  Information 

Even  Rolling  Stone  describes  Bizkit  fans  as  "backward 
cap-wearing  beefheads." 
Telling  Detail 

Band  name  was  coined  when  friend  of  founder  anc 
tattooed  idiot,  Fred  Durst,  mentioned  having  a  brain, 
like  a  limp  biscuit. 
Knowing  Comment 

"In  the  matter  of  proposing  pop  band  names,  let  me 
suggest  A  Noise." 

BOY  BANDS 

'N  Sync,  Backstreet  Boys,  etc.,  but  don't  bother  tc 
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lemorize  their  names,  because  there's  another  one 
rery  15  minutes, 
hy  Anyone  Cares 

repubescent  girls  care  intensely.  And  let  us  hope 
)u  have  no  Nabokovian  interest  in  that  fact.  More 
>  the  point:  Prepubescent  girls  are  in  command  of 
ich  large  amounts  of  discretionary  spending  that  the 
itroduction  of  a  popular  new  boy  band  can  cause 
le  Fed  to  raise  rates  in  an  attempt  to  curb  demand- 
de  inflation, 
iside  Information 

oy  bands  are  manufactured  in  Orlando  by  an  evil 
reppetto  named  Lou  Pearlman.  The  Orkin  man  has 
.ken  care  of  Jiminy  Cricket, 
nowing  Comment 

rhe  whale  would  gag  on  Lou  Pearlman." 
iside  Information,  Part  II 

Jl  boy  bands  consist  of  The  Cute  One,  The  Moody 
>ne,  The  Rebellious  One,  The  Ethnic  One  and  The 
lork.  It  worked  for  NATO, 
urther  Knowing  Comment 

3rlando  is  the  center  of  modern  musical  culture,  and 
lodern  musical  culture  deserves  no  better." 

MINEM 

fhy  Anyone  Cares 

.  beyond-Faulknerean  specimen  of  double-Y  chro- 
losome  white  trash  who  mimics  all  that's  loathsome 
id  stupid  in  ghetto  thug  culture — resulting  in  a 
)ilet-mouth  recording,  The  Slim  Shady  LP,  that 
lade  a  lot  more  money  last  year  than  your  N  ASD  AQ_ 
ivestments. 
iside  Information 

lis  debut  single  was  called  "Just  Don't  Give  a  F  ." 

nowing  Comment 

ileally,  what  else  would  one  call  it?" 
elling  Detail 

lis  mother  has  sued  him  for  slander, 
lore  Telling  Details 

,ast  year,  Eminem  was  arrested  for  assault  and  carry- 
ig  a  concealed  weapon.  His  estranged  wife  attempted 
iicide.  They  fought  over  custody  of  their  child  then 
ot  back  together.  The  wife  of  the  CEO  of  Eminem's 
icord  company  is  noted  child-care  expert  and  author 
f  The  Girlfriends'  Guide  to  Pregnancy,  Vicki  Iovine, 
'ho  is  also  a  former  Playboy  Playmate.  Where  is  the 
Christian  Right  when  we  need  them? 
/isecrack  (in  this  case  not  optional) 
How  did  God,  with  all  his  tornadoes,  miss  this  par- 
cular  trailer  park?" 

1RITNEY  [SIC]  SPEARS 
/hy  Anyone  Cares 

roung,  really  young,  pop  star — younger  than  your 
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dinner  jacket  if  you've  kept  fit  or  your  Bordeaux  if  yd 
haven't — who  sings  songs  that  would  make  Bull 
Holiday  blush  and  wears  clothes  that  would  cau 
Cher  to  scream  in  embarrassment  and  wrap  herself 
a  bedsheet. 
Inside  Information 

Former  cast  member  of  a  postmodern  Mickey  Moui 
Club  apparently  broadcast  from  a  different  planet  th^ 
the  one  occupied  by  Annette  Funicello. 
Telling  Detail 

According  to  the  Mr.  Showbiz  website,  Britney  "wet 
to  regular  high  school  for  a  year." 
Not  to  Be  Confused  with... 

Fellow  Mousketeer  and  bitter  rival  Christina  Aguiler; 
who  is  the  dirty  version  of  Britney  Spears  if  such 
thing  can  be  imagined. 

Comment  to  Keep  to  Yourself  About  Christina  Aguilera 
Unless  You  Want  to  Be  Thought  of  as  a  Stodgy  Old  Drip 
Trying  to  Be  Cute 

"Makes  Madonna  look  like  a  virgin." 
Private  Thought 

"Britney,  Beck,  Sisqo,  Buffy,  Puff,  Snoop  Dogg 
Dogg. .  .a  whole  generation  of  celebrities  seems  to  b 
named  after  our  pointers  and  retrievers."  • 


SHOW-OFF  BOX 


For  Bonus  Points  When  Talking  to  People  with  Tongue  Jewelry 

1)  Lil'  Kim  What  the  drag  queens  will  be  lip-synching  in  2025.  She  went  to 
opening  of  the  Urban  World  Film  Festival  wearing  string  bikini,  giant  cross, 
fur  coat  and  cha-cha  heels. 

2)  Insane  Clown  Posse  White  rap  duo  from  Detroit.  To  name  them  is 
to  know  them — mentally  ill  gang  types  who  dress  in  circus  clothes. 

3)  CarSOn  Daly  To  be  mentioned  disparagingly.  MTV  VJ  so  thoroughly 
dumb  and  ordinary  as  to  have  won  the  heart  of  every  dumb  and  ordinary  ado- 
lescent girl  in  America,  probably  including  the  one  you're  hitting  on. 

4)  Blink  182  Say,  "Too  commercial.  I  prefer  the  classics,  like  Green  Day." 

5)  RllSSell  Crowe  Gladiator  guy,  therefore  not  hip,  but  it's  hip  to  know  that 
he  has  a  rock  band  named  30  Odd  Foot  of  Grunts. 

6)  Sisqo  Shrimpy,  peroxided  rapper  with  hit  song  about  women's  behinds. 
Rappers  Juvenile  and  Mystikal  have  hit  songs  on  same  subject.  So  there  may 
be  something  to  be  said  for  this  musical  genre,  if  not  for  its  practitioners'  abil- 
ity to  spell. 

7)  Rage  Against  the  Machine  Metal  group  that  considers  itself  so  po- 
litically radical  that  its  website  provides  a  Marxist  book  list  to  fans,  includ- 
ing Kwame  Nkrumah:  The  Conarky  Years,  His  Life  and  Letters  for  fans  who 
just  want  a  good  read. 
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FORBES  CONFERENCES 

Capitalist  Tools  for  Business  Leaders 
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Forbes 


Not  unlike  FORBES  Magazine,  Forbes  conferences  provide  the  most  thought-provoking 
business  editorial  in  the  marketplace  —  boldly  reviewing  management  performance  and 
challenging  conventional  wisdom.  The  only  difference  is  that  our  conferences  do  it  by 
bringing  executives  face-to-face  in  an  atmosphere  of  candid  and  interactive  discussion. 

As  important  as  the  business  sessions  are  the  numerous  informal  relationship-building 
opportunities.  It's  these  relationships  that  form  the  backbone  of  each  event,  and  assure  the  dialogue 
continues  throughout  the  year. 


The  Forbes  Forum  on 
Management  and  Policy 

February  7-9,  2001 
Ritz-Carlton,  Laguna  Niguel 
Dana  Point,  CA 

The  Forbes  Presidents 
Forum  for  Emerging  and 
Middle-Market  Companies 

April  2-4,  2001 

The  Boston  Park  Plaza  Hotel 

Boston,  MA 

The  Forbes  CFO  Forum 

May  16-18,  2001 
Four  Seasons  Biltmore 
Santa  Barbara,  CA 

The  Forbes  CEO  Forum 

June  13-15,  2001 
Four  Seasons  Resort, 
Scottsdale  at  Troon  North 
Scottsdale,  AZ 
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CONGRESS 
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The  Forbes  CIO  Congress 

July  11-13,  2001 

The  Ritz-Carlton,  Laguna  Niguel 

Dana  Point,  CA 

r  The  Gilder/Forbes 
—  Telecosm  Conference 

September  12-14,  2001 
Resort  at  Squaw  Creek 
Olympic  Valley,  CA 


^0  nGW     Tne  Gilder/Forbes 
GCOnOITiy   New  Economy  Conference 

October  24-26,  2001 


TBD 


Forbes  |  e  xecutive 

WOMEN'S  SUMMIT 


The  Forbes  Executive 
Women's  Summit 


November  7-9,  2001 

The  Fairmont,  San  Francisco 

San  Francisco,  CA 


For  Additional  Information 

Fax:212-367-3550  •  Phone:212-367-3559 

E-mail:  conferences@forbes.com  •  Web:  www.forbes.com/conf 

Forbes  Management  Conference  Group 

28  West  23rd  Street,  10th  Floor,  New  York,  NY  10010 
Limited  sponsorship  opportunities  are  available. 
E-mail  sponsorship  inquiries  to  gewing@forbes.com 
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FYFs  Guide  to  Staging  a  Surgical  Strii 


G00DT0G 

What  your  travel  agent  doesn't  know  can  be  disastrous.  You  were  able  to  book  the  perfec 

TROPICAL  BEACHFRONT  BUNGALOW?  Of  COURSE  YOU  WERE  IT'S  MONSOON  SEASON.  YOU  WANTED  l) 

shop  and  loll  about  in  museums?  tough  luck  everything's  shuttered,  since  last  weekend 

religious  observances  run  right  into  this  week's  national  holiday.  dld  you  really  intend  t 
arrive  while  the  town  was  hosting  a  million  visitors  for  the  annual  running  of  the  hlppo: 
•  Put  it  this  way:  Vacation  spots  are  like  peaches.  There  are  about  ten  minutes  in  tp 
entire  ripening  life  of  a  peach  when  everything's. .  just. .  .right.  for  most  vacation  plac^ 

there's  what?  maybe  one  week  out  of  a  year  when  the  planets  align,  the  crowds  af 

bearable  and  they've  cleaned  up  after  the  hippos.  fy  i  presents  a  guide  to,  all  thinc] 
considered,  the  one,  single,  very  best  week  to  visit  15  places  you  probably  want  to  gc 
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Japan  (The  last  week  in  February)  It's  mid- 
season,  meaning  better  prices  on  accommodations  and 
attractions  than  you  will  find  during  the  April  and  May 
peak.  Many  temples  around  the  country  still  have  "special 
winter  openings"  with  rooms  and  areas  accessible  to  the 
public  that  will  soon  close  to  shelter  them  from  the  tourist 
onslaught.  Maybe  best  of  all,  the  weather  is  still  mild 
over  much  of  the  country,  with  temperatures  frequently 
in  the  50s.  True,  the  cherry  blossoms  aren't  bursting 
yet — that  happens  in  early  April — but  the  heartbreaking 
plum  blossoms  are  getting  started,  (japan  National  Tourist 
Organization:  212-757-5640,  www.japantravelinfo.com) 

Israel  (The  third  week  in  March)  There  are  no 

major  holidays — praise  Yahweh,  Mohammed  et  al. — 
to  draw  pilgrims  from  around  the  globe.  Prices  are  good, 
and  El  Al  Israel  Airlines  doesn't  bump  its  rates  until 
b  22.  The  weather  is  warm,  of  course,  but  positively 


balmy  compared  to  the  peak  tourist  months  of  Ju 
through  October.  Wildflowers  carpet  the  hills  arour 
Jerusalem  and  in  the  Galilee,  and  showy  cyclamens  a 
popping  out  between  the  rocks  at  King  David's  Tomb  c 
Mount  Zion  and  the  three-ton  stones  of  the  Westei 
Wall.  Pick  up  a  spellbinder  for  the  flight  home  at  the  giai 
Jerusalem  International  Book  Fair,  at  the  Internation 
Convention  Center,  March  18-23.  (Israel Ministry  of  Tou, 
ism,  N.A.:  888-77-ISRAEL,  www.goisrael.com) 

New  Zealand  (The  third  week  in  Marcl 

Something's  always  going  on  in  Kiwi-land:  Catch  Sco 
tish  Week  in  Dunedin  or  trot  out  to  the  Horse  of  the  Ye; 
Show  in  Hawkes  Bay.  Peak  tourist  season  is  over,  whic 
should  make  accommodations  easy  to  get.  It's  a  gre; 
time  for  seafood  lovers — the  fast-flowing  Internation 
Waitaki  River  Salmon  Fishing  Contest  runs  all  mont 
long,  and  oysters  are  at  their  peak.  The  early-fall  weathe 
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i  Vacationland  /  By  Neal  Santelmann 


isses  your  skin  and  makes  you  want  to  drink-in  some 
f  the  world's  purest  air.  Fortunately,  this  is  one  of  the  last 
)ur  weeks  you  can  walk  the  incredible  Milford  Track 
irough  the  South  Island's  Fiordland  National  Park  for 
le  2000-2001  season.  (Tourism  New  Zealand:  866-6jg- 
p$;  www.purenz.com) 

|  jermany  (The  second  week  in  April)  It's 
pring!  The  weather  is  turning  gorgeous  across  the  coun- 
ty; flowers  are  popping  in  the  Alps,  the  Black  Forest, 
long  the  Pvhine.  Peak  tourist  season  is  still  a  comfortable 
|vo  months  away — it  runs  July  through  September — so 
i.otel  rooms  are  easy  to  book,  with  prices  at  mid-range, 
Ixcept  for  Easter  weekend  itself.  Speaking  of  which, 
ihere  are  egg-painting  exhibitions  all  over,  and  in  Bavaria 
(he  Bayreuth  Easter  Festival  runs  April  14-22.  It's  also  the 
beginning  of  the  Moselle  Festival  Weeks,  a  huge  music 
Isstival  along  the  Moselle  River  with  top-class  perform- 
Irs  in  all  genres,  which  runs  straight  through  October. 
\German  National  Tourist  Office,  212-661-J200,  www.ger- 
Yiany-tourism.de) 

Norway  (The  second  week  in  May)  After  the 

irooding  bleakness  of  winter,  the  weather  is  finally  tuni- 
ng mild  again,  with  temperatures  in  the  70s — when  it's 
lot  snowing.  The  tourist  season  is  just  getting  started — 
t  lasts  through  August — but  the  hordes  haven't  arrived 
et.  That  luminous  atmospheric  eccentricity,  the  Mid- 
light  Sun,  hasn't  quite  rounded  into  midseason  form,  but 
t's  beginning  to  linger,  stretching  daylight  late  into  the 
light,  and  the  recently  winter-bound  locals  are  in  the 
nood  to  party.  Fruit  trees  are  blossoming  across  the  land, 
illing  the  fields  and  fjords  with  breathtaking  splashes 
?f  white  and  pink.  Though  not  at  rock  bottom,  prices 
laven't  peaked  yet.  (Norwegian  Tourist  Board:  212-885- 
1700;  www.visitnorway.com) 

Russia  (The  second  week  in  May)  If  you  like 

heek-freezing  winter  sports,  forget  it — the  thaw  is  un- 
lerway,  with  many  restaurants  putting  dining  tables  out 
>nto  the  streets.  This  is  a  great  time  to  have  an  alfresco 
ampling  of  Russian  national  foods,  such  as  Caucasian 
hish  kebabs  and  pirozhki  meat  pies.  The  waters  are  ice- 
free  again,  and  there's  good  fishing  for  plotva  and  okin  in 
he  Moscow  River.  Peak  tourist  season  hasn't  begun  yet, 
lor  have  peak-season  prices.  For  a  dose  of  patriotism  and 
lational  pride  you  can  get  behind,  immerse  yourself  in  the 
Vlay  9  celebration  when  Russians  commemorate  crushing 
he  Nazis  with  Victory  Day  parades  and  festivities.  It's  also 


a  good  and  not-too-busy  time  for  river  cruises  around 
Moscow  and  St.  Petersburg.  (Russian  National  Tourist 
Office:  2/2-^yj-j^ji;  www.russia-travel.com) 

United  Kingdom  (The  second  week  in 

May)  All  things  being  relative — this  is  England,  after 
all — there's  a  good  chance  of  dry,  pleasant  weather; 
there's  a  Bank  Holiday  on  May  7,  with  May  Day  fest- 
ivities in  many  villages,  including  farmers'  markets, 
chubby  men  doing  ancient  morris  dances  on  the  village 
green,  and  maidens  frolicking  around  the  May  Pole — 
very  rural,  very  British.  It  isn't  quite  peak  tourist  season 
yet — that  runs  from  late  June  through  early  Septem- 
ber— so  prices  on  accommodations  are  still  at  midseason 
levels,  except  for  the  holiday  weekend.  From  May  9-13, 
you  can  catch  the  Royal  Windsor  Horse  Show,  a  truly 
British  sporting  event  for  the  whole  family,  at  Windsor 
Home  Park  in  Windsor,  less  than  an  hour  outside  of 
London.  (British  Tourist  Authority:  8 jj-8gg-8jgi;  www.- 
travelbritain.  org) 

Thailand  (The  third  week  in  May)  Thailand's 

main  tourist  season  runs  October  through  February,  so 
the  thickest  crowds  have  long  gone.  The  weather  is  nice, 
with  pleasant  temperatures  and  not  much  rain.  (The 
rainy  season  is  July  to  September.)  Prices  are  on  the  low 
end,  and  hotels  should  be  easy  to  book.  If  you're  lucky 
enough  to  be  in  Bangkok  on  May  16,  you  can  catch  the 
Royal  Ploughing  Ceremony,  a  traditional  and  blessedly 
non-tourist  event  during  which  His  Majesty  the  King 
Bhumibol  Adulyadej  expresses  support  for  his  country's 
farmers,  and  cows  are  offered  food  stuffs  at  the  Royal 
Palace.  In  a  kind  of  exotic,  bovine  version  of  Groundhog 
Day,  their  choice  will  predict  the  outlook  for  agriculture 
in  the  year  ahead.  (Tourism  Authority  of  Thailand:  800- 
THAII.AND,  www.  tourismthailand.  org) 

France  (The  third  week  in  June)  It's  not  quite 

peak  tourist  season  yet,  so  prices  are  still  at  mid-peak  lev- 
els in  places  like  the  Riviera.  The  weather  is  typically 
lovely,  with  pleasant  early  summer  temperatures  all  over. 
For  good  or  ill,  the  Parisians  have  not  yet  abandoned 
their  city  for  the  beaches  (your  call  here).  In  most  of  the 
country,  the  masses  don't  really  start  pouring  off  the  tour 
buses  until  July,  though  Paris  itself  is  hopping.  The  Fete 
de  la  Musique  begins  June  21,  with  crowds  of  Parisians 
dancing  in  the  streets  and  parks,  absorbing  everything 
from  chamber  music  to  rock  'n'  roll.  The  Paris  Air  Show, 
which  runs  every  other  year  (including  this  summer), 
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EVER  ANYTHING  BUT  BROILING  IN 
EGYPT?  BUT  IN  SEPTEMBER,  IT'S  LOVELY. 


takes  off  at  Le  Bourget  Airport  June  17-24 — just  be  sure 
to  book  hotel  rooms  in  advance.  (French  Government  Tour- 
ist Office:  410-286-8310;  www.franceguide.com) 

South  Africa  (The  third  week  in  September) 

Peak  tourist  season  is  just  getting  under  way — it  runs 
through  December — and  prices  are  still  relatively  low. 
Namaqualand,  an  otherwise  semi-arid  region  of  the 
Western  and  Northern  Cape,  is  bursting  with  spring 
wildflowers.  It's  also  the  best  time  for  whale  watching, 
with  2,000  right  whales  mating,  calving  and  frolicking 
off  the  shores  of  the  Cape,  especially  around  the  seaside 
town  of  Hermanus.  The  Arts  Alive  Festival  of  music, 
dance  and  theatre,  runs  all  month  long  in  Johannesburg. 
(South  African  Tourism:  212-730-2929;  www.satour.net) 

Australia  (The  last  week  in  September)  In  a 

country  with  fairly  steady  tourism  throughout  the  year, 
this  is  the  low  season  for  international  tourist  arrivals. 
Spring  is  starting  to  work  its  magic  in  the  lovely  wine 
regions  of  Barossa  Valley  and  McLaren  Vale  in  South 
Australia.  The  weather  is  pleasant,  especially  in  the  trop- 
ical upper  regions  of  the  Northern  Territory  and  Queens- 
land, where  it's  (relatively)  cool  and  dry.  In  a  country  of 
extremes,  it's  the  ideal  time  to  do  it  all — snorkel  on  the 
Great  Barrier  Reef,  bushwhack  through  the  Daintree 
Rainforest,  gawk  at  Uluru  (Ayer's  Rock),  even  snow  ski 
in  Victoria  and  New  South  Wales.  (Australian  Tourist 
Commission:  www. australia. com ) 

Egypt  (The  last  week  in  September)  Who'd  have 
thought  the  weather  was  ever  anything  but  broiling  in 
Egypt?  But  this  time  of  year  it's  lovely,  with  temperatures 
in  the  70s.  As  such,  there's  still  good  swimming  in  the 
Mediterranean  and  the  Red  Sea,  and,  if  you  like  fishing, 
there's  a  tournament  at  Sharm  el  Sheik,  a  bay  on  the 
southern  tip  of  the  Sinai  Peninsula  where  1,000  species 
of  fish  make  their  home.  Crowds  should  be  down  in 
the  museums  and  at  the  sites — tourist  season  doesn't 
crank  up  in  earnest  until  October  and  lasts  through 
April,  Accommodations  are  still  at  midseason  rates  and, 
rices  are  higher  than  during  the  One-Month 
Festival  from  mid-July  to  mid-August,  there 
good  bargains  to  be  had  on  jewelry,  silver  and 
is  is  also  the  time  for  Wafaa  El  Nile,  the 
v  of  the  N  ile  festival,  with  Pharaonic  pro- 


cessions, flower  parades  and  folklore  performances, 
well  as  water  sports  on  the  legendary  river.  (Egyptic 
Tourist  Authority:  8jj-jy-EGYPT;  www.egypttourism.or 

Italy  (The  last  week  in  September)  Peak  touri 
season  is  finally  over — whew!  In  many  vintages,  wii( 
picking  and  production  will  be  under  way,  scenting  the  2 
from  Tuscany  to  Piedmont  to  Veneto,  with  all  the  attei 
dant,  age-old  traditions  of  the  harvest.  The  weather 
mild  up  and  down  the  boot,  with  temperatures  in  the  jt 
and  80s;  though  hardly  low,  you'll  be  able  to  get  midse; 
son  prices  on  accommodations.  Italians  are  back  fro 
their  endless  summer  vacations  and  are,  briefly,  relaxe 
The  stores  are  parading  their  new  fall  lines,  from  fashioi 
to  housewares.  (Italian  Government  Travel  Office: 312-64* 
0996;  www. italiantourism.com) 

Hong  Kong  (The  third  week  in  Novembe 

This  place  is  always  crowded,  of  course  (a  local  T-shii 
tells  it:  I  Came,  I  Shopped,  I  Took  Valium).  But  tH 
tourist  frenzy  peaks  in  October  and  is  winding  dow: 
Even  better,  prices  have  dropped — indeed,  expect 
plethora  of  pre-Christmas  sales.  Though  frost  isn't  exact 
in  the  forecast,  traditional  winter  victuals  are  coming  im 
the  markets  with  the  mildly  cooler  weather,  includir 
"tonic  foods"  that  warm  the  body,  such  as  hot  pot  cas 
seroles  and  snake  soups — well,  try  the  hot  pots,  anywa 
It's  a  great  time  to  see  the  outdoors  of  Hong  Kong,  1 
go  sailing,  biking  and  rock  climbing,  and  the  hiking  trail 
of  the  New  Territories  and  Lantau  Island  are  busting  wil 
subtropical  green.  (Hong  Kong  Tourist  Association:  80c 
282-4382;  www. discoverhongkong. com) 

Kenya  (The  third  week  in  November)  Peak  ses 
son  is  over  for  tourists,  so  you  won't  have  to  brake  for  tr 
traffic  jam  of  Range  Rovers;  the  bad  news  is,  it's  over  fc 
animals  as  well.  Yet  while  you  won't  catch  those  endle: 
migrating  herds  so  popular  with  National  Geograph 
photographers,  there  will  still  be  plenty  of  elephant 
lions,  zebra,  antelope,  buffalo,  wildebeest  and  giraffe  to  g 
around — think  hundreds  instead  of  thousands.  Novembe 
is  also  the  official  start  of  low  season,  so  you'll  save  mone; 
The  weather  is  pleasant,  with  highs  in  the  70s,  and  thoug 
there's  a  potential  for  rain,  what  the  hell — it  freshens  tr. 
country  and  helps  keep  down  the  dust.  {Kenya  Tourv 
Board:  www.kenyatourism.org)  • 
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1 2  Faberge  Eggs  •  500  Toy  Boats 
1 2,000  Toy  Soldiers 

Rare  autographs,  priceless  paintings,  trophies,  and  dozens 
of  jeweled  treasures  made  for  the  Czars. 


All  on  view  at 

The  FORBES  MAGAZINE  GALLERIES 

62  Fifth  Avenue  (at  1 2th  Street)  New  York,  N.Y.  1 00 1 1 

Tuesday  through  Saturday,  10am  to  4pm.  Thursdays  for 
advance  reservations  and  groups.  For  information  call 
(212)  206-5548 
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mere  top,  $610,  and  skii 
$560,  by  Prada.  Shoes 
by  Jimmy  Choo.  $360. 
Opposite:  His  wool -and 
cashmere  sportcoat  by 
Canali.  $1,995.  Cotton  si 
by  Corneliani.  $145.  Wot 
and-linen  trousers 
by  Belvest.  $450.  Doubl 
"0"-ring  belt  by  Marti 
Dingman.  $135.  Sandals 
by  Bally.  $125.  Her  top 
$430,  and  skirt,  $1,000, 
by  Carolina  Herrera.  Sh 
by  Jimmy  Choo.  $440. 
Turquoise  necklace 
by  David  Yurman.  $8,65 


the  details 


BALLY:  Bally,  New  York,  Beverly  Hills  and  San  Francisco; 
(877)  90-BALLY 

BELVEST:  Barneys,  New  York;  Stanley  Korshak,  Dallas; 
Bernini,  Los  Angeles;  and  Barcelino,  San  Francisco 
CANALI:  Boyd's,  Philadelphia;  Andrisen»Morton,  Denver; 
and  select  Bloomingdale's  stores 

CAROLINA  HERRERA:  Carolina  Herrera,  New  York;  Bergdorf 
Goodman,  New  York;  and  select  Saks  Fifth  Avenue  stores 
CORNELIANI:  Mr.  Sid,  Newton  Center,  MA,  and  select  Saks 
Fifth  Avenue  stores 

DAVID  YURMAN:  David  Yurman,  New  York;  (212)  752-4255 
ELLAGEM:  Ellagem,  Inc.,  New  York,  (212)  398-0101;  by 
appointment 

FREDERIC  BEAUSOLEIL:  Robert  Marc  Opticians,  New  York; 
Fred  Segal  Eyes,  Santa  Monica;  Couture  Optique,  Palm 
Beach;  and  Summer  Shades,  Edgartown,  MA 
GUCCI:  Select  Gucci  stores;  (800)  234-8224;  his  jacket,  shirt 
and  pants  also  at  Bergdorf  Goodman  Men,  New  York 
JIL  SANDER:  Jil  Sander;  (800)  704-7317;  Barneys,  New  York; 
and  Bergdorf  Goodman  Men,  New  York 
JIMMY  CHOO:  Jimmy  Choo,  New  York;  (212)  593-0800 
LUCA  LUCA:  all  Luca  Luca  boutiques  and  select  Blooming- 
dale's  stores 

MANOLO  BLAHNIK:  Manolo  Blahnik,  New  York;  Bergdorf 
Goodman,  New  York;  and  select  Neiman  Marcus  stores 
MARTIN  DINGMAN:  Martin  Dingman;  (800)  955-2358, 
www.martindingman.com;  Stanley  Korshak,  Dallas;  and 
Taylor  Richards  &  Conger,  Charlotte,  NC;  "0" -ring  belt  Aso 
at  Mitchells  of  Westport,  Westport,  CT;  black  belt  also  at 
Barneys,  New  York. 
ORIS:  Oris;  (914)  347-ORIS 

PAUL  STUART:  Paul  Stuart,  New  York  and  Chicago;  (800) 
678-8278,  www.paulstuart.com 

POLO  BY  RALPH  LAUREN:  select  Polo  Ralph  Lauren  stores 
nationwide;  (888)  475-7674,  www.polo.com 
PRADA:  Prada  stores  nationwide;  (888)  977-1900;  and  select 
Barneys  New  York  stores 

RAFE/LULU  DK:  Rafe,  New  York,  and  Forty  Five  Ten,  Dallas 

ROBERT  TALBOTT:  all  Robert  Talbott  stores;  (800)  747-8778, 

www.roberttalbott.com;  shirt  also  at  Mitchells  of  Westport, 

Westport,  CT,  and  Andrisen'Morton,  Denver 

SERGIO  ROSSI:  Sergio  Rossi,  New  York,  Bal  Harbour,  and 

Houston 

HSR;  Kenjo,  New  York;  (800)  548-TIME;  all  Tour- 

es:  (800)  348-3332;  or  www.tagheuer.com 

r  &  CO.:  all  Tiffany  &.  Co.  stores;  (800)  526-0649. 

:oodman,  New  York,  and  select  Neiman 
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Photographed  at  Hope  Springs  Resort,  an  original  1958  motel 
in  Desert  Hot  Springs,  California.  Recently  renovated  and 
reopened  in  March  2000,  Hope  Springs  has  ten  simple  rooms 
grouped  around  three  pools  of  natural  mineral  hot  springs. 
Everything  is  conducive  to  relaxation:  delicious,  fresh  food; 
therapists  for  facials,  reflexology  and  massage;  and  great  little 
sound  systems,  but  no  phones  (or  TVs)  in  the  guest  rooms. 
And,  perhaps  most  importantly,  the  king-size  platform  beds  are 
insanely  comfortable.  Hope  Springs  Resort,  rooms  $150  and 
$175  per  night;  (760)  329-4003,  www.hopespringsresort.com. 


You  can  fly  to  anywhere  in  the  world. 
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away 


from  it. 


^\  ~T  elcome  toTrinchera,  the  Forbes  ranch  in  southern 
/  \  Colorado.  With  250  square  miles  of  mountains  and 
■adows  to  inspire  vou  to  recreate.  Or  relax  you  to  create, 
her  way  your  privacy  is  assured... as  is  your  satisfaction. 

;  can  provide  an  inspiring  experience  for  groups  up  to 
.  Our  executive  chef  prepares  gourmet  meals.  Our 
ff  of  50  will  guide  you  in  seasonal  hunting,  fishing, 
rseback  riding,  skeet  shooting,  game  spotting,  moun- 


tain biking  and  hiking.  We  trust  you  will  be  able  to  find 
and  enjoy  the  three  1 4,000' mountains  on  your  own. 

You  can  go  other  places  if  you  want  to  settle  for  less.  Or 
you  can  come  to  Trinchera.  Where  an  entire  world  is 
waiting  for  you. 

For  reservations  or  further  information  please  call 
719.379.3263 


Forbes 

capitalist  tool   Never  settle 


If  the  multiresidential  scope  of  Baker  Springs  represents 
something  of  a  new  wrinkle  in  the  development  of  south- 
western Montana's  water  resources,  the  underlying  equa- 
tion is  familiar.  Since  the  early  1980s,  wealthy  individuals 
with  a  passion  for  fly-fishing  have  been  buying  their 
private  slices  of  trout  heaven,  roughly  defined  as  the 
waters  within  a  100-mile  radius  of  Bozeman.  Streams 
formerly  described  as  "trophy  waters,"  to  denote  the  size 


alchemy  practiced  by  Urbani  and  others  has  won  tl 
approval  of  state  officials  who  manage  Montana's  wat 
resources.  As  long  as  restorations  stay  within  the  stream 
original  footprint,  says  state  fisheries  biologist  Pat  Byort 
the  result  is  "by  and  large  positive."  In  some  cases,  1 
acknowledges,  owners  are  "taking  a  spring  creek  wit 
very  little  habitat  and  improving  it  dramatically." 

More  controversial  than  the  work  itself  is  the  idea  < 


'ISH-LOVING,  WELL-HEELED  LANDOWNERS  SEEM  TO  BE 
SIGNIFICANTLY  IMPROVING  THE  WATER  THEY  ACQUIR1 


of  the  trout  they  held,  have  themselves  become  the  tro- 
phies. Already  on  Baker  Creek,  for  instance,  Bob  Emery, 
CEO  of  investment  banker  Robertson  Stephens  and 
an  avid  fly  fisher,  has  restored  several  miles  of  the  stream 
for  his  personal  use. 

The  trend  is  being  driven,  says  Bozeman  attorney  Tom 
Anacker,  by  the  "power  of  the  fish."  Referring  to  "clients 
who  come  here  and  buy  property  and  like  to  make 
things  perfect,"  Anacker,  an  officer  of  Trout  Unlimited's 
Montana  chapter,  adds,  "the  common  denominator  is  the 
fishing  experience." 

These  fish-loving,  well-heeled  landowners  may  not  be 
achieving  perfection,  but  they  do  seem  to  be  significantly 
improving  the  water  they  acquire.  By  hiring  one  of  the 
half  dozen  or  so  Montana-based  restoration  firms,  it  is 
possible  to  take  a  degraded  stream  and  return  it  to  near 
pristine  condition  in  a  few  fishing  seasons.  The  process, 
says  Joe  Urbani,  a  kind  of  eminence  grise  among  Montana 
stream  restorationists,  is  all  about  "digging  it  and  pitching 
it" — taking  away  here,  augmenting  there- — with  the  goal 
of  creating  a  habitat  that  not  only  attracts  trout  but  allows 
them  to  prosper  and  grow  fat. 

Urbani,  who  is  overseeing  the  work  at  Baker  Springs, 
says  spring  creeks  have  an  inherent  advantage  as  habitats 
because  their  underground  water  sources  ensure  a  constant 
temperature,  generally  in  the  vicinity  of  a  trout-friendly 
50  degrees  Fahrenheit — a  characteristic  that  confers  the 
added  benefit  of  allowing  spring  creeks  to  be  fished  year 
round.  Water  flow  and  quality  are  other  critical  variables, 
as  is  creek-side  vegetation,  which  provides  both  food,  in 
the  form  of  insects,  and  cover  from  predators. 

Put  the  right  ingredients  together  in  the  right  measures, 
says  Urbani,  and  the  result  is  a  "primordial  soup"  in  which 
fish  thrive.  Referring  to  the  work  Urbani's  eponymous 
Bozeman-based  firm  is  doing  at  Baker 
Springs,  Dudley  Lutton,  a  principal  in 
ipment,  says,  "You  can  take  a 
perty  that  has  been  tampered 
leapfrog  50  years  of  evolution." 
c  most  part,  and  somewhat 
ively,  the  sort  of  aquatic 


taking  a  finite  state  resource  (water)  and  severely  limitin 
access  to  it.  Byorth  estimates  there  are  no  more  than  20  majc 
spring  creeks — supplemented  by  "50  to  70  minor  trie! 
les" — within  the  celebrated  100-mile  radius  of  Bozeman. 

Some  of  that  water,  such  as  the  renowned  Armstrong 
Nelson-Depuy's  spring  creeks  in  Montana's  Parade 
Valley  near  Livingston,  is  open  to  the  public  on  a  fee  basi 
And,  Byorth  concedes,  even  when  fisheries  are  effective] 
removed  from  public  use — most  famously  the  miles  ( 
streams  restored  by  Ted  Turner — a  greater  good  resuli 
because  privately  restored  streams  often  serve  as  incuba 
tors  for  trout  that  will  migrate  to  the  state's  larger,  public! 
accessible  rivers. 

In  any  event,  a  case  against  the  privatization  of  Bake 
Creek  is  difficult  to  make  because  the  ten-mile-lon| 
stream  never  was  fished  very  heavily.  Still,  it  has  loomel 
large  in  the  lives  of  some  of  Montana's  most  celebrated  fll 
fishers.  Tom  Morgan,  who  would  gain  fame  as  a  make 
of  premium  fly  rods,  guided  on  Baker  until  acquiring  th 
R.L.  Winston  Rod  Co.  in  the  mid-1970s.  He  remembei 
Baker  as  a  "terrific"  stream  with  several  big  fish  "in  ever 
pool  you  came  to,"  but  can't  recall  ever  seeing  anothe) 
angler  on  the  stream. 

If  he'd  been  on  the  stream  in  the  1930s  and  '40 
Morgan  likely  would  have  seen  Lilly,  who,  though  moa 
famous  as  a  Yellowstone  River  guide,  is  linked  to  Bake 
in  some  personally  memorable  ways. 

When  two  scouts  for  the  Cincinnati  Reds  arrived  ii 
Manhattan  to  check  out  Lilly's  skill  as  a  second  baseman  H 
a  possible  pro  career  was  preempted  by  World  War  11^ 
he  took  them  fly-fishing  on  Baker.  And  he  was  on  th 
stream  duck  hunting  when  he  first  learned  of  the  attack  01 
Pearl  Harbor.  Perhaps  most  indelible 
though,  was  the  day  in  the  mid-19301 
when  he  watched  his  father  battle 
nine-pound  brown,  finally  landing  th' 
fish  in  the  dark  with  the  aid  of  a  flashlight. 

Lilly  does  not  rule  out  a  return  to  those  glor 
days.  When  Urbani's  restoration  is  complete,  h 
predicts,  "some  spots  may  fish  better  than  when 
I  first  started  here."  • 
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Accessories 


1.  Vac  heron  Constantin 

Vacheron  Constantin  is  the  world's 
oldest  luxury  Swiss  watchmaker, 
offering  both  exceptional  design  and 
craftsmanship.  The  "245"  celebrates 
the  firm's  rich  heritage  and  offers 
contemporary  styling  for  today's  watch 
connoisseur.  For  a  free  catalogue  of 
all  timepieces,  call  toll  free 
1-877-862-7555. 


Area  Development 


2.  Cabo  Del  Sol 

Real  Estate:  1-877-703-4394. 
Golf  Reservations:  1-800-386-2465 
or  visit  www.cabodelsol.com 


Consumer  Products/Services 


Tourism  Authority  of  Thailand 

Amazing  Thailand.  Familiarize  yourself 
with  the  intriguing  places  and 
beguiling  faces  of  Thailand  from  the 
seaside  provinces  of  the  South,  the 
natural  beauty  of  the  island 
archipelagos  in  the  Southwest  and  the 
cultural  plains  of  the  Northeast. 
Visit  www.tourismthailand.org 


4.  Chopard 

For  141  years,  Chopard  has  created 
exceptional  timepieces  and  haute 
jewelry  in  the  world's  most  precious 
materials.  Enter  the  "World  of 
Chopard"  at  (800)  CHOPARD. 
or  visit  www.chopard.com 

5.  Omega 

For  over  150  years  Omega  has  built 
an  unmatched  reputation  for  precision 
and  leading  edge  technology.  Omega 
continues  to  record  significant 
moments  in  time  on  the  wrists  of 
some  of  the  world's  most  outstanding 
personalities. 


Real  Estate 


6.  KRI  Palmilla  Real  Estate 

For  more  information,  please  call: 
1-949-833-3025  ext.  313  or  visit 
www.palmillaliving.com 


Resorts  Classic  Guide 


7.  General  Cigar 

Macanudo  and  Partagas  Cigars. 
Visit  www.cigarworld.com 


Jack  Daniels 

Visit  jdsinglebarrel.com 


3.  SuperClubs  Grand 
Lido  Resorts 

Luxurious  accommodations  .  gourmet 
dining,  24  hour  room  service, 
premium  liquors,  unlimited 
watersports,  tennis.  Everything's 
included.  No  tipping.  Free  weddings. 
1-800-GO-SUPER  or  visit 
www.superclubs.com 


Je  welry/Watches 


Cartier 

www.cartier.com 


8.  Jan  Craig  Headcovers 

Visit  www.jancraigheadcovers.com 

~^  JVC  Company  of  America 

Visit  www.jvc.com 


9.  British  Tourist  Authority 

Britain-England-a  country  of 
storybook  cottages,  princely  castles 
and  inspiring  countryside.  England's 
serenity  rests  just  outside  of  lively 
London.  Call  1-866-376-1 199  or  visit 
www.travelbritain.org/2001  for  more 
information. 
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ARION  PRESS  FOLIO  EDITION  BIBLE,  Arion  Press;  $7,25o-$ii,ooo 


In  order  to  make  this  extraordi- 
nary Bible,  the  craftspeople  of 
Andrew  Hoyem's  Arion  Press 
in  San  Francisco  merged  the  book- 
printing  techniques  of  the  19th 
century  with  the  computer  technol- 
ogy of  the  20th.  They  started  by 
I  out  the  text  of  the  New 
"tandard  Version  on  a 
computer.  Once  com- 
:)  ted  that  file  through  a 


vintage  Macintosh  (SE)  ingeniously 
programmed  to  communicate  with  a 
Monotype  casting  machine,  a  con- 
traption invented  in  the  19th  century 
that  makes  individual  pieces  of 
type  from  molten  lead.  The  pieces 
of  movable  type  were  then  assem- 
bled into  trays  (called  galleys),  which 
were  inked  and  pressed  onto  sheets 
of  acid-free,  cotton  folio  paper. 
The  resulting  pages  were  illumi- 


nated, folded,  gathered  into  signa 
tures,  sewn  and  bound,  all  by  hana 
Only  400  copies  of  this  large-forma 
Bible  will  be  made,  each  one  a  util 
itarian  masterpiece  likely  to  lasi 
for  centuries.  The  Press  can  make  th 
Bible  in  one  volume  or  two.  It  cos^ 
from  57,250  to  $11,000,  depending  oi 
the  type  of  binding  (cloth  or  leather 
and  embellishments.  (415)  777-9651 
www.  arionpress.  com 
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teqil  j  red  ding  SEARCHING  FOR  CRUSOE:  A  Journey  Among  the  Last  Real  Islands, 

by  Thurston  Clarke;  Ballantine;  $24.95 


[n  1704,  a  sailor  had  a  spat  with  his 
captain  and,  like  a  cranky  child 
on  a  road  trip,  demanded  to  be 
It  off  at  the  next  stop.  The  captain 
las  happy  to  oblige,  and  the  sailor, 
llexander  Selkirk,  became  the  sole 
jihabitant  of  Mas  a  Tierra,  a  lonely 
le  400  miles  west  of  modern-day 
'hile.  He  quickly  learned  that  the 
■  istaway  life  is  a  blessing  and  a  curse 
oiled  into  one.  Isolation  on  an  island 
'as  a  redemptive  experience  for 
Jim,  a  respite  from  the  boozing  and 
irawling  of  his  life  among  men.  Yet 
he  solitude  was  too  much  to  bear, 
Ind  he  spent  much  of  his  time  build- 
iig  signal  fires  and  staring  longingly 
it  the  horizon. 

1  After  four  and  a  half  years,  Sel- 
irk  was  finally  rescued,  whereupon 
e  gladly  returned  to  his  former  life 
Is  a  sailor.  But  he  never  quite  read- 
Lsted  to  the  real  world,  and  often 
pnged  for  the  tranquillity  of  his  pri- 
vate isle.  So  much  so  that  back  home 
|n  Scotland,  he  dug  a  hole  in  his 
ather's  backyard,  and  often  climbed 
a  to  relive  the  calm  of  his  cave  back 
>n  Mas  a  Tierra. 

Selkirk's  story,  which  was  Daniel 
)efoe's  inspiration  for  Robinson 
Crusoe,  sums  up  the  fascination 
post  people  feel  for  islands.  They 
re  paradises,  like  Bali-ha'i,  or  pris- 
ons, like  Alcatraz,  but  the  most  in- 
vesting ones  are  both,  like  Mas  a 
rierra  or  Ortygia,  where  Odysseus 
vas  stranded  and  forced  into  sex- 
lal  slavery  by  the  goddess  Calypso. 
Numerous  ancient  cultures,  from 
Chinese  to  Roman  to  Incan,  placed 
ligh  importance  on  islands,  and  pas- 
ion  for  them  shows  no  signs  of  flag- 
;ing.  We  have  Peter  Pan,  Treasure 
sland,  Swiss  Family  Robinson,  Lord 
f  the  Flies,  Gilligan's  Island  and 
Survivor  to  show  for  our  obsession, 
lot  to  mention  Tom  Hanks's  recent 


blockbuster,  Cast  Away. 

Searching  for  Crusoe  is 
Thurston  Clarke's  attempt 
to  unravel  this  age-old  fixa- 
tion. To  write  it,  he  went 
island-hopping  on  a  global 
scale,  visiting  places  as  far- 
flung  as  Banda  Neira  in  the 
Spice  Islands,  the  Maldives, 
Svalbard  in  the  Arctic,  the 
Greek  island  of  Patmos  and 
Fishers  Island  at  the  mouth 
of  Long  Island  Sound. 
Every  place  he  visits  reveals 
a  facet  of  our  island  fascina- 
tion, whether  it  be  for  those 
that  are  hedonistic,  Utopian, 
scary,  holy,  private,  myste- 
rious or  undiscovered,  and 
each  chapter  is  a  personal 
essay,  history  and  travel 
story  seamlessly  rolled  into 
one.  On  Espfritu  Santo,  he 
embarks  on  a  quest  to  find 
the  people  and  places  that  inspired 
the  young  James  Michener  to  create 
Bali-ha'i,  the  fictional  paradise  of 
Tales  of  the  South  Pacific.  On  the 
Scottish  isle  of  Jura,  he  stays  in  the 
house  where  George  Orwell  lived 
alone  while  writing  1984.  (Clarke 
even  reflects  on  islands,  solitude  and 
the  plight  of  Winston  Smith  while 
soaking  in  old  George's  tub.)  On  an 
island  called  Malekula,  he  searches 
for  vestiges  of  the  frightening  world 
Martin  and  Osa  Johnson  docu- 
mented in  their  1917  film,  Cannibals 
of  the  South  Seas. 

When  he  lands  on  Mas  a  Tierra 
itself — "the  island  more  responsible 
than  any  other  for  launching  isloma- 
nia" — he  finds  a  severely  beautiful, 
wind-whipped  place,  quite  unlike 
the  tropical  paradise  Defoe  gave  to 
Crusoe.  It  is  no  longer  deserted,  but 
not  a  single  high-rise  resort  or  cruise 
ship  dock  is  to  be  found  there,  a 
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THURSTON  CLARKE 


blessing  ensured  by  a  rocky  coastline 
and  a  hilly  interior.  Islomania  has 
manifested  itself  most  acutely  in 
other,  more  accessible  places,  like 
Nantucket,  Key  West  or  any  number 
of  islands  in  the  Caribbean.  When 
Clarke  visits  Grand  Cayman,  for  in- 
stance, he  finds  a  sort  of  anti-island, 
a  stretch  of  land  so  developed  there's 
hardly  a  chance  of  being  alone  there 
at  all,  much  less  lonely. 

As  to  the  question  of  whether  any 
bewitching  tropical  isles  remain 
where  one  might  be  a  solitary  cast- 
away, Clarke  is  doubtful.  There  are 
too  many  people,  planes  and  boats 
in  this  world,  and  not  enough  prime 
island  real  estate.  (Sorry,  Tom 
Hanks.)  Too  bad.  Even  if  you  don't 
yearn  to  be  stranded  like  Selkirk,  cut 
off  from  civilization,  it  would  be 
comforting  to  know  you  could  be. 
But  you  can  always  dig  a  hole  in  the 
backyard.  — Thomas  Jackson 
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tdltw&tetf 
lingering  on  lip,) 
1  after  marketing  in  a 
crystal  cafe.  Escaping 
on  a  sunset  cruise.  Feeling 
i  ocean  brtezes  caress  championship 
.kJairways.  Come  rediscover 
yourself  in  paradise  at  one 

of  SuperClubs ' 
mnagnificent 
mvnd  Lido  Resorts. 
MU  three  resorts  are 
■recipients  of  the  AAA  4-Dieunond 
Award.  Here,  yon  11  find  the 
Super-Inclusive  world  of 
sumptuous  cuisine,  graciau. 
serf  ice  and  infinite 
possibilities,  with  no  hidden 
charges.  Even  tipping  L 
forbidden.  Ask  about  out 
complimentary 
^wedding  packages. 


.Call  your  travel 
agent  or  SuperClubs  at 
l-800-GO-Sl  TER/Ext.  7J97. 

Cjrvaxxtl  L/ido.. 

K  E SORTS 

Negril*  Saris  Souci'Braco 

Wbcft:Drcam<i  Become  Ale/nori&i 

www.  sunerckabs.com 
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The  Conquest  of  the  Alps 


bored  isolated  populations  of  cretin: 
and  other  afflicted  folks;  and  th^Pco 
puzzling  personality  and  career  a 
Edward  Whymper,  first  to  scale  th< 
Matterhorn  in  1865.  Delightful,  anc 
almost  enough  to  persuade  one  to  asl 
Santa  for  crampons  next  Christmas 
— Lorraine  Ko rm ai> 


KILLING  DRAGONS:  The  Conquest 
of  the  Alps,  by  Fergus  Fleming; 
Atlantic  Monthly  Press;  $26 
"When  one  thinks  of  exploration  one 
thinks  primarily  in  terms  of  the  poles 
and  Africa,  of  ice  caps  and  deserts,  of 
furs  and  snake  boots.  Distance  is 
paramount,  foreignness  all,"  notes 
Fleming  in  his  introduction.  Yet 
despite  their  position — 
virtually  the  backyard  of 
Western  Civilization — 
and  the  fascination  they 
held  for  such  disparate 
minds  as  those  of  Rous- 
seau, Wagner  and  the 
Romantics  (not  to  men- 
tion villagers  who  be- 
lieved dragons  lived  in 
the  peaks),  Europe's  Alps  I 
were  not  even  thoroughly  jP; 
mapped  until  a  little  over 
a  century  ago.  In  this  energetic,  wry 
look  at  the  history  of  Alpine  explo- 
ration, Fleming  explores  the  con- 
tradictions at  the  core  of  man's 
relationship  to  this  mountain  chain: 
Why  the  Swiss,  French,  Germans 
and  Italians  seemed  less  interested  in 
peak  adventures  than  the  vacationing 
British;  the  continuing  question  over 
who  really  was  first  to  scale  Mont 
Blanc;  why  this  crossroads  also  har- 
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SEABISCUIT:  An  American 
Legend,  by  Laura  Hillenbrand; 
Random  House;  $24.95 
There  was  a  time  when  thoroughbrec  a 
horse  racing  was  more  than  hanging 
out  at  the  OTB,  clutching  a  dog 
eared  ticket  in  one  hand,  a  cigarette 
in  the  other  and  craning  your  neck  up 
at  a  TV  suspended  from  the  ceiling. 
There  was  a  time  when  everyone's 
ear  was  set  to  the  radio,  listening 
to  announcements  from  Churchil 
Downs,  Pimlico  Race  Course  anc 
Belmont  Park.  Even  the  New  Yorkef\  7.Y 
ran  a  weekly  column  on  the  spo 
Among  the  era's  biggest  stars  w; 
a  horse  from  California  name 
Seabiscuit,  the  second-winningestJ 
most  popular  underdog  in  America 
As  Laura  Hillenbrand 
notes,  in  1938  "the  year's 
number-one  news- 
maker was  not  Frank- 
lin Delano  Roosevelt 
Hitler  or  Mussolini... 
It  was  an  undersized 
crooked-legged  race 
horse."  Hillenbrand  set 
the  scene,  bringing  to-) 
gether  four  disparat 
characters:  Charle 
Howard  (the  money),) 
Tom  Smith  (the  reclusive,  monosyl- 
labic horse  whisperer),  Red  Pollardl 
(the  half-blind,  Emerson-quoting,j 
no-name  jockey)  and,  of  course,) 
the  baseball-kneed  equine  himself,| 
who  seemed  poised  to  lead  Americal 
out  of  its  1930s  slump.  From  there,, 
Hillenbrand  loosens  the  reins  and  letsi 
the  story  go  as  Seabiscuit  finally  races 
the  East  Coast  legend,  War  Admiral. 

—Mark  Rotella^ 
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THE  LAST  DAYS  OF  HAUTE 
CUISINE:  America's 

Culinary  Revolution,  by  Patric  Kuh; 
Viking;  $24.95 
Vccording  to  Patric  Kuh,  there 
Ivere  just  two  kinds  of  upscale 
estaurant  in  America  50  years 
go.  The  first  type,  "Red 
leatherette,"  was  exemplified 
|y  establishments  such  as 
)elmonico's,  Dinty  Moore's 
nd  the  '21'  Club.  They  trafficked 
n  steak,  creamed  spinach  and  dry 
Martinis.  The  second  type  was  "Red 
Velvet."  Henri  Soule's  Le  Pavilion 
;ad  that  category,  followed  by  a  few 
'thers  like  Ernie's  and  the  Ritz 
Carlton  in  Boston.  They  were  the  rare 


bastions  of  haute  cuisine  in  America, 
slinging  the  most  sophisticated,  least 
pronounceable  dishes  that  France 
had  to  offer.  Since  those 
days,  waves  of  change  have 
crashed  across  our  culinary 
landscape,  giving  us  the  age 
of  staggering  gastronomic 
multiplicity  we  have  today. 
That  evolution  went  as  fol- 
lows: Henri  Soule  himself, 
the  credit  card,  James  Beard,  garlic, 
the  Four  Seasons  Restaurant,  Lutece, 
Julia  Child,  Chez  Panisse,  California 
wine,  Italian  cooking,  Sirio  Maccioni 
and  Danny  Meyer.  It  is  a  sweeping 
story,  replete  with  spicy  anecdotes 
and  the  tangy  details.  — TJ 
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FROM:  GREAT  PRESIDENTIAL 
WIT:  I  Wish  I  Was  in  the  Book, 
by  Bob  Dole;  Scribner;  $19.95 
;:siiir\tul*»|  "Harvard  reluctantly 
invited  [President 
Andrew  Jackson]  to 
visit  Cambridge  and 
receive  an  honorary 
degree,  leading  toQohn 
Qiiincy]  Adams's  boy- 
ott  of  the  ceremony.  He  could 
lardly  believe,  said  Adams,  that  fair 
harvard  would  disgrace  herself  'by 
conferring  her  highest  literary  honors 
ipon  a  barbarian  who  could  not  write 
I  sentence  of  grammar  and  could 
lardly  spell  his  name. 

"In  the  event,  Jackson  showed  un- 
vonted  dignity  amidst  the  formality 
)f  a  Harvard  commencement,  most 
if  which  was  transacted  in  Latin. 
Vccording  to  legend,  when  it  came 
lis  turn  to  speak,  the  old  man  rose 
gracefully  from  his  seat,  bowed  to 
he  audience,  and  declaimed,  'Ipso 
acto.  Tempus  fugit.  Sine  qua  non. 
E  pluribus  unum.'  " 

from:  BUON  APPETITO,  YOUR 
HOLINESS:  The  Secrets 
of  the  Papal  Table, 
by  Mariangela  Rinaldi  and  Mariangela 
Vicini;  Arcade;  $25.95 


This  recipe  is from  the  time  of  Pope  Joan, 
a  woman  thought  by  some  historians  to 
have  shepherded  the  church  from  855 
to  858.  According  to  legend,  she  loved 
spicy,  aphrodisiac  foods,  and  was  stoned 
to  death  after  giving  birth  on  the  job. 


PAPRIKA  OYSTERS 
Ingredients  for  Six 
30  very  fresh  oysters 
a  little  butter 

half  a  glass  of  dry  white  wine 
salt 

pepper 
paprika 


BUON 
AITETITO. 

YOUR  I IOL  INLSS 


Rinse  and  scrub  the 
oysters  and  place 
in  a  large,  shallow 
frying  pan  on  high 
heat.  Place  the  but- 
ter in  a  small  frying  pan  and  heat 
until  foaming.  When  the  oysters 
open,  extract  them  quickly  from  the 
shells,  and  then  transfer  to  the  small 
pan.  Stir  rapidly  so  that  the  shellfish 
do  not  dry  too  much.  Add  2  table- 
spoons of  the  oyster  cooking  liquor 
and  the  wine.  Season  to  taste  and 
remove  from  the  heat.  Return  the 
oysters  to  their  shells,  arrange  in  a 
long  serving  dish,  sprinkle  with 
paprika  and  serve  warm.  • 
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Worldwide  destinations 


  ACTIVE  VACATIONS   

BACKROADS. 


Call  800-GO-ACTIVE 
(462-2848)  or  visit 

www.backroads.com 
for  a  free  catalog 


YouVe  earned  it! 

Choose  from  2 1  posh  properties 
with  private  pools  and/or 
direct  beach  access.  Luxury 
condominiums  and  private  homes 
with  up  to  six  bedrooms,  gourmet 
kitchens  and  fabulous  views. 


ROYAD^SHELL 

vacations 
Qet  The  Royal  Treatment 

1^800^656-9111 

www.RoyalShell.  com 
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